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PREFACE

This three-volume compilation contains historical documents pertaining to the Social Security
Amendments of 1983. The books contain congressional debate, a chronological compilation
of documents pertinent to the legislative history of the 1983 amendments and listings of
relevant reference materials. Pertinent documents include:

• Committee Reports and Selected Prints
• Differing Versions of Key Bills
• Summaries of Provisions
• Cost Estimates
• The 1983 Act
• Historical Descriptions

The books are prepared by the Office of Legislative and Regulatory Policy, Legislative
Reference Office, and are designed to serve as helpful resource tools for those charged with
interpreting laws administered by the Social Security Administration.

John Trout, Director
Office of Legislative
and Regulatory Policy
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Calendar No. 41
98m CONGRESS SENATE I REPORT

1st Session j No. 9823

SOCIAL SECURITY ACT AMENDMENTS OF 1983

MARCH 11 (legislative day, MARCH 7), 1983.—Ordered to be printed

Mr. DoLE, from the Committee on Finance, submitted the following

REPORT
[To accompany S. 1]

The Committee on Finance to which was referred the bill (5. 1)
to implement the consensus recommendations of the National Com-
mission on Social Security Reform, having considered the same,
reports favorably thereon with an amendment and recommend
that the bill do pass.

SocIAL SECURITY (OASDI) PRovIsIoNs

ACTUARIAL ANALYSIS

The OASDI estimates in the following sectional descriptions were
prepared by the office of the Actuary, SSA and are based on 1983
Trustees Il-B assumptions. Under those assumptions, the Commit-
tee amendments described below would permit the timely payment
of social security cash benefits through the short-range (1983—89).
In the long-range, the Committee amendments are projected to
meet or slightly exceed the long-deficit identified by the National
Commission on Social Security Reform of 1.80 percent of taxable
payroll (revised under 1983 Trustees Il—B assumptions to 2.09 per-
cent of taxable payroll).

These amendments are also projected to have a significant
impact on the Hospital Insurance (HI) trust fund. CBO estimates
project an increase in the HI trust fund of $14.6 billion over the
period fiscal years 1983—88.

The amendments also impact on other Federal programs. To the
extent the cost/savings are reflected in the following descriptions,
they have been provided by CBO and are based on CBO's February
1983 assumptions. A table showing the impact of these amend-

17—763 0



2

ments on the total Federal budget deficit is located following the
sectional descriptions.

[Memorandum)

DEPARTMENT OF HEALTH AND HUMAN SERVICES,
SOCIAL SECURITY ADMINISTRATION,

March 11, 198g.

To: Mr. Harry C. Ballantyne, Chief Actuary.
From: Francisco R. Bayo, Deputy Chief Actuary.
Subject: Preliminary estimate of the impact of 5. 1, as reported by

the Senate Finance Committee on the long-range financial
status of the OASDI system.

The attached table includes preliminary long-range estimates for
S. 1. as reported by the Senate Finance Committee based on the
1983 Trustees Report Alternative 11-B assumptions. Enactment of
this bill will result in a long-range actuarial surplus of 0.08 percent
of taxable payroll for OASDI combined. Estimates for individual
provisions are shown in the table generally only for those provisions
with significant long-range impact on OASDI. However, the impact
on OASDI of all provisions of 5. 1. as reported is included in the
totals.

The estimates assume that the allocation to the DI trust fund
will be similar to the allocation in H.R. 1900 as reported by the
Ways and Means Committee, except that after 1999 the rate would
increase from 0.60 to 0.65 each.

Attachment.

FRANCISCO R. BAYO,
Deputy Chief Actuary.

TABLE 1—ESTIMATED CHANGES IN OASDI TAX INCOME OR BENEFIT OUTGO UNDER 5. 1 AS

REPORTED BY THE SENATE FINANCE COMMITtEE, BASED ON 1983 ALTERNATIVE Il—B ASSUMPTIONS

[In billions of doflars]

Increase tax rate on covered wages and salaries 8.6

Increase tax rate on covered self-emp!oyment earnings 1.1

Cover President, Vice.President, and Members of Congress (')
Cover new Federal employees 2

Cover all nonprofit employees 1.3

Total for new coverage 1.5

Prohibit State and local government terminations 1

Accelerate collection of State and local taxes 1.4

Provide genera! fund transfers for mitary service credits
and unnegotiated checks 19.2 — .4

Delay benefit increases 6 months 3.2 5.2

Tax ½ of benefits for high income beneficiaries 2.6

Continue benefits on remarriage (2)

Modify indexing of deferred survivors benefits (2)

Raise disab'ed widow(er)s benefits to 71.5 percent of PIA —.2

Pay divorced spouses whether or not worker has retired (2)

Replace 90-percent factor in benefit formula with variable
percentage, for individuals receiving pensions from cov-

ered employment

Raise delayed retirement credit, beginning in 1990

0.3 14.5 16.0 39.4

3.1 3.0 3.2 3.7 4.4 18.5

(1) (1) (1) (1) (1) (1)

.7 1.2 1.8 2.4 3.1 9.3

1.5 1.8 2.1 2.6 3.1 12.5

2.2 3.0 3.9 5.0 6.1 21.8

.2 .4 .6 .8 1.1 3.2

.1 .1 .1 .3 .2 2.2

—.4 —.3 —.3 —.3 —.3 17.2

5.4 5.5 6.2 6.7 7.3 39.4

3.2 3.9 4.7 5.6 6.7 26.6
(2) (2) (2) (2) (2) —.1
(2) (2) (2) (2) (2) (2)

—.2 —.2 —.2 —.3 —.3 —1.4
(2) (2) (2) (2) (2) —1

caIedar year—

Provsion
1983 1984 1985 1986 1987 1988

Toth,
1989 1983—

89

(3) (3) (3) (3) .1 .1 .3
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TABLE 1.—ESTIMATED CHANGES IN OASDI TAX INCOME OR BENEFIT OUTGO UNDER 5. 1 AS

REPORTED BY THE SENATE FINANCE COMMITtEE, BASED ON 1983 ALTERNATIVE Il—B ASSUMP-

T1ONS—Conttnued

[In dollars]

Provision

Calenda r year—

1986 1987 1988

Total,

1989 1983—i983 1984
89

Provide up to 2 child-tare drop out years
(2) —.1 —.1 —.2 —.4 —.5 —1.3

AU other miscellaneous and technical changes
(2) (2) (2) (2) (2) (2) —.1

Total for all changes 22.3 19.9 13.8 15.1 17.9 35.6 40.8 165.5

'Net addffional thxes of ss than $50 milhon.
lAdditional benefits of less than $50 million.

Reductioi in benefits of less than $50 million.

Note: Estimates showli for each provision include the effects of interaction with all preceding provisions. Totals do not always equal the sum of

components due to rounding. Positive figures represent additional inccale or reductions in benefits. Negative figures represent reductions in inme or

increases in benefit&

Source Social Security Mministration, Office of the Actuary, March 11, 1933.

PRELIMINARY ESTIMATED LONG-RANGE OASDI COST EFFECT OF 5. 1 AS REPORTED BY THE SENATE

FINANCE COMMITtEE

Effect

Provon
OASI

as mrcent of payrofi

DI OASDI

Present law:

Average cost rate.

Average tax rate...

Actuarial balance

13.04 1.34 14.38

10.13 2.17 12.29

—2.92 +.83 —2.09

+.10+09 +01
+06+06

+.28
+.00
+03 +30

iacai ierminauan

Changes relating to both long-range and short-range financing: 1

Cover new Federal emp!ous

Cover all nonprofit emplo
Prohibit State and

Delay benefit increases 6

Stabihze trust fund ralin

Eliminate "windfall" berd1!
Raise delayed retirement credits

Tax ½ of benefits
Accelerate tax rate increase

Increase tax rate on self-employment

Change DI rate alI'
Continue benefits on remarr
Pay divorced spouse of nonr''
Modify indexing of survivor's b"
Raise disabled widow's benpfils

Modify military credits financing

Credit unnegotiated chok
Tax certain salary reduction p'ans

Limit benefits to nonresident 2In
Eliminate benefits

+.05 +.00 +.05
—.10 —.10

+57 +05 +.62
+03 +03
+17 +02 +19

—.90

—.00 —.00

—.00 —.01

—.01

+.01 +.00 +.01
+.00 +.00

+03 +.00 +03
+.00 +.01

io ncarceraiea ieions + .00 + .00 + .00

Subtotal for the effect of the above provisions 2 +2.22 —.784 +1.44
Remaining deficit after the above provisions — .70 + .05 — .65

Additional changes relating primarily to long-range financing

Modify benefit formula after this century + .39 + .04 + .43

Raise normal retirement age to 66 +.48 —.08 —.40

Eliminate earnings test at age 65 — .05 — .05

Md up to 2 child care dropout years — .03 — .00 — .04

Total effect of all of the provisions +2.99 —.82 + 2.17
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PRELIMINARY ESTIMATED LONG-RANGE OASDI COST EFFECT OF S. 1 AS REPORTED BY THE SENATE

FINANCE COMMITTEE—Continued

Effect
Provision

OASI

as percent of payroll

Dl OASDI

After committee bifi:

Actuarial balance +07 +01 +0.8
Average income 11.61 1.31 12.92

Average cost rate 11.54 1.30 12.84

I The values (or each of these individual provisions represent the effect over present law and do not take into account interaction with other
—ions.

2 The values in the subtotal take into account the estimate interactions among the provisions.
The values for each of these provisions take into account interaction with the provisions includ in the subtotal.
The values for the total effect of S. I take into account interactions among all of the provisions of the bill.

Note The above estimates are based on the 1983 Trustees Reçmrt Alternative li—B assumptions. Individual estimates may not add to totals due
to rounding and/or interaction among proposals.

Source: Office of the Actuary, March 11, 1983.



SUMMARY OF SOCIAL SECURITY (OASDI) PRovIsIoNs

Coverage of newly hired Federal employees
Extend social security coverage to all Federal civilian employees

hired after 1983 (unless their break in Federal service has been for
one year less), and to all current members of Congress, the Presi
dent, Vice President, the Social Security Commissioner, and to cur-
rent Congressional staff not already covered under a Federal staff
retirement system, as of January 1, 1984. Also, states that "Noth-
ing in this Act shall reduce the accrued entitlements to future
benefits under the Federal retirement system of current and re-
tired Federal employees and their families."

Coverage of nonprofit employees
Extend social security coverage on a mandatory basis to all em-

ployees of nonprofit organizations, effective January 1, 1984.

Prohibit withdrawl of State and local employees
Prohibit State and local governments from terminating coverage

for their employees. Pending terminations would be invalid, effec-
tive on enactment. In addition, provide an opportunity for State
and local governments which have withdrawn from the social secu-
rity system to voluntarily rejoin. Once having rejoined, the govern-
mental entity would be precluded from terminating coverage.

Tax exemption for the Amish
Extend the social security tax exemption now applicable to the

self-employed Amish to the Amish who are employees of the
Amish.

Delay cost-of-living adjustment to a calendar year basis
Provide the automatic cost-of-living adjustment of social security

benefits on a calendar year basis. Beginning in 1983, the COLA for
OASDI benefits would be applied to the December benefit, which is
payable at the beginning of January. For 1983, the COLA would be
calculated as under current law (i.e., the change in the CPI for the
third quarter of a year over the CPI for the third quarter of the
previous year). This would ensure that the lag between the end of
the period over which the COLA is measured and the time the
COLA is actually applied to benefits remains 3 months. For 1983
only, the COLA would be given even if it is less than 3 percent.
The SMI (Supplemental Medical Insurance) premium increase
would also be delayed.

Eliminate "windfall" benefits
Reduce (but not eliminate) social security benefits for retired and

disabled workers who first become eligible for a pension based on
(5)
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non-covered emp]oyment after 1983. For such workers, the heavily
weighted 90 percent factor in the benefit formula would be re-
placed by a factor of 32 percent, phased in over a five year period.
Social security benefits would in no case be reduced by more than
one-third of the portion of the worker's pension based on service
which was non-covered employment. Also, the percentage reduction
in the benefit formula would be limited to no more than 10 per-
centage points for each year coverage falls shorts of 30 years. Sur-
vivor benefits would not be affected by this provision.

Benefits for divorced or disabled widows or widowers who remarry
Allow benefits to continue to be paid to certain beneficiaries

upon remarriage if that marriage takes place after the age of first
eligibility. Benefits would be payable to: disabled widow(er)s and
disabled surviving divorced spouses who remarry after age 50, and
to surviving divorced spouses who remarry after 60. No change
would be made in the current dual entitlement provision of the law
which allows only the highest benefit to which an individual is eli-
gible to be drawn.

Changes in indexing for deferred survivor benefits
Provide that deferred widow and widower benefits would contin-

ue to be based on earnings indexed to wages as under present law,
however, this wage indexing would continue after the death of the
worker. Such wage indexing would apply through the year the
worker would have reached age 60, or two years before the survi-
vor becomes eligible for aged or disabled widow's (or widower's)
benefits, whichever is earlier.

Independent eligibility for divorced spouses
Allow divorced spouses (who have been divorced for a significant

period) to draw benefits at age 62 if the former spouse is eligible
for retirement benefits, whether or not the former spouse has
claimed these benefits or has had them suspended because of sub-
stantial employment.

Increase benefits for disabled widows and widowers
Increase benefits for disabled widow(er)s age 50—59 to 71.5 per-

cent of the primary insurance amount, the amount to which
widow(er)s are entitled at age 60.

Adjustment of cost-of-living increase when trust fund ratio falls
below 20 percent

Modify the cost-of-living adjustment formula during periods
when trust fund reserves are low in order to help stabilize reserves.
Beginning with 1988, if the OASDI trust fund ratio (reserves as a
percentage of outgo) as of the beginning of a year is less than 20
percent, the adjustment of OASDI benefits would be based on the
lower of the increase in the CPI or average wages. When the bal-
ance in the trust funds has risen to at least 32 percent of estimated
annual outlays, "catch-up" payments would be made beginning the
following year. This would not apply to the COLA for the Supple-
mental Security Income (SSI) program.
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Increase delayed retirement credit
Gradually increase, between 1990 and 2010, the delayed retire-

ment credit from 3 percent to 8 percent per year.

Increase social security retirement age
Gradually raise the social security retirement age to 66 by the

year 2012, beginning with those who attain age 62 in 2000. Early-
retirement benefits would continue to be available at age 62 for
workers and spouses and at age 60 for widows and widowers, but
the actuarial reduction factors would be larger.

Long-range benefit change
For workers first becoming eligible for benefits in 2000, reduce

initial benefit levels by about 5 percent by decreasing the percent-
age factors in the benefit formula by two-thirds of one percent each
year for 8 years.

Elimination of retirement earnings test
Gradually phase out, between 1990 and 1994, the retirement

earnings test for people 65 and older. The exempt amount of earn-
ings would be increased by $3,000 in 1990 and in each of the next
four years, with the earnings test (for people 65 and older) com-
pletely eliminated in 1995.

Child-care dropout years:
Allow two years to be dropped out of the formula for computing

social security benefits for persons who leave the workforce to care
for children under age 3 at home. Presently, the worker's five
lowest years of earnings are dropped in the computation of the
worker's earnings history. To qualify for an additional childcare
dropout year, a person can not have any earnings during the year.
Prisoners benefits

Eliminate all benefits to felons during their period of incarcer-
ation. Benefits of dependents and survivors of incarcerated felons
would not be affected.

Limitation on benefits to aliens
In the future, eliminate benefits to alien workers, their depend-

ents and survivors who reside abroad. As a result, no benefits
would be paid to alien dependents of alien workers who were ac-
quired (through marriage, birth or adoption) while outside the
United States. However, benefits would be paid under the following
conditions:

(1) the worker is the citizen of a country with which the
United States has a treaty or totalization agreement which
provides for reciprocity of social security coverage; and

(2) benefits would continue until total benefits (excluding
any withheld taxes) paid to the wage earner and dependents
equal taxes paid by the wage earner plus interest.
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Fail-safe
To ensure the timely payment of social security benefits during

periods when OASDI trust fund reserves are less than 20 percent of
annual outgo and are also projected to decline, the Committee
agreed to require the Secretary of Health and Human Services to
reduce the COLA to the extent necessary to prevent a decline in
reserves. The Secretary will first reduce (or withhold) increases for
people with benefits which are based on a primary insurance
amount above $250 (monthly amount). If necessary, however,
people with benefits at or below that level may also have their in-
creases reduced. At a maximum, there would be no benefit increase
for anyone. The Secretary would have to notify Congress by July 1
of each year in which he finds that action to limit the next COLA
would be required, thereby giving Congress time to enact an alter-
native solution to the potential funding problem. The provision
would apply only after the use of all other provisions, such as in-
terfund borrowing, which are designed to ensure adequate trust
fund balances.
Taxation of social security benefits for higher income persons

Subject social security and tier one railroad retirement benefits
to income tax based on thresholds of $25,000 for single taxpayers,
$32,000 for married taxpayers filing joint returns, and $0 for mar-
ried taxpayers filing separate returns. To determine whether the
taxpayer's income exceeds these thresholds, one-half of social secu-
rity benefits and all tax-free income would be added to adjusted
gross income and tax-exempt interest. For taxpayers over the
threshold, the lesser of one-half of social security benefits or one-
half of the excess combined income over the threshold amount
would be subject to income tax.

Beginning in 1984 the Secretary of the Treasury would be re-
quired to transfer to the appropriate trust funds, on at least a
quarterly basis, the revenues estimated (on the basis of tax liability
to be generated from this provision for that quarter.

Acceleration of increase in FICA taxes; 1984 employee FICA tax
Revise the OASDI tax schedule so that the 1985 rate would be

moved to 1984, the 1985—87 rate would remain as scheduled under
present law, part of the 1990 rate would be moved to 1988, and the
rate for 1990 and after would remain unchanged. The HI tax rates
for all years would remain unchanged. For 1984, a refundable tax
credit would be provided in the amount of the increase in the em-
ployee taxes over what would have been payable under present
law: 0.3 percent of taxable wages.

The 1984 refundable tax credit would be allowed against 1984
employee FICA and Tier One Railroad Retirement taxes rather
than against income tax.
Self-employment taxes; tax credit against self-employment tax

Make the self-employed OASDI tax rate equal to the combined
employer-employee rate, beginning in 1984, as those rates are re-
scheduled. In addition, the HI tax for the self-employed would be
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doubled to make it equivalent to the combined employer-employee
rate. A credit against self-employment taxes would be provided.

Reallocation of OASDI tax rate
Reallocate the OASDI tax so that both the OASI and the DI trust

funds will have about the same reserve ratios (i.e., reserves at the
beginning of the year as a percentage of outgo during the year).

Interfund borrowing extension
Authorize, through 1987, interfund borrowing between the OASI,

DI and HI trust funds, protections provided for each trust fund.

Credit amounts of unnegotiated checks to the trust funds
Provide for a lump sum payment to the OASDI trust fund from

the General Fund representing the amount of uncashed benefit
checks which have been issued in the past. In addition, require
credit the trust funds on a regular basis with an amount equal to
the value of all OASDI benefit checks which have not been negoti-
ated for a period of twelve months.

Military wage credits
Credit the OASDI trust fund, in a lump sum, with an amount

equal to the estimated additional cost of providing future benefits
based on pre-1957 military wage credits. In addition, the OASDHI
trust funds would be credited with a lump sum payment equaling
the taxes that would have been collected and the interest that
would have been earned if the credits for service after 1956 and
before 1983 had been taxed as they were earned, less the reim-
bursements already received. Beginning in 1983, a general fund ap-
propriation would reimburse the trust funds on a current basis for
the employer-employee taxes (OASDHI) on additional military
wage credits given for non-cash compensation.

Trust fund investment procedure
Provide for reinvesting all trust fund assets each month at a rate

of interest based on the average market rate on all public-debt obli-
gations currently held by Treasury with a duration of four or more
years until maturity.
Public members on board of trustees

Add two public members to the Board of Trustees of the OASDI,
HI, and SMI trust funds. The public members would be nominated
by the President and confirmed by the Senate. The two public
members could not be from the same political party. Public mem-
bers shall not be considered fiduciaries and shall not be personally
liable for any actions taken in such capacity with respect to the
trust funds.

Accelerate State and local deposits
Apply the same social security tax deposit requirements to State

and local governments that presently apply to private employers.

17—763 0 — 83 — 2
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Triggered normalization of tax transfers
When, at the start of any month, the Secretary of the Treasury

determines that the reserves of the OASDI trust funds are inad-
equate to meet 1 1/2 months of benefits, the Secretary would be re-
quired to credit the trust funds on the first day of the next month
with the full payroll tax revenues estimated for the month. Inter-
est would be paid to the General Treasury.

Social security wage base
Expand the social security wage base to include certain deferred

compensation.

SUMMARY OF SUPPLEMENTAL SECURITY INCOME SSI PRovIsIoNs

Delay the SSI COLA and increase the SSI disregard
Delay the annual cost-of-living adjustment (COLA) for SSI pay-

ments from July to January, beginning with the July 1983 benefit
increase, thereby maintaining the link between the COLA for SSI
and OASDI. In addition, increase the SSI payment standard appli-
cable to all individuals by $20 ($30.00 for a couple) per month, ef-
fective July 1983. To help protect the States from increased costs
resulting from this provision, expand current law to allow States to
meet the "pass through" requirement for 1983 if they pass through
the equivalent of the COLA that would have occured under current
law rather than the proposed monthly payment increase.

SSI alert
Require the Secretary of Health and Human Services to notify

elderly OASDI recipients of the availability of SSI and to encour-
age those potentially eligible to contact their district offices.



TITLE I OF THE BILL

A. PROvIsIONs RELATED TO OLD-AGE, SuRvIvoRs AND DIsABILITY
INSURANCE

COVERAGE OF NEWLY HIRED FEDERAL EMPLOYEES

(Section 101 of the Bill)

Present law
Approximately 91 percent of the Nation's workers are covered by

social security. Federal civilian employees are the only major group
excluded from coverage under the social security (OASDI) system.
Those excluded (93 percent, or about 2.6 million out of 2.8 million
employees) are generally covered by a Federal staff retirement
system, engaged in temporary employment, or are members of Con-
gress. (Beginning in 1983, nearly all Federal employees are covered
under Medicare.)

Committee amendment
The Committee amendment would, effective January 1, 1984,

extend social security coverage to all Federal civilian employees
hired after 1983 (unless their break in Federal service has been one
year or less), and to all current members of Congress, the Presi-
dent, Vice President, the Social Security Commissioner, and to cur-
rent Congressional staff not already covered under a Federal staff
retirement system.

This amendment is similar to the recommendation of the Nation-
al Commission on Social Security Reform to extend coverage to all
Federal employees hired after 1983.

The Committee amendment also states that "Nothing in this Act
shall reduce the accrued entitlement to future benefits under the
Federal retirement system of current and retired Federal employ-
ees and their families."

Effective date. —January 1, 1984.

(11)
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REVENUE GAIN

[in b lUons, catendar years]

1984 1985 1986 1987 1988 1989 1983—89

Short.range $0.2 $0.1 $1.2 $1.8 $2.4 $3.1 $9.3

Long-range: 0.28 percent of taxable pay•

roll.

COVERAGE OF NONPROFIT EMPLOYEES

(Section 102 of the Bill)

Present law—Work performed for a nonprofit tax-exempt organi-
zation (specified in section 501(c)(3) of the Internal Revenue Code of
1954) is excluded from social security coverage unless the organiza-
tion files a certificate with the Internal Revenue Service waiving
its exemption from social security taxes. Nonprofit organizations
may terminate coverage upon giving 2 years advance notice, pro-
viding coverage has been in effect for 8 years or more. Once cover-
age has been terminated, the organization cannot again cover its
employees. About 4.3 million employees of nonprofit organizations
(about 80 percent) are covered.

Committee amendment—The Committee amendment would
extend social security coverage on a mandatory basis to all employ-
ees of nonprofit organizations.

This amendment is the same as the recommendation of the Na-
tional Commission on Social Security Reform.

Effective date—January 1, 1984.

OASDI REVENUE GMN

[n billions, caIendr years]

1984 1985 1986 1986 1987 1988 1983—89

Short-range $1.3 $1.5 $1.8 $2.1 $2.6 $3.1 $12.5

Long•range: .10 percent of txabIe pay•

roD.

PROHIBIT WITHDRAWAL OF STATE AND LOCAL EMPLOYEES

(Section 103 of the Bill)

Present law
Employees of State and local governments may be covered under

social security at the option of the State and in agreement with the
Secretary of Health and Human Services. Coverage may be termi-
nated if the State gives 2 years written notice of such intent, pro-
vided that the State or local group has been covered for at least 5
years. Once coverage is terminated, the group can never again be
covered under social security.
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Committee Amendment
The Committee amendment would prohibit State and local gov-

ernments from terminating coverage for their employees. Pending
terminations would be invalid, effective on enactment. In addition,
the amendment would provide an opportunity for State and local
governments which have withdrawn from the social security
system to voluntarily rejoin. Once having rejoined, the governmen-
tal entity would be precluded from terminating coverage.

This amendment is similar to the recommendation of National
Commission on Social Security Reform.

Effective date.—On enactment.

OASDI REVENUE GAIN

[In biIions, calendar years]

1984 1985 1986 1981 1988 1989 1983—89

Short-range $0.1 $0.2 $0.4 $0.6 $0.8 $1.1 $3.2

Long-range: .06 percent of taxab!e pay-

roll.

Exclusion from social security coverage for services performed by
members of certain religious sects (sec. 104 of the bill and sec. 3121
of the Code)

P1E5ENT LAW

In general, social security (FICA) tax is imposed on every individ-
ual who receives wages with respect to employment. In addition,
social security tax is imposed on employers who pay wages with re-
spect to employment. There is no exemption, under present law, for
employers or employees who are members of religious sects that
oppose the social security system. However, present law does pro-
vide an exemption from self-employment tax (SECA) for members
of religious sects that are conscientiously opposed to the acceptance
of private or public insurance and which make provision for the
care of their dependent members.

1EA5ON FO1 CHANGE

The committee believes that employers and employees who are
members of the Amish sect, or other religious sects that oppose
participation in the social security system, should be treated the
same as self-employed members of those sects. That is neither
Amish employers nor Amish employees should be required to pay
social security taxes. This provision is necessary because, due to
economic conditions, many Amish members cannot affor1d their
own farms, but, rather, must work for other Amish farmers.

EXPLANATION OF PIWVI5ION

The provision will exempt from social security tax wages paid by
individuals who are exempt from self-employment taxes because of
their religious beliefs to individuals who are members of religious
sects that conscientiously oppose the acceptance of private or
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public insurance and which make provisions for the care of their
dependent members. This exemption applies both to the employer
and employee portion of social security tax.

The exemption applies only in the case of religious sects that
have been in existence at all times since December 31, 1950.

EFFECTIVE DATE

The provision applies to remuneration paid after December 31,
1983.

DELAY COsT-OF-LIVING ADJU5TMENT TO A CALENDAR YEAR BA515

(Section 111 of the Bill)

Present law
The automatic cost-of-living adjustment (COLA) of social security

benefits is applicable to June benefits (payable early in July). The
amount of the increase is equal to percentage by which the Con-
sumer Price Index (for Urban Wage Earners and Clerical Workers,
CPI-W) for the first quarter of the calendar year has increased
over the CPI for the first quarter of the previous calendar year. No
COLA is paid unless the increase in the CPI is at least 3 percent.
By law, cost-of-living adjustments in the SSI program are made at
the same time, and in the same amount as the social security cost-
of-living adjustment.

Committee amendment
The Committee amendment would shift the automatic cost-of-

living adjustment of social security benefits to a calendar year
basis. Beginning in 1983, the COL. for OASDI benefits would be
applied to the December benefit, which is payable at the beginning
of January. For 1983, the COLA would be calculated as under cur-
rent law (i.e., the change in the CPI for the first quarter of 1983
over the CPI for the first quarter of 1982). Beginning with the
COLA for 1984, the adjustment would be computed by comparing
the increase in the CPI for the third quarter of a year over the CPI
for the third quarter of the previous year. This would ensure that
the lag between the end of the period over which the COLA is
measured and the time the COLA is actually applied to benefits re-
mains 3 months. This is the same proposal recommended by the
National Commission on Social Security Reform.

In addition, the Committee amendment would, for 1983 only, pro-
vide the COLA even if it is less than 3 percent. The SMI (Supple-
mental Medical Insurance) premium increase would also be shifted
to a calendar year basis.

Under the Committee amendment, the SSI COLA would also be
shifted to a calendar year basis and would be measured in the
same way as for OASDI purposes.

Effective date.—For cost of living adjustment otherwise payable
in July 1983 checks.
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OASDI SAVINGS

[In billions, calendar years]

1983 1984 1985 1986 1987 1988 1989 1983—89

Short range $3.2 $5.2 $5.4 $5.5 $6.2 $6.7 $7.3 $39.4

Long range: .30 percent of taxaWe payroll.

SST COSTS (CBO ESTIMATES)

[In miflors, fiscal years]

1983 1984 1985 1986 198/ 1988

Costs —$100 —$130 —$170 —$170 —$175 —$210

ELIMINATE "WINDFALL" BENEFITS

(Section 112 of the Bill)

Present law
Social security benefits for workers with low average earnings

are a relatively high proportion (up to 90 percent) of their average
earnings under social security. No distinction is currently made be-
tween persons who have a lifetime of low earnings and those who
have low average earnings only because they worked few years in
covered employment (possibly at high wages) and many years in
employment not covered by social security. Both groups receive the
heavily weighted social security benefit intended for the first
group. The heavily weighted benefit paid to the second group is
often referred to as a "windfall".

The present law benefit formula for persons who reach age 62 or
who become disabled before age 62 in 1983 is: 90 percent of the first
$254 of average indexed monthly earnings in covered employment
(AIME), plus 32 percent of AIME over $254 and up to $1,528, plus
15 percent of AIME in excess of $1,528.

Committee amendment
The Committee amendment would reduce (but not eliminate)

social security benefits for retired and disabled workers who first
become eligible for a pension based on non-covered employment
after 1983. For such workers who do not have a long record of sub'.
stantial work under social security, the heavily weighted 90 per-
cent factor in the benefit formula would be replaced by a factor of
32 percent, phased in over a five year period as follows:

Benefit factor
Year of first eligibility under OASDI: Percent

1984 78.4
1985 66.8
1986 55.2
1987 43.6
1988 and after 32.0

To moderate the impact of this provision on people with small
pensions from non-covered employment, social security benefits
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could in no case be reduced by more than one-third of the portion
of the worker's pension based on service which was non-covered
employment. The offset would not apply to persons with pensions
based on one year or less of non-covered employment.

In addition, the Committee amendment exempts from any reduc-
tion under this provision those individuals who have a long history
of substantial work under the social security program. People who
have thirty or more years of covered employment in which they
paid social security taxes on at least 25 percent of the maximum
taxable earnings would have their benefits computed under the
regular provisions without any reduction under the windfall provi-
sion. People with less than 30 but more than 24 years of substan-
tial social security employment would have the windfall reduction
applied on a phased in basis under which the first factor in the
benefit formula would be reduced by 10 percentage points for each
year below thirty years of covered employment. This would not
reduce benefits by more than the regular windfall provision howev-
er. (A year of substantial employment is a year in which covered
earnings were at least 25 percent of the wage base. For years after
1977, the base used would be the 1977 base with adjustments for
increased earnings after that date.)

Survivor benefits would not be affected by this provision.
The National Commission on Social Security Reform recommend-

ed modifying the social security benefit formula so as to eliminate
windfall benefits received by workers who in the future receive
social security as well as pensions from non-covered employment.
(No specific formula was recommended.)

Effective date.—January 1, 1984, for retired or disabled workers
who first become eligible for a non-covered pension after 1983.

OASDI SAVINGS

[In billions, calendar years)

1984 1985 1986 1987 1988 1989 1984—89

Short range
(1) (I) (1) (1) $0.1 $0.1 $0.3

Long range .05 percent of taxable payroll.

Less than $50 miion.

BENEFITS FOR DIVORCED OR DISABLED WIDOWERS OR WIDOWS WHO
REMARRY

(Section 113 of the Bill)

Present law
Current law permits the continuation of benefits for widows and

widowers who remarry after age 60, the age of first eligibility for
benefits. If the widow(er) marries after age 60, he or she receives
the benefits to which he or she is entitled as a wage earner,
widow(er) or spouse, whichever is larger. However, benefits for dis-
abled widow(er)s and disabled surviving divorced spouses (payable
from age 50 to 60) and for surviving divorced spouses (payable at
age 60) are terminated if the individual remarries.
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Committee amendment
The Committee amendment would provide that benefits continue

to be paid to certain beneficiaries upon remarriage if that marriage
takes place after the age of first eligibility. Benefits would be pay-
able to: disabled widow(er)s and disabled surviving divorced spouses
who remarry after age 50, and surviving divorced spouses who re-
marry after 60. No change would be made in the current dual enti-
tlement provision of the law which allows only the highest benefit
to which an individual is eligible to be drawn. This is comparable
to the present law treatment of widows and widowers.

This amendment is the same as the recommendation of the Na-
tional Commission on Social Security Reform.

Effective date.—For benefits payable for months after December
1983.

OASDI COST

[In billions, calendar yearsl

1984 1985 1986 1981 1988 1989 1984—89

Shortrange (') (') (') (') (') (') —$0.1

Long range: negligible.

l Less than $50 million.

CHANGES IN INDEXING FOR DEFERRED SURVIVOR BENEFIT5

(Section 114 of the Bill)

Present law
Survivor benefits (for widows, widowers, and surviving children)

are based on the deceased worker's earnings in covered employ-
ment. Such earnings are indexed to reflect economy-wide wage in-
creases through the second year before the death of the worker. Be-
ginning with the year of death, benefit levels are indexed to price
changes.

Should the worker die long before the spouse is eligible for bene-
fits, the benefit to which the widowed spouse ultimately becomes
eligible (in old-age or at disability) is based on outdated wages.
Thus, women who become widowed at a relatively young age, but
do not become eligible for benefits for many years, are deprived of
their husband's unrealized earnings as well as the economy-wide
wage increases that may have occurred since the death of their
husbands.

Committee amendment
The Committee amendment would provide that deferred widow

and widower benefits would continue to be based on earnings in-
dexed to wages as under present law, however, this wage indexing
would continue after the death of the worker. This is the same as
the recommendation of the National Commission on Social Secu-
rity Reform. In addition, the Committee amendment would specify
that such wage indexing would apply through the year the worker
would have reached age 60, or two years before the survivor be-

17—763 0 — 83 — 3
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comes eligible for aged or disabled widow's benefits, whichever is
earlier. In no case would benefits be lower than under present law.

Effective date.—For persons becoming eligible for survivors bene-
fits after December 31, 1984.

OASDI COST

[In blIhons, calendar years]

1984 1985 1986 1987 1988 1989 1984—89

Short range

Long range: — .05 percent of taxab'e payrofi.

(I) (I) (I) (I) (I) (I)

l Less than $50 mullen.

INDEPENDENT ELIGIBILITY FOR DIVORCED SPOUSES

(Section 115 of the Bill)

Present law
A divorced spouse, eligible for benefits at age 62, may not begin

to draw social security benefits until the worker begins to draw
benefits. For some divorced women, this means that they may have
to wait several years beyond their own retirement age (either be-
cause their ex-spouse delays retirement or otherwise fails to apply
for benefits) before they can begin to draw benefits.

Committee amendment
The Committee amendment would allow divorced spouses (who

have been divorced for a significant period) to draw benefits at age
62 if the former spouse is eligible for retirement benefits, whether
or not the former spouse has claimed these benefits or has had
them suspended because of substantial employment. This is the
same as the recommendation of the National Commission on Social
Security Reform. In addition, the Committee amendment would
specify that the proposal would only apply to spouses who have
been divorced for at least two years.

Effective Date—For benefits payable for months after December
1984.

OASDI COST

[In bilUons, calendar years]

1984 1985 1986 1987 1988 1989 1983—89

Short range ' ' ' '
long range: —.01 rcent of taxable payroll.

less than $50 million.
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INCREASE BENEFITS FOR DISABLED WIDOWS AND WIDOWERS

(Section 116 of the Bill)

Present law
Social Security benefits for widows and widowers are first pay-

able at age 60. Benefits are payable in full (i.e., 100 percent of the
worker's primary insurance amount) at age 65, and at reduced
rates at ages 60—64 (i.e., phasing up from 71.5 percent of the pri-
mary insurance amount at age 60). Benefits also payable at re-
duced rates to disasbled widows and widowers aged 50—59 (i.e.,
phasing up from 50 percent of the primary insurance amount at
age 50).

Committee amendment
The Committee amendment would increase benefits for disabled

window(er)s age 50—59 to 71.5 percent of the primary insurance
amount, the amount to which widow(er)s are entitled at age 60.
The proposal would be applicable to new beneficiaries and to those
on the rolls on the effective date of the provision. This is the same
as the recommendation of the National Commission on Social Secu-
rity Reform.

Effective date.—For benefits payable for months after December
1983.

OASDI COST

[In billions, ca'endar years]

1984 1985 1986 1987 1988 1989 1984—89

Short range —$0.2 —$0.2 —$0.2 —$0.2 —$0.3 —$0.3 —$1.4

Long range: — .01 percent of taxable payroll.

ADJUSTMENT OF COST-OF-LIVING INCREA5E WHEN TRU5T FUND RATIO
FALLS BELOW 20 PERCENT

(Section 117 of the Bill)

Present law
The automatic cost-of-living adjustment (COLA) in social security

benefits is applicable to the June benefit, which is payable at the
beginning of July, and is based on the increase in the Consumer
Price Index. When increaseS in prices outrun increases in wages,
income to the trust funds falls behind outgo, and cash flow prob-
lems may result. There is no mechanism under current law to
adjust trust fund outlays and revenues to take account of such ad-
verse economic fluctuations.
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Committee amendment
The Committee amendment would modify the cost-of-living ad-

justment formula during periods when trust fund reserves are low
in order to help stabilize reserves. Specifically, if the OASDI trust
fund ratio (reserves as a percentage of outgo) as of the beginning of
a year is less than 20 percent, the adjustment of OASDI benefits
would be based on the lower of the increase in the CPI or average
wages. Subsequently, when the balance in the trust funds has risen
to at least 32 percent of estimated annual outlays, "catch-up" bene-
fit payments would be made during the following year, but only to
the extent that sufficient funds are available over those needed to
maintain a fund ratio of 32 percent. Catch-up payments would sup-
plement monthly benefits otherwise payable to make up for any
COLA losses that result from basing the adjustment on wages
rather than prices. This would not apply to the COLA for the Sup-
plemental Security Income (SSI) program. This is the same as the
recommendation of the National Commission on Social Security
Reform.

Effective date.—Tbis provision would first be applicable in 1988.
Cost/savings.—This proposal is estimated to have no impact on

the trust funds under 1983 Trustees Il—B assumptions.

INCREASE DELAYED RETIREMENT CREDIT

(Section 118 of the Bill)

Present law
A worker who delays retirement beyond age 65 (i.e., does not ac-

tually receive social security benefits) is eligible for a delayed re-
tirement credit (DRC). The worker's benefit is increased for each
month after age 65 and prior to age 72 for which benefits are not
paid, either because of earnings or because the worker does not
claim benefits. for workers eligible for benefits after 1978, the DRC
is equal to 3 percent per year (one-quarter of 1 percent per month).

Committee amendment
The Committee amendment would gradually increase, between

1990 and 2010, the delayed retirement credit to 8 percent per year,
as recommended by the National Commission on Social Security
Reform. (The amount of credit would relate to year of attainment
of age 65.) Beginning in 1990 the DRC would be increased by /4
percent each subsequent year until reaching 8 percent in 2010.

QASDI cost: —0.10 percent of taxable payroll.

INCREASE IN RETIREMENT AGE

(Section 119 of the Bill)

Present law
Unreduced retirement benefits are available to workers, spouses,

and widows and widowers at age 65. Actuarially reduced benefits
are available at age 62 for workers and spouses and at age 60 for
widows and widowers.
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Committee amendment
The Committee amendment would gradually raise the age at

which full social security benefits are payable from 65 to 66, begin-
ning with those who attain age 62 in 2000. Under this provision,
the normal retirement age would be increased one month per year,
reaching 66 for those attaining 62 in the year 2012 or later. Early-
retirement benefits would continue to be available beginning at age
62 for workers and spouses and at age 60 for widows and widowers,
but the actuarial reduction factors would be larger. The minimum
age for eligibility for medicare benefits would continue to be tied to
the age at which unreduced retirement benefits are first available.

The majority of the members of the National Commission on
Social Security Reform made this recommendation. In addition,
they recommended indexing the retirement age to changes in lon-
gevity, beginning in 2012.

Effective date.—For people attaining 62 in 2000.
QASDI savings: 0.40 percent of taxable payroll.

LONG-RANGE BENEFIT CHANGE

(Section 120 of the Bill)

Present law
In computing social security benefits, a worker's earnings under

social security are averaged and a benefit formula is applied to
those average indexed monthly earnings (AIME) to arrive at the
initial basic benefit amount called the primary insurance amount
(PIA). The PIA is the amount a worker is eligible to receive at 65.
Dependents' and survivors' benefits are based on the worker's PIA.

The formula for a worker who becomes eligible for benefits in
1983 is: 90 percent of the first $254 of AIME, plus 32 percent of the
AIME from $254 through $1,528, plus 15 percent of the AIME over
$1,528.

The two dollar figures in the formula, $254 and $1,528, are raised
(indexed) each year to reflect increases in average wages in the
economy. Thus, a new formula is created each year for the new
group of workers becoming eligible for benefits in that year.

This system was adopted by the 1977 Social Security Amend-
ments. The annual adjustment of the dollar amounts in the benefit
formula, the bend points, by the full amount of the increase in
average wages leads to higher initial benefits over time and to re-
placement rates—the percentage of a worker's prior earnings that
are replaced by his social security benefit—that remain at approxi-
mately the same level.
Comm ittee amendment

For people first becoming eligible for benefits in 2000, the Com-
mittee amendment would reduce initial benefit levels by 5.3 per-
cent by decreasing the percentage factors in the benefit formula by
two-thirds of one percent each year for 8 years. This would have
the effect of reducing the ultimate replacement rate by 5 percent.

Effective date. —For people first becoming eligible for retirement
or disability in 2000.

QASDI savings: 0.43 percent of taxable payroll.
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ELIMINATION OF RETIREMENT EARNINGS TEST

(Section 121 of the Bill)

Present law
Social security beneficiaries under age 70 who work and have

earnings are subject to a one dollar reduction in benefits for every
two dollars of earnings, when their earnings exceed certain exempt
amounts. For 1983, the annual exempt amount is $6,600 for people
age 65 and older.

Committee amendment
The Committee amendment would gradually phase out, between

1990 and 1994, the retirement earnings test for people 65 and older.
The exempt amount of earnings would be increased by $3,000 in
1900 and in each of the next four years, with the earnings test (for
people 65 and older) completely eliminated in 1995.

Effective date.—The provision would be phased in between 1990
and 1994.

OASDI cost.—This amendment is estimated to cost 0.05 percent
of taxable payroll in the long-range.

CHILD-CARE DROP OUT YEARS

(Section 122 of the Bill)

Present law
In computing a worker's covered earnings history under social

security (upon which his and his family's benefits are based), up to
five years in which earnings are lowest are dropped.

Committee amendment
The Committee amendment would allow up to two additional

years to be dropped for persons who leave the workforce to care for
a child under 3 in the home. To qualify for a child-care drop year,
the worker can have no earnings at all during the year.

Effective date.—For persons first eligible for benefits after 1983.

OASD COST

[In billions, calendar years]

1984 1985 1986 1987 1988 1989

Short-range
(1) —$0.1 —$0.1 —$0.2 —$0.4 —$0.5 —$1.3

Long range: — .04 percent of taxable payroll.

less than $50 million.

PRIsONERS BENEFITS

(Section 123 of the Bill)

Present law
Persons imprisoned for the conviction of a felony may not receive

student benefits (which are being phased out anyway), and are not
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eligible for disability benefits unless they are participating in a
court-approved rehabilitation program. (Dependents benefits are
not affected.) Also, impairments resulting from the commission of a
crime cannot be the basis for disability benefits and impairments
occurring during imprisonment cannot be the basis for disability
benefits during the period of imprisonment.

Presently, benefits may continue to be paid to incarcerated felons
who are either retired workers, widow or widower beneficiaries,
spouses of retired or disabled workers, and to those DI beneficiaries
in a court-approved rehabilitation program.

Committee amendment
The Committee amendment would expand present law to elimi-

nate all benefits to felons during their period of incarceration.
Benefits of dependents and survivors of incarcerated felons would
not be affected.

Effective date.—Applicable to benefits paid for the month after
enactment.

OASDI Cost: Negligible.

ELIMINATE BENEFITS TO ALIENS

(Section 124 of the Bill)

Present law
There are no citizenship or residence requirements for receiving

social security cash benefits (OASDI). Any alien in the U.S.—
whether legally or illegally, or as a permanent or temporary resi-
dent—is eligible for benefits provided he has engaged in covered
employment and otherwise meets the eligibility requirements. De-
pendents and survivors are also eligible for benefits regardless of
their immigration status or that of the insured worker.

About $1 billion is being paid annually to the 314,000 benefici-
aries who reside abroad. About 70% of these beneficiaries are
aliens.

Committee amendment
The Committee amendment provides that, in the future, benefits

would be eliminated to alien workers, their dependents and survi-
vors who reside abroad. No benefits would be paid to alien depend-
ents of alien workers who were acquired (through marriage, birth
or adoption) while outside the United States. However, benefits
would be paid under the following conditions:

(1) the worker is the citizen of a country with which the
United States has a treaty or totalization agreement which
provides for reciprocity of social security coverage; and

(2) benefits would continue until total benefits paid to the
wage earner and dependents equal taxes paid by the wage
earner.

Effective dates.—This amendment would apply to new eligibles
on or after January 1, 1985.



24

OASDI SAVINGS

[Dollars in billions, calendar yearn]

1983 1984 1985 1986 1981 1988 1989 1983—89

Short range (I) (I) (I) (I) (I) (I) (I) (I)

Long range: .01 percent ot taxable payroll.

I Savings ot less than $50 million.

FAIL-SAFE PROVISION

(Section 125 of the Bill)

Present law
Presently, there are no "fail-safe" provisions in the social secu-

rity system that ensure benefit payments can be met on an ongoing
basis in the face of adverse economic conditions. (The Board of
Trustees is required to report immediately to the Congress if any of
the trust funds is "unduly small".)

Committee amendment
Under the Committee amendment, the Secretary of Health and

Human Services would be required to make an annual evaluation
of the projected balances in the cash benefits trust funds, taking
into account future cost-of-living increases. If the cash benefits
(OASDI) fund reserves are projected to decline from the start of the
next year to the start of the following year and to then be less than
20 percent of a year's benefits, the Secretary would be required to
notify the Congress and if no action is taken, to scale back the
COLA to the extent necessary to prevent a decline which would
leave the reserves below that level.

Insofar as possible, the limitation on the COLA would be applied
to people whose benefits are based on a primary benefit level of
more than $250 per month. The determination as to whether a lim-
itation on the cost-of-living increase was necessary would be made
only after taking into account all other statutory provisions for as-
suring adequate funds. The Secretary would have to notify Con-
gress by July 1 of each year in which he finds that action to limit
the next cost-of-living increase would be required under this provi-
sion. Since cost-of-living increases will be reflected in the January
checks, this would give Congress several months in which to pro-
vide additional funding or to address the problem in any other
manner the Congress might find to be appropriate.

The Committee views this provision as a last resort which would
come into play only after all other authorities for maintaining
trust fund solvency had been exercised. Thus, for example, other
provisions in this legislation for such procedures as interfund bor-
rowing and normalization of tax transfers would be invoked before
this provision would be operative to the extent that such proce-
dures are authorized by law. Under current projections such meas-
ures should be sufficient to keep fund balances from declining to
dangerous levels. If, however, unexpected adverse situations should
develop, this provision would assure that sufficient reserves were
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maintained so that regular, timely payment of monthly benefit
checks would not be placed in jeopardy.

This provision would implement the recommendation of the Na-
tional Commission on Social Security Reform that this social secu-
rity financing legislation include provision for a "fail-safe" mecha-
nism.

Effective date.—Determinations beginning July 1, 1984.
OASDI Cost Impact: This provision is not expected to be utilized

under the 1983 Trustees intermediate (11—B) assumptions.

PART C—REVENUE PRovisIoNs

A. Taxation of social security and railroad retirement benefits
(sec. 131 of the bill, new Code secs. 86 and 6050, and Code secs. 861,
871, 1441, and 6103)

Present law
Under present law, social security benefits are excluded from the

gross income of the recipient. Their exclusion is based upon a
series of administrative rulings issued by the Internal Revenue
Service in 1938 and 1941 (see I.T. 3194, 1938—1 C.B. 114, I.T. 3229,
1938—2 C.B. 136, and I.T. 3447, 1941—1 C.B. 191). Railroad retire
ment benefits are excluded from gross income under the Railroad
Retirement Act.

In general, the gross amount of fixed or determinable annual or
periodic income (which is not effectively connected with a U.S.
trade or business) received by a nonresident alien from U.S.
sources is subject to a 30-percent tax (Code sec. 871); this tax is col-
lected by withholding (sec. 1441). A pension for services performed
in the United States would be U.S.-source income and the gross
amount of a U.S.-source pension is subject to the 30-percent with-
holding tax or a lower rate if so provided by treaty. The U.S. Model
Income Tax Treaty, as well as. a number of actual tax treaties to
which the United States is a party, provides reciprocally that pen-
sions received by a resident of one country from sources in the
other country are taxable only by the country of residence. Howev-
er, the United States has reserved the right to tax social security
benefits in the U.S. Model Income Tax Treaty and a number of
actual tax treaties.
Reasons for change

The Committee believes that the present policy of excluding all
social security benefits from a recipient's gross income is inappro-
priate. The committee believes, further, that social security bene-
fits are in the nature of benefits received under other retirement
systems, which are subject to taxation to the extent they exceed a
worker's after-tax contributions and that taxing a portion of social
security benefits will improve tax equity by treating more nearly
equally all forms of retirement and other income that are designed
to replace lost wages (for example, unemployment compensation
and sick pay). Furthermore, by taxing social security benefits and
appropriating these revenues to the appropriate trust funds, the fi-
nancial solvency of the social security trust funds will be strength-
ened.

17-763 0 — 83 —



26

Because Tier 1 benefits provided under the Railroad Retirement
Act are largely equivalent to social security benefits, the committee
believes that corresponding changes also should be made in the tax
treatment of these benefits. That is, a portion of railroad retire-
ment benefits also should be subject to income taxation.

By taxing only a portion of social security and railroad retire-
ment benefits (that is, up to one-half of benefits in excess of a cer-
tain base amount), the Committee's bill assures that lower-income
individuals, many of whom rely upon their benefits to afford basic
necessities, will not be taxed on their benefits. The maximum pro-
portion of benefits taxed is one-half in recognition of the fact that
social security benefits are partially financed by after-tax employee
contributions. The bill's method for taxing benefits assures that
only those taxpayers who have substantial taxable income from
other sources will be taxed on a portion of the benefits they re-
ceive.

Taxation of social security and railroad retirement benefits
Under the committee's bill, a portion of social security benefits

will be included in the gross income of recipients whose adjusted
gross income exceeds certain levels. (This provision is not intended
to change the tax treatment of social security benefits paid by for-
eign governments; these benefits have been held by Treasury to be
fully includible in gross income (Rev. Rul. 62—1979, 1962—2, C.B.
20)). The bill defines a "social security benefit", as any amount re-
ceived by the taxpayer by reason of entitlement to either (1) a
monthly benefit under title II of the Social Security Act (Federal
Old-Age, Survivors, and Disability Insurance Benefits (OASDI)), or
(2) Tier 1 benefit under the Railroad Retirement Act of 1974. A
Tier 1 benefit generally is a monthly benefit equal to what an indi-
vidual would receive if the formula for computing social security
benefits were applied to the individual's history of covered wages
under both the social security and railroad retirement systems.

Social Security benefits, to the extent they are taxable, will be
included in the taxable income of the person who has the legal
right to receive the benefits. For example, benefits paid to a child
(or on behalf of a child under section 203(i) of the Social Security
Act) will be considered to be the child's and will be added to the
child's other income to determine whether they are taxable. The
amount of benefits received refers to benefit payments after reduc-
tions under such provisions as actuarial reductions, family maxi-
mum, and the earnings test, but includes certain amounts that
may be withheld from benefits, such as payments of supplementary
medical insurance premiums, where the amounts withheld are for
the purpose of meeting a financial obligation incurred by the indi-
vidual entitled to receive such benefit payments. In addition, the
amount of any social security benefits received will include the
total amount of the benefits without any reduction for attorneys'
fees, if any, paid in order to enable an individual to receive those
benefits. The committee expects the Secretary of the Treasury to
provide guidance on the extent to which expenses (such as attor-
neys' fees) incurred in perfecting claims to social security benefits
may be deducted, now that some of the social security benefits may
be taxed.
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Social security benefits that will be included in the gross income
of a taxpayer for a taxable year will be limited to the lesser of (1)
one-half of the social security benefits received, or (2) one-half of
the excess of the sum of the taxpayer's adjusted gross income, in-
terest on obligations exempt from tax, and one-half of the social se-
curity benefits received, over the appropriate base amount. Thus,
the maximum proportion of social security benefits that will be in-
cluded in the gross income of any taxpayer will be one-half of bene-
fits. This provision does not affect the exclusion for interest on tax-
exempt obligations. Rather, it merely includes that interest in the
base for the purpose of determining the amount of an individual's
social security benefits that will be taxed.

The base amount is $32,000 in the case of a married individual
filing a joint return; zero in the case of a married individual filing
a separate return, unless he or she lived apart from his or her
spouse for the entire taxable year; and $25,000 in the case of all
other individuals.

The base amount is zero for married individuals filing separate
returns because the committee believes that the family should be
treated as an integral unit in determining the amount of social se-
curity benefit that is includible in gross income under this provi-
sion. If the base amount for these individuals were higher, couples
who are otherwise subject to tax on their benefits and whose in-
comes are relatively equally divided would be able to reduce sub-
stantially the amount of benefits subject to tax by filing separate
returns.

For the purpose of determining how much of a taxpayer's social
security benefit will be included in gross income, a taxpayer will be
permitted to reduce benefits received during the taxable year by
the amount of benefits, previously received during the current or
any preceding taxable year, that he repays during the taxable year.
This provision is necessary to prevent a taxpayer from being sub-
ject to taxation on his benefits in those situations in which a tax-
payer must repay a portion of those benefits because he has been
overpaid previously. A taxpayer will be permitted an itemized de-
duction, to the extent allowed under section 165, for repayments of
social security benefits which had been included in gross income in
a previous year, to the extent that the repayments exceed social se-
curity benefits received by the taxpayer, and not repaid, during the
taxable year. Alternatively, if such amount repaid exceeds $3,000,
the taxpayer has the option under section 1341 to compute tax for
the taxable year without the deduction and to subtract from that
amount the reduction in tax that would have resulted from exclud-
ing the amount repaid from income for the year of the overpay-
ment.

The committee's bill provides an elective, special rule for taxpay-
ers who receive lump-sum payments. This rule was determined to
be necessary because in some situations involving lump-sum pay-
ments of benefits attributable to prior years, the general income-
aveaging rules may not provide adequate relief.

If this special rule is elected, the taxpayer will detemine the tax
for the taxable year of receipt of the lump-sum payment by includ-
ing in gross income for the current year the sum of the increases in
gross income that result solely from taking into account the appro-
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priate portions of the lump-sum payment in the taxable year to
which they are attributable. The committee intends that when
lump-sum payments are made, the Social Security Administration
or Railroad Retirement Board will notify the recipients thereof of
the taxable years to which the payments are attributable.

Social security benefits are to be treated as a pension or annuity
and, therefore, not treated as earned income, for purposes of the
earned income credit, the deduction for contributions to individual
retirement arrangements, the deduction for two-earner couples,
and the foreign earned income exclusion.

Returns relating to social security benefits
Information reporting will be required with respect to benefit

payments. Specifically, the appropriate Federal official (i.e., the
Secretary of Health and Human Services, in the case of social secu-
rity benefits, and the Railroad Retirement Board, in the case of
railroad retirement benefits) will be required to report to the
Treasury (1) the aggregate amount of benefits paid with respect to
any individual during any calendar year; (2) the aggregate amount
of benefits repaid by the individual during the calendar year; and
(3) the name and address of the individual with respect to whom
benefits are paid. In addition, each individual receiving social secu-
rity or railroad retirement benefits will be furnished with a written
statement showing (1) the name of the agency making the pay-
ments, and (2) the aggregate amount of payments and repayments.
This statement will be due by January 31 of the year following the
year in which social security benefits are paid.

Treatment of nonresident aliens
The committee's bill provides that social security benefits paid by

the United States are U.S.-source income for purposes of the Code,
including the foreign tax credit. In addition, one-half of social secu-
rity benefits paid to nonresident aliens will be subject to the gener-
al 30-percent tax which will be collected by withholding. The com-
mittee's bill is not intended to override the treatment of social se-
curity benefits provided in existing income tax treaties to which
the United States is a party.

The committee's bill permits the Secretary of the Treasury to
disclose to the Social Security Administration or the Railroad Re-
tirement Board available return information from the master files
of the Internal Revenue Service with respect to the address and
status of an individual as a nonresident alien or as a resident or
citizen of the United States. This information, which may be dis-
closed upon written request, may be disclosed to the Social Security
Administration and the Railroad Retirement Board only for pur-
poses of carrying out their responsibilities for withholding taxes
from social security benefits of nonresident aliens. Any return in-
formation disclosed under this provision will be subject to the pres-
ent law requirements regarding recordkeeping and safeguarding of
return information.
Transfers to trust funds

The committee's bill appropriates to each payor fund the in-
crease in Federal income tax liabilities attributable to taxing social
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security benefits. This amount is the difference between total
income tax liabilities for the year and what income tax liabilities
would have been without the application of the Code sections
which provide for the taxation of benefits. A "payor fund" is any
trust fund or account from which payments of social security bene-
fits are made.

The appropriated amounts are to be transferred from time to
time (but no less frequently than quarterly) from the general fund
of the Treasury on the basis of estimates made by the Secretary of
the Treasury. Transfers to the payor funds may be based on the
proportion of each type of benefit as a share of the total benefits
potentially includible in gross income under these provisions. For
example, suppose that after adding OASI benefits, DI benefits and
Tier I railroad retirement benefits the shares of these in the total
are 80 percent, 16 percent, and 4 percent, respectively. These per-
centages of the increase in tax liabilities described above may then
be transferred to the respective funds.

Any quarterly payment to a payor trust fund must be made on
the first day of the quarter and must take into account social secu-
rity benefits estimated to be received during the quarter. Proper
adjustments are to be made in the amounts subsequently trans-
ferred to the extent that prior estimates were in excess of, or less
than, the amounts required to be transferred. A final determina-
tion of the amount required to be transferred for a year may be
based on an estimate derived from the appropriately weighted
sample of individual income tax returns for that year which is used
as the basis for the Internal Revenue Service's publication of statis-
tics of income for that year under Code section 6108. In making
these estimates, the Secretary of the Treasury need not take ac-
count of certain provisions of the tax law that might affect an indi-
vidual's tax liability (e.g., income averaging, loss carrybacks, etc.) if
these provisions are judged to have an inconsequential effect on
the estimates.

The Secretary of the Treasury will be required to submit annual
reports to the Congress and to the Secretary of Health and Human
Services and the Railroad Retirement Board concerning (1) the
transfers made during the year, and the methodology used in de-
termining the amount of the transfers and the funds or account to
which made, and (2) the anticipated operation of the transfer mech-
anism during the next five years.
Taxation of Tier One railroad retirement benefits

The Committee's bill provides that railroad retirement "Tier 1"
benefits are subject to taxation to the same extent and in the same
manner as monthly benefits payable under title II of the Social Se-
curity Act. As a result of this change, certain amounts will be
transferred regularly to the Railroad Retirement Account.

Under the financial interchange between railroad retirement
and social security, however, the social security trust funds are
placed in the same position they would have been in if railroad em-
ployment were covered under social security. Therefore, the com-
mittee understands that existing law requires that the proceeds of
income taxes on those railroad retirement benefits which are strict-
ly equivalent to social security benefits are to be credited to the
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social security trust funds through adjustments in the financial in-
terchange. This will produce exactly the same result as if the social
security system had paid that portion of the tier I benefits which
are strictly equivalent to social security benefits and had received
the proceeds of the income tax on these benefits.

Effective date
In general, the provisions will apply to benefits received after De-

cember 31, 1983, in taxable years ending after that date. However,
the provisions will not apply to benefits received after December
31, 1983, if the generally applicable payment date of these benefits
was before January 1, 1984.

B. Acceleration of increases in FICA taxes; 1984 employee tax
credit (sec. 132 of the bill; secs. 3101, 3111, and new sec. 3510 of the
code)

Present Law
Under present law, several increases in social security payroll

tax (FICA) rates are already scheduled to take effect between 1985
and 1990, as shown in the following table:

EMPLOYER-EMPLOYEE RATE (EACH)

Year OASDI HI OASDI—HI

1984

1985

1986

1981

1988

1989

5.4

5.1

5.7

5.1

5.7

5.7

6.2

1.30

1.35

1.45

1.45

1.45

1.45

1.45

6.10

1.05

7.15

7.15

1.15

7.15

1.65
1990

Reasons for change
In conjunction with other changes in the law which are designed

to help insure the solvency of the OASDI Trust Funds, the commit-
tee has found it necessary to advance the OASDI increase sched-
uled for 1985 to 1984 and part of the increase scheduled for 1990 to
1988. In order to cushion the impact on workers of the first change,
a one-time tax credit is provided to employees equal to the 1984 in-
crease in the employees FICA tax.

Explanation of provi.sion
The bill provides a new schedule of OASDI rates and leaves HI

rates unchanged. The new OASDI rates and combined OASDHI
rates are as follows:

EMPLOYER-EMPLOYEE RATE (EACH)

Year OASDI HI OASDI—HI

1984 5.70 1.30 7.00

1985 5.70 1.35 7.05

1986
5.70 1.45 1.15
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EMPLOYER-EMPLOYEE RATE (EACH)—Continued

Year OASDI HI
OASDI-

1987

1988

5.70

6.06

6.06

6.20

1.45

1.45

1.45

1.45

7.15

7.51

1.51

7.65
1989

1990

Because railroad retirement (RR) payroll taxes are linked to the
rates for social security, the committee's bill also provides similar
increases in the corresponding railroad retirement taxes.

The bill provides emplyees a credit equal to 0.3 percent of com-
pensation subject to the FICA and RR taxes and to payments of
amounts equivalent to FICA taxes under section 218 of the Social
Security Act. Because the credit is to be taken into account at the
time the tax is collected (by deduction from the employees' wages
or otherwise), the net OASDI employee tax rate for 1984 will be
5.40 percent. However, employees' annual wage statements are to
show the gross FICA tax (7.00 percent of wages) and the credit
amount (0.3 percent of wages) separately. As under present law,
the appropriation of funds into, for example, the OASDI trust
funds will be based on the gross OASDI employee tax rate, which
will be 5.70 percent and, thus, will not be affected by the credit.

Effective date.—These provisions will apply to remuneration paid
after December 31, 1983.

C. Self-employment income tax and credit (secs. 133 of the bill
and secs. 43, 164, 275, 401, 1401, and 1402 of the Code)

Present Law
The Self-Employment Contributions Act (SECA) imposes two

taxes (OASDI and HI) on self-employed individuals. Self-employed
persons pay an OASDI tax rate that is equal to approximately 75
percent of the combined employer-employee rate and an HI tax
rate that is equal to 50 percent of the combined employer-employee
rate.

The presently scheduled OASDI rates for self-employment
income are as follows:

IN THE CASE OF A TAXABLE YEAR

Beginning after; and before: percent:

December 31, 1981 January 1, 1985 8.05

December 31. 1984 January 1, 1990 8.55

December 31. 1989 9.30

The HI rates for self-employment income are as follows:

IN THE CASE OF A TAXABLE YEAR

Begnnng after: and before: percent:

December 31, 1980 January 1, 1985 1.30

December 31. 1984 January 1, 1986 1.35
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N THE CASE OF A TAXABLE YEAR—Continued

Beginning after: and before: percent:

December 31, 1985 1.45

Under present law, the expenses of compensation or purchased
services, including wages, the employer FICA tax, and payments to
self-employed individuals are deductible, for income tax purposes,
as business expenses. However, neither the employee FICA tax nor
the SECA tax is deductible.

Reasons for change
The committee is concerned that, under the current system, self-

employed individuals pay into the social security system less than
employers and employees, taken together, contribute for equal
benefits. Thus, even though an employer may take an income tax
deduction for his share of the payroll tax paid on behalf of an em-
ployee and Federal revenues would be reduced thereby, the social
security trust funds received less than is necessary to provide bene-
fits to self-employed individuals. This disparity in receipts contrib-
utes to the financial difficulties of the social security system.

Explanation of provisions
Under the bill, the OASDI rate on self-employment income will

be equal to the combined employer-employee OASDI rate, and the
HI tax rate on self-employment income will be equal to the com-
bined employer-employee HI rate. In order to cushion the impact of
the increase, the bill provides a permanent credit against SECA
taxes.

The OASDI tax rate on self-employment income will be:

THE CAS E OF A TAXAB LE YEAR

Beginning after: and before: percent:

December 31, 1983 January 1, 1988 11.40.

December 31, 1987 January 1, 1990 12.12

December 31, 1989 12.40

The HI rate for self-employed persons will be:

N THE CASE OF A TAXABLE YEAR

Beginning atter and before: percent

December 31, 1983 January 1, 1985 2.60

December 31, 1984 January 1, 1986 2.70

December 31, 1985 2.90

Beginning in 1984, self-employed persons will be entitled to a
permanent credit against SECA tax. For 1984, the credit will be 2.9
percent of self-employment income. For 1985, the credit will be 2.5
percent. For 1986, the credit will be 2.2 percent. For 1987—1989, the
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credit will be 2.1 percent. For 1990 and subsequent years, the rate
of the credit will be 2.3 percent. The SECA tax credits may be
taken directly into account in computing SECA liability for a tax-
able year and estimated tax payments for that year.

The SECA tax credits will not reduce the revenues of the social
security trust funds, since under the Social Security Act, appropri-
ations into the trust funds will be based on the SECA tax rates
specified above without regard to the credits allowed against such
taxes.

Effective date.—The provisions will be effective for taxable years
beginning after December 31, 1983.

REALLOCATION OF OA5DI TAX RATE

(Section 141 of the Bill)

Present law

The tax rate allocation between OASI and DI is fixed in the law.
The following table displays the allocation for employers, employ-
ees and the self-employed:

OASDI TAX RATES

Employers

OASI

and employees, each

Dl OSDI

Self .ernployJ

OSI DI DASDI

1982 to 1984 4.575 0.825 5.4 6.8125 1.2375 8.05
1985 to 1989 4.750 .950 5.7 7.1250 1.4250 8.55
1990 and later 5.100 1.100 6.2 7.6500 1.6500 9.30

Committee amendment

The Committee amendment would reallocate the OASDI tax so
that both trust funds will have about the same reserve ratios (i.e.,
reserves at the beginning of a year as a percentage of outgo during
the year). This is the same as the recommendation of the National
Commission on Social Security Reform.

The following table displays the new allocation for the OASDI
tax rate:

Empyers and employees, each Sf.empI
OSI DI OASDI OSI Dl OSDl

1983 5.075 0.625 5.7 10.4625 0.9375 11.40
1984 to 1987 5.20 .50 5.7 10.4 1.0 11.40
1988 to 1989 5.53 .53 6.06 11.06 1.06 12.12
1990 to 1999 5.60 .60 6.20 11.2 1.20
2000 and later 5.55 .65 6.20 11.1 1.30 12.40

Effective.—The first reallocation would apply for 1983.

17—763 0 — 83 — 5
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INTERFUND BORROWING EXTENSION

(Section 142 of the Bill)

Present law
Public Law 97—123 authorized, through December 31, 1982, bor-

rowing between the OASI, DI, and HI trust funds whenever it was
determined by the Managing Trustee (the Secretary of Treasury)
that additional funds were needed to pay benefits. The Conference
Report specified that amounts borrowed could not exceed what was
required to ensure benefit payments through June 1983. Under this
authority, and to fulfill this purpose, $17.5 billion was transferred
to the OASI trust fund from the DI and HI trust funds in 1982 (of
which $12.4 billion was from HI).

Under the law, the borrowing fund is required to make periodic
interest payments on outstanding balances. Also the loan must be
repaid when the Managing Trustee determines that the assets of
the borrowing fund are sufficient to begin repayment.

Committee amendment
Through 1987, the committee amendment would authorize inter-

fund borrowing between the OASI, DI, and HI trust funds. The fol-
lowing protections would be provided for the HI trust fund: (1) in-
trest would be paid monthly to HI on any outstanding loans to
OASDI; (2) OASDI could not borrow from HI in any month the HI
trust fund ratio is under 10 percent (with no more to be borrowed
than would reduce' such ratio to 10 percent); (3) in 1983—87, OASDI
would repay loans from HI whenever the OASDI fund ratio at the
end of the year exceeds 15 percent; and (4) in 1988—89, OASDI
would repay HI, in 24 equal monthly payments, the loan balance
outstanding at the end of 1987 (plus interest on any outstanding
loan balance).

Similar protections would be provided for the OASI and DI trust
funds in the event that HI were to borrow from OASDI.

The amendment is similar to the recommendation of the Nation-
al Commission on Social Security Reform to authorize, through
1987, interfund borrowing between the OASI and DI trust funds
and to the OASI and DI trust funds from the HI trust fund.

Under the Committee amendment, using intermediate cost esti-
mates the amounts available from the HI trust fund for loans (in
excess of the 10 percent requirement) to the OASDI trust funds
would be about $7 billion in 1984, $5 billion in 1985, $4 billion in
1986, and $3 billion in 1987; however, under this estimate the
OASDI trust funds would not need any further loans in 1983-87.
Under the pessimistic cost estimate, such amounts available from
the HI trust fund would be about $6 billion in 1984, $4 billion in
1985, and zero in 1986—87; however, under this estimate the OASDI
trust funds would not need any further loans in 1983-87 (although
slightly worse experience during that period would make loans nec-
essary).

Effective.—On enactment.
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CREDIT AMOUNTS OF UNNEGOTIATED CHECKS TO THE TRUST FUNDS

(Section 143 of the Bill)

Present law
The social security trust funds are not credited for OASDI bene-

fit checks which remain uncashed. Instead, the value of benefit
checks which are not cashed remains in the General Fund of the
Treasury.

Committee amendment
The Committee amendment would provide for a lump-sum pay-

ment to the OASDI trust funds from the General Fund represent-
ing the amount of uncashed benefit checks which have been issued
in the past. In addition, it would require the implementation of a
procedure under which: (1) the Treasury Department would make
it possible to distinguish OASDI checks from other government
checks; and (2) the trust funds would be credited on a regular basis
with an amount equal to the value of all OASDI benefit checks
which have not been negotiated for a period of twelve months. This
is similar to the recommendation of the National Commission on
Social Security Reform which required only the initial lump sum
transfer, assuming that future transfers were already provided for.

Effective date.—The lump sum transfer would be made in the
month following the month of enactment of this provision.

OASDI REVENUE GAIN

1983 1984 1985 1986 1987 1988 1989 1983—89

Short range $0.8 (1) (1) (1) (1) (1)
long range: negligible.

'Less than $50 million.

MILITARY WAGE CREDITS

(Sections 144 and 145 of the Bill)
Present law

Since 1946, the OASDI system has provided gratuitous wage
credits to persons who serve in the military forces. Such military
personnel have been credited with earnings (upon which benefits
are based) for which no payroll taxes have been paid. Two types of
credits have been given: (1) for World War II veterans, noncontrib-
utory wage credits of up to $1,920 per year for active military serv-
ice from 1940 to 1957; and (2) noncontributory wage credits of
$1,200 per year for military service performed after 1956 to recog-
nize the value of non-cash compensation, such as food, shelter and
medical services. (In 1957, members of the military were compul-
sorily covered under social security.)

To finance the costs incurred in paying the benefits based on pe-
riods of military service for which no contributions were made, the
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social security trust funds receive reimbursements from the Gener-
al Fund of the Treasury. The annual reimbursement to the trust
funds has been about $700 million in recent years.

Committee amendment
The Committee amendment would credit the OASDHI trust

funds, in a lump sum, with an amount equal to the estimated addi-
tional cost of providing future benefits based on pre-1957 military
wage credits. In addition, the OASDHI trust funds would be cred-
ited with a lump sum payment equaling the taxes that would be
credited with a lump sum payment equaling the taxes that would
have been collected and the interest that would have been earned
if the credits for service after 1956 and before 1983 had been taxed
as they were earned, less the reimbursements already received. Be-
ginning in 1983, a general fund appropriation would reimburse the
trust funds on a current basis for the employer-employee, taxes on
additional military wage credits given for non-cash compensation.

This is the same as the recommendation of the National Commis-
sion on Social Security Reform except that the Committee has ex-
tended the provision to include HI.

Effective date.—Lump sum is payable in the month following the
month of enactment. Lump sums would be payable within 30 days
after the enactment of this provision.

OASDI REVENUE GAIN

1989 1983—891983 1984 1985 1986 1981 1988

Short range $18.4

Long range: pIus .01 of taxable payroll.

—$0.4 —$0.4 —$0.3 —$0.4 —$0.4 —$0.4 $16.0

TRUST FUND INVESTMENT PROCEDURE

(Section 146 of the Bill)

Present law
Payroll tax revenues which are in excess of the amount neces-

sary to pay current benefits must be invested, generally in "special
issue" obligations available for purchase only by the trust funds.
Such obligations have maturities fixed with "due regard" for the
needs of the trust funds and bear an interest rate equal to the
average market yield on all marketable, interest bearings obliga-
tions of the U.S. government which are not due or callable for at
least 4 years.

The maturity dates on new special issues and the redemption
schedule for trust fund investments are not set by law, but by
Treasury procedure. The Treasury attempts to set the maturity
dates for special issues from 1 to 15 years—so that about /i of the
total portfolio comes due in each of the next 15 years. When securi-
ties must be sold to meet benefit obligations, special issues with the
shortest duration until maturity are sold first. In the event that
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there are several securities with the same duration until maturity,
those with the lowest interest rate are sold first.

Committee amendment
The Committee amendment provides for reinvesting all trust

fund assets each month at a rate of interest based on the average
market rate on all public-debt obligations currently held by Treas-
ury with a duration of four or more years until maturity.

The amendment would require the Managing Trustee to: (1)
redeem all present special issues at their face amount; (2) redeem
all flower bonds (marketable government bonds which, for inheri-
tance tax purposes, are redeemable at par) at their current market
values; and (3) invest, on a monthly basis, the redeemed invest-
ments and all future funds only in separate depository accounts for
each of the trust funds.

This is similar to the recommendation of the National Commis-
sion on Social Security Reform, except that the Commission recom-
mended investing in special issues.

Effective.—The first day of the first month beginning more than
30 days after the date of enactment.

Revenue Gain: No significant gain or loss anticipated.

PUBLIC MEMBERS ON BOARD OF TRUSTEES

(Section 147 of the Bill)

Present law
The Board of Trustees of the four social security trust funds (Old-

Age and Survivors Insurance, Disability Insurance, Hospital Insur-
ance, and Supplemental Medical Insurance) consists of, ex officio,
the Secretaries of the Treasury, Health and Human Services, and
Labor, with the Secretary of the Treasury serving as the managing
trustee. Among other responsibilities, the Board of Trustees is re-
quired to report to Congress each year on the operation and status
of the trust funds, review the general policies followed in managing
the trust funds, and recommend changes in such policies.
Committee amendment

The Committee amendment would add two public members to
the Board to Trustees of the OASDI, HI, and SM! trust funds. The
public members would be nominated by the President and con-
firmed by the Senate. The two public members could not be from
the same political party. Public members would not be considered
fiduciaries and would not be personally liable for actions taken in
such capacity with respect to the trust funds.

The National Commission on Social Security Reform also pro-
posed that the Board of Trustees of the OASDI trust funds be ex-
panded to include two public members.

Effective.—On enactment.
Cost. —None.



38

ACCELERATE STATE AND LOCAL DEPOSITS

(Section 148 of the Bill)

Present law
Requires the. deposit of withheld social security taxes for State

and local employees within thirty days after the end of the month
in which the applicable wages were paid.

By contrast, the frequency with which deposits of social security
taxes and income taxes are made by private employers is deter-
mined under regulations issued by Treasury and vary in accord-
ance with the tax liability of the employer. Deposits are required
as frequently as every week for employers with large liabilities and
as infrequently as every three months for employers with smaller
liabilities.

Although State and local governments are now governed by the
same rules as private employers with regard to depositing withheld
income taxes, deposits of social security taxes continue to be treat-
ed differently.

Committee amendment
The Committee amendment would apply the same social security

tax deposit requirements to State and local governments that now
apply to private employers.

Effective date.—Effective for deposits required to be made after
December 1983.

OASDI REVENUES

[In billions, ca: rs]

1984 1985 1986 1987 1988 1989 1983—89

Short range $1.4

Long-range: Negligible.

$0.1 $0.1 $0.1 $0.3 $0.2 $2.2

TRIGGERED NORMALIZATION OF TAX TRANSFERS

(Section 149 of the Bill)

Present law
Under current procedures, social security taxes are transferrred

to the trust funds on a daily basis on Treasury estimates of
amounts collected. OASDI benefit payments, however, are concen-
trated at the start of the month creating the need for high bal-
ances in the OASDI trust funds during the first week of the month.

Committee amendment
The Committee amendment provides that, when at the start of

any month, the Secretary of Treasury determines that the reserves
of the OASDI trust funds are inadequate to meet 1½ months of
benefits (reserves less than 12% of outgo), the Secretary would be
required to credit the trust funds on the first day of the next
month with the full payroll tax revenues estimated for the month.
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Interest would be paid to the General Treasury on the excess sums
so transferred at a rate equal to the average 91-day Treasury bill
rate during the month, with such interest being payable at the end
of each month.

Effective.—On enactment through 1987 (when the authority for
interfund borrowing expires).

Cost. —Negligible.
Treatment of certain deferred compensation and salary reduction

arrangements (sec. 150 of the bill and sec. 3121(a) of the Code).

Present law

Cash or deferred arrangements
Under a qualified cash or deferred arrangement (sec. 401(k))

forming a part of a tax-qualified profit-sharing or stock bonus plan,
a covered employee may elect to have the employer contribute an
amount to the plan on the employee's behalf or to receive such
amount directly from the employer in cash. Amounts contributed
to the plan pursuant to the employee's election are treated as em-
ployer contributions to the plan and are excluded from the employ-
ee's taxable income and social security wage base.

Amounts distributed with respect to an employee under a quj..
fled plan generally are includible in the recipient's incorn, buTt are
excluded from the social security wage base.

Tax-sheltered annuities
Under present law, tax-sheltrj annuities (sec. 403(b)) may be

purchased on an individu 'oasis for employees of public schools or
tax-exempt religious. Znaritable, and other organizations described
in section 501(c)(). Subject to certain limitations, amounts paid by
the employer to purchase the annuity are excluded from the em-
ployee's income. A tax-sheltered annuity may be purchased for an
employee pursuant to a salary reduction agreement between the
employer and the employee.

The Internal Revenue Service has ruled that amounts paid for a
tax-sheltered annuity pursuant to a salary reduction agreement

__ae—ii1Tudible in the employee's social security wage base, even
though such amounts may not be subject to income tax withhold-
ing. The validity of the ruling position is in doubt in light of the
Supreme Court decision in Rowan companies, Inc. v. United States
(see following section of this report).

Amounts distributed under a tax-sheltered annuity generally are
includible in the recipient's income, but are excluded from the
social security wage base.

Cafeteria plans
Under an employer's cafeteria plan (sec. 125), a covered employee

may choose among various benefits, which may include cash, tax-
able benefits, or nontaxable benefits. If certain requirements are
met, amounts applied under a cafeteria plan toward nontaxable
benefits (e.g., accident and health benefits or plan contributions
under a qualified cash or deferred arrangement) are excluded from
the employee's income and generally from the social security wage
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base. Taxable benefits chosen by the employee (e.g., cash) are in-
cludible in income and generally includible in the wage base.

Eligible State deferred compensation plans
Under an eligible State deferred compensation plan (sec. 457(a)),

an employee of a State or local government or a rural electric coop-
erative may elect to defer compensation, subject to certain limits.
Amounts deferred under an eligible plan are excluded from income
until paid to the employee under the plan. Eligible State deferred
compensation plans generally are not retirement plans for pur-
poses of the rules defining "wages" includible in the social security
wage base. (For example, the income tax rules for eligible plans
permit distributions to an employee after age 59'/2 without regard
to whether the employee is retired.) Thus, amounts deferred are in-
cludible in the social security wage base at the time of the deferral
if the plan is not a retirement plan.
Non-qualified deferred compensation plans

Under present law (sec. 3121(a)), standby pay or payments made
to an employee on account of retirement, either on an individual
basis or under a plan or system of the employer providing for em-
ployees generally, may be excluded from the social security wage
base without regard to whether the payments are under a tax-
quaIitd retirement plan (sec. 401(a) or 403(a)) or other tax-favored
retirement avings program (e.g., a tax-sheltered annuity (sec.
403(b)).

Reasons for change
Generally, if an employee receives cash and then chooses to use

these funds for personal savings or benefi: the amount of cash re-
ceived is subject to FICA. This is true, for e,nple, for contribu-
tions to an individual retirement account (IRA) evei if the employ-
er transmits the funds directly to the IRA account.

Under cash or deferred arrangements, certain tax-sheltered an-
nuities, certain cafeteria plans, and eligible State deferred compen-
sation plans, the employer contributes funds which are set aside by
individual employees for individual savingsarrangements, and
thus, the committee believes that such emplorQ!rbutions
should be included in the FICA base, as is the case for IRA COflt1-
butions. Otherwise, individuals could, in effect, control which por-
tion of their compensation was to be included in the social security
wage base. This would make the system partially elective and
would undermine the FICA tax base.

The committee also believes that it is appropriate to exclude pay-
ments from the social. security wage base where the payments are
made from a tax-qualified or other tax-favored retirement plan.
However, the committee does not believe that such tax-favored
treatment under the FICA tax rules generally should be extended
to deferred compensation plans which do not qualify for tax-fa-
vored treatment under the income tax rules.

Explanation of provision
Under the bill, an employer's plan contributions on behalf of an

employee under a qualified cash or deferred arrangement will be
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includible in the social security wage base for tax and coverage
purposes to the extent that the employee could have elected to re-
ceive cash in lieu of the contribution. The provision is intended to
apply to elective amounts under the cash or deferred arrangement
and not to nonelective amounts contributed by employers to a
qualified profit-sharing or stock bonus plan of which the arrange-
ment may be a part.

The bill also provides that any amounts paid by an employer to a
tax-sheltered annuity by reason of a salary reduction agreement
between the employer and the employee would be includible in the
employee's social security wage base. The committee intended that
the provision would merely codify the holding of Revenue Ruling
65—208, 1965—2 Cum. Bull. 383, without any implication with re-
spect to the issue of whether a particular amount paid by an em-
ployer to a tax-sheltered annuity is, in fact, made by reason of a
'salary reduction agreement".

In addition, amounts subject to an employee's designation under
a cafeteria plan that includes a qualified cash or deferred arrange-
ment will be includible in the social security wage base to the
extent that such amounts may be paid to the employee in cash or
property or applied to provide a benefit for the employee that is
not otherwise excluded from the definition of wages under section
3121 of the Code.

The bill would also include in the social security wage base
amounts deferred under an eligible State deferred compensation
plan (sec. 457(a)). The payment to such a plan would be treated as
wages received in the year in which the services relating to the
payment were performed. However, no change is made to the pres-
ent-law self-employment tax (SECA) rules regarding amounts paid
under an eligible State deferred compensation plan on behalf of an
independent contractor;

Under the bill, nonqualified deferred compensation generally is
includible in the social security wage base when it becomes availa-
ble to the employee. For this purpose, nonqualified deferred com-
pensation generally includes payments under a deferred compensa-
tion arrangement which is not (1) a tax-qualified plan, (2) an indi-
vidual retirement arrangement (IRA), (3) a simplified employee
pension (SEP), (4) a tax-sheltered annuity, or (5) a governmental
plan. A governmental plan is one established and maintained for
its employees by the Government of the United States, by any
State or political subdivision thereof, or by any agency or instru-
mentality of any of the foregoing. However, elective deferrals
under an eligible State deferred compensation plan (sec. 457(a)) are
includible in the wage base as described in the preceding para-
graph, and amounts payable under a deferred compensation plan of
a State or local government which is not an eligible plan (sec.
457(e)(1) and (e)(2) (D) and (E)) are includible in the wage base when
there is no substantial risk of forfeiture by the employee.

The bill also includes conforming changes to the provisions (sec.
3306) defining "wages" for purposes of the Federal Unemployment
Tax Act (FUTA). Deferred compensaiton includible in the social se-
curity wage base under the bill would also be treated as wages for
FUTA purposes. In addition, the bill provides that certain sick pay
which is includible in the social security wage base under provi-
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sions enacted in 1978 would also be treated as wages for FUTA
purposes.

Effective date.—These changes apply to remuneration paid after
December 31, 1983. Codification of Rowan decision with respect to
meals and lodging (sec. 151 of the bill and sec. 3121(a) of the Code).

Present law
Under present law, amounts which constitute wages for income

tax withholding purposes (Code sec. 3401) and amounts which con-
stitute wages for social security tax purposes (Code sec. 3121) are
separately defined. However, in Rowan Companies, Inc. v. United
States, 452 U.S. 247 (1981), the Supreme Court held that the defini-
tion of wages for social security tax purposes and the definition of
wages for income tax withholding purposes must be interpreted in
regulations in the same manner in the absence of statutory provi-
sions to the contrary.

At issue in Rowan was whether the value of meals and lodging
provided employees at the convenience of the employer were wages
for social security tax purposes (i.e., were includable in the social se-
curity wage base). The value of such employer-provided meals and
lodging may be excluded from the income of an employee (sec. 119).
Treasury regulations required that the value of the meals and lodg-
ing be included in the social security wage base, but excluded such
value from the definition of wages subject to income tax withhold-
ing. The Supreme Court decision invalidated those Treasury regu-
lations which required that the value of the meals and lodging be
included in the social security wage base.

Reasons for change
The social security program aims to replace the income of

beneficiaries when that income is reduced on account of retirement
and disability. Thus, the amount of "wages" is the measure used
both to define income which should be replaced and to compute
FICA tax liability. Since the security system has objectives which
are significantly different from the objective underlying the income
tax withholding rules, the committee believes that amounts exempt
from income tax withholding should not be exempt from FICA
unless Congress provides an explicit FICA tax exclusion.

Explanation of provision
The bill provides that, with the exception of the value of meals

and lodging provided for the convenience of the employer, the de-
termination whether or not amounts are includible in the social se-
curity wage base is to be made without regard to whether such
amounts are treated as wages for income tax withholding purposes.
Accordingly, an employee's "wages" for social security tax purposes
may be different from the employee's "wages" for income tax with-
holding purposes. In addition, the bill provides that the definition
of wages for social security tax and benefit purposes is revised to
exclude the value of employer-provided meals and lodging to the
extent such value is also excluded from the employee's gross
income.

Effective date.—The provision applies to remuneration paid after
December 31, 1983.
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Treatment of contributions under simplified employee pensions
(SEPs) (sec. 152 of the bill and sec. 3121(a)(5) of the Code)

Present law
Under present law, the Internal Revenue Code excludes from the

social security wage base employer payments to or on behalf of an
employee under a simplified employee pension (SEP). However,
such employer contributions are treated as covered wages for social
security benefit purposes.

Reasons for Change
The committee believes that is is inappropriate to treat employer

payments to a SEP as covered wages for benefit purposes where
such amounts are excluded from the social security wage base for
tax purposes.

Explanation of provision
The bill amends the Social Security Act to exclude from the defi-

nition of covered wages for social security coverage purposes em-
ployer contributions to a SEP that are deductible as such by the
employer. The bill makes clear that the exclusion applies, for both
tax and coverae purposes, only with respect to the employer's con-
tribution to a SEP, not with respect to the amount equivalent to
the employee's contribution to an individual retirement arrange-
ment (IRA).

Effective date.—This provision applies to remuneration paid after
December 31, 1983.

ESTIMATED REVENUE EFFECTS OF CERTAIN COMMITTEE PROVISIONS'

[In miffloiS of dollars]

Provision and repts o liabiliUes
Calendar oi fiscal year—

Tota'

1984 1985 1986 1981 1988 1989

Taxation ot OASDI benefits: 2

Calendar year 2,637 3,181 3,847 4,603 5,500 6,544 26,312

Fiscal year 848 2,805 3,387 4,079 4,878 5,818 21,815

Taxation of tier I raifroad retirement benefits:

Calendaryear4 61 71 81 94 108 124 538

Fiscal year 20 64 74 85 98 113 453

Tax ctedit for 1984 FICA taxes 2
Calendar year 4,434

3,234 1,200

4,434

4,434Fiscal year

SECA provisions: 2

Increase n OASDI and HI rates for SECA:
Calendar year 4,490 4,361 4,744 4,973 6,133 6,476 31,177

Fiscal year 1,497 4,447 4,489 4,820 5,360 6,247 26,860

SECA credit:

Calendar year —2,800 —2,596 —2,427 —2,428 —2,565 —2,709 —15,525

Fiscal year —933 —2,732 —2,540 —2,427 —2,474 —2,613 —13,719

Net effect:

Catendar year 1,690 1,765 2,317 2,545 3,568 3,767 15,652

Fiscal year 564 1,715 1,949 2,393 2,886 3,634 13,141

'In addition to the provisions shown, the committee estimates that the provisions regarding the inclusion in the FICA wage base of amounts
received under certain deterred compensation and salary reduction ageements will increase receipts of the sodal security trust funds by $2.0 biIlon
during calendar years 1984 to 1989, incluSive.

These estimates are consistent with the Il—B assumptions used by the Social Security Mministration in preparing the Trust Fund estimates
shown elsewhere in this report.

These amounts are estimated to be transferred to the Social Security Trust Funds during the ca'endar year Shown.
These amounts are e5timateJ to be transferred to the Railroad Retirement Account during the catendar year shown.



TITLE II OF THE BILL

INCREASE THE SSI PAYMENT STANDARD AND MODIFY PASS-
THROUGH REQUIREMENTS

(Sections 201 and 202 of the Bill)

Present law

The first $20 of income received by an individual in a month is
disregarded in determining SSI eligiblity and benefit amount. The
income may be earned or unearned (except for some income based
on need, such as veterans' pensions, which is fully counted). The
disregard was provided in the original statute in 1972 to ensure
that persons who had contributed toward an entitlement, such as
OASDI, were better off than those who had not. The amount of the
disregard has not been increased since 1972.

Committee amendment
The Committee amendments would:
A. Increase the SSI payment standard applicable to all individ-

uals by $20 ($30.00 for a couple) per month, effective July 1983; and
B. To help protect the States from increased costs resulting from

this provision, expand current law to allow States to meet the
"pass through" requirement for 1983 if they pass through the
equivalent of the COLA that would have occurred under current
law rather than the proposed monthly payment increase. Present-
ly, States which provide payments to supplement the Federal SSI
payment are required to pass through to recipients any Federal SSI
cost-of-living increases. States have two basic options for meeting
the pass through requirements: 1) they may maintain the supple-
mentary payment levels that were in effect for categories of indi-
vidual recipients in December 1976, or 2) they may make State sup-
plementary payments in any current 12-month period that are no
less, in the aggregate, than were made in the previous 12-month
period.

The National Commission on Social Security Reform recommend-
ed that, effective July 1983, the SSI disregard be increased by $30
per month for OASDI income (not other income) in determining an
individual's SSI eligibility and benefit amount. The effect would
have been to increase by $30 the monthly income of those individ-
uals who are entitled to both OASDI and SSI.

Presently, the maximum Federal SSI payment is $284 monthly
for an individual and $426 monthly for a couple. After certain dis-
regards, the amount of SSI actually received by an individual is re-
duced on account of other income.

(45)
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SSI COST (BASED ON CBO ESTIMATES)

[In millions, fiscal years]

1983 1984 1985 1986 1981 1988

$20 payment standard increase $250 $750 $845 $840 $875 $935

SSI ALERT

(Section 203 of the Bill)

Present law
Currently, there is no statutory requirement that OASDI

beneficiaries be contacted and informed of potential eligibliltiy for
Supplemental Security Income (SSI) payments. However, since the
begnning of the SSI program, the Social Security Administration
has undertaken a number of outreach efforts to identify those po-
tentially eligible. SSA routinely provides information about 581 eli-
gibility and takes applications for SSI payments at the time of ap-
plication for OASDI benefits if the applicant is potentially eligible
for SSI payments. In addition, many State agencies and other pri-
vate relief groups routinely refer clients to SSA. Presently, about
6.9 percent of elderly social security recipients also receive SSI.

Committee amendment
The Committee amendment would require the Secretary of

Health and Human Services to notify, on a one-time basis, all el-
derly OASDI beneficiaries who are potentially eligible of the avail-
ability of SSI and encourage them to contact their district offices.
In addition, the provision would require that the same information
be included with the notification to OASDI beneficiaries of upcom-
ing eligibility for Supplemental Medical Insurance.

Despite the current and past activities of the Social Security Ad-
ministration to make persons potentially eligible for SSI aware of
the existence of the program, the Committee believes that there
may be currently needy OASDI beneficiaries who have been on the
social security rolls for a period of time who may have applied for
social security prior to the availability of SSI or who may not have
been eligible at the time they applied but whose circumstances
have since changed.

The Committee provision would alert those OASDI beneficiaries
to the availability of the SSI program and would, in the future,
also provide notification to those approaching the age of eligibility
(age 65) through information contained with a notice of future eli-
gibility for Supplemental Medical Insurance which is mailed ap-
proximately three months before a beneficiary attains age 65.

Effective date.—Notification to those on the rolls must be made
before July 1, 1984.

Cost.—Unable to estimate.



TITLE III OF THE BILL

DESCRIPTION OF MEDICARE PROSPECTIVE PAYMENT PROVISION

GENERAL SUMMARY

Present law
Under current law, medicare reimburses hospitals on the basis of

the "reasonable costs" they incur in providing covered services to
beneficiaries, excluding any part of such costs found to be unneces-
sary in the efficient delivery of needed services. The Tax Equity
and Fiscal Responsibility Act of 1982 (TEFRA) expanded and added
to existing medicare limits on reasonable cost reimbursement for
hospitals by (1) expanding the existing "section 223" reimburse-
ment limits to apply to total inpatient operating costs (not just rou-
tine costs) and (2) adding temporary growth rate limits (expiring
after fiscal year 1985) which would rise annually by one percentage
point plus the increase in the "market basket" of goods and serv-
ices purchased by hosptials. TEFRA also directed the Secretary of
the Department of Health and Human Services (HHS) to develop
and report to Congress proposals for the reimbursement of hospi-
tals under medicare on a prospective basis. The Department's
report was submitted in late 1982, and its recommendations have
been embodied in Administration-sponsored legislation. The Com-
mittee amendment is a modified version of the Administration's
proposal.

Committee amendment

The committee amendment includes a major change in the
method of payment under medicare for inpatient hospital services.
Medicare payment for inpatient operating costs of hospitals would
be determined in advance and paid on a per case basis. A fixed
amount would be paid for each type of case, identified by the "diag-
nosis related group" (DRG) into which the case is classified. These
changes are intended to create incentives for hospitals to operate
in a more efficient manner, since hospitals would be allowed to
keep payment amounts in excess of their costs and would be re-
quired to absorb any costs in excess of the DRG rates. Hospitals
would be prohibited from charging medicare beneficiaries any
amounts in excess of the deductibles and coinsurance provided for
by law.

The committee amendment would be effective for individual hos-
pital cost reporting periods beginning on or after October 1, 1983,
and would be phased-in over a 3-year period.

(47)
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1. Prospective payment amounts

Present law
Under current law, medicare payments for inpatient hospital

services are retrospectively-determined based upon a hospital's rea-
sonable costs, subject to certain limits. These reimbursement limits
include (1) limits on a hospital's inpatient operating costs (the "sec-
tion 223" limits) and (2) rate of increase limits on overall inpatient
operating costs (a limit which expires after fiscal year 1985).

Committee amendment
(a) Diagnosis-related groups (DRG 's). —Under the committee's

amendment, the Secretary would be required to determine prospec-
tively a payment amount for each medicare hospital discharge. Dis-
charges would be classified into diagnosis related groups (DRG's)
which classify patients into groups that are clinically coherent and
relatively homogenous with respect to resource use. The DRG clas-
sification system, developed some years ago, has been improved in
recent years and represents the most fully developed case classifi-
cation system representative of a national data base and readily
adaptable to a national program. The committee recognizes that in
developing a separate payment rate for each DRG it will be neces-
sary to rely on currently available data sources and to use a
sample of cases, e.g., the 20 percent sample of medicare beneficiary
bills (MEDPAR), to arrive at the DRG rates. The committee ex-
pects that the Secretary will refine the DRG rates as better data
become available.

The committee recognizes that there may be insufficient data
with which to calculate relative prices for some DRG's Because of
the small number of medicare cases in some diagnosis related
groups. While this has not been a major problem in the past in the
design of a case-mix adjustment using DRGS (in connection with
the section 223 reimbursement limit under current law), it is im-
portant in the prospective payment system to establish a rate for
every DRG whether or not it is likely that a case will actually
occur. Therefore, the committee recognizes that the Secretary will
need to rely on an alternative method for setting the prospective
rate for low-volume DRG's—for example, by combining MEDPAR
data for several years or by reference to an external source in
which these DRG's are more common, e.g., data from State sys-
tems.

(b) DRG payment rates.—Under the committee's amendment the
Secretary would be required to determine a national standard pay-
ment rate per discharge for each DRG. The rate would be the prod-
uct of:

(1) the average of the standardized cost per discharge, for all
hospitals in the country, as determined by the Secretary; and

(2) a weighting factor for each DRG, as determined by the
Secretary.

In addition, DRG payment rates would be established for urban
and rural areas both nationally and in each of four census regions
of the country (the 50 States and the District of Columbia) in order
to moderate the impact of the prospective payment system for
urban and rural hospitals in different regions of the country. Using
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data from the Bureau of Labor Statistics, each of these payment
rates would be adjusted for area differences in hospital wage levels,
in similar fashion to the wage adjustment currently used under the
section 223 hospital limits.

Hospitals or units of hospitals which are exempted from the pros-
pective payment system would be subject to the rate of increase
limits applicable under present law. The current section 223 limits
would no longer apply to any of the facilities not included in the
prospective payment system for any cost reporting periods begin-
ning on or after October 1, 1983.

(c) Establishment of initial payment rates.—The process for deter-
mining DRG payment rates for the first year of the program (fiscal
year 1984) begins with the determination of allowable operating
costs for inpatient hospital services for each hospital for the most
recent cost reporting period for which data are available. These
cost data would be updated for fiscal year 1983 by the estimated
industry-wide actual increase in hospital costs and further updated
for fiscal year 1984 by the hospital market basket increase, plus
one percentage point. The resulting amounts would be standardized
by excluding an estimate of indirect medical education costs, ad-
justing for area wage variations, and adjusting for variations in
case mix. The Secretary would then compute an average of these
standardized cost levels per discharge for the urban hospitals (as
currently defined for purposes of the "section 223" limits) in each
of the four census regions and nationally and also for the rural
hospitals in each of the census regions and nationally.

Each of the average standardized amounts would be reduced to
account for payment that will subsequently be made (see below) to
specific hospitals for atypical cases ("outliers").

These average standardized amounts would then be reduced as
may be required, to achieve budget neutrality in relationship to the
reimbursement provisions that would have applied under the 1982
TEFRA legislation. In determining budget neutrality for the DRG
part of the payment, the Secretary would include in the DRG pay-
ment amounts the additional payments for outlier cases, for indi-
rect medical education costs, and for costs of nonphysician services
to inpatients previously paid for under part B, and additional pay-
ments reflecting other adjustments.

The Secretary would next determine a separate urban and rural
DRG-specified rates for each census region and the nation by com-
puting the product of the average standardized amounts described
above and the weighting factor for each DRG (reflecting the rela-
tive use of hospital resources for specific DRG's compared for re-
sources used for other DRG's).

The DRG-specific rates would be further adjusted to recognize
area wage differences both nationally and on a regional basis for
purposes of determining the payment amount using methodologies
similar to those currently used under the section 223 limits. The
actual amount of revenue paid to a hospital, in addition to the
DRG-specific payment rate, will be, of course, influenced by such
factors as: payment for capital costs and costs of approved educa-
tional programs on a reasonable cost basis; adjustments for indirect
teaching costs; additional payments for atypical—or outlier—cases;
and various other exceptions and adjustments.
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Under current law, services provided to medicare beneficiaries
who are inpatients of a hospital are generally billed under part A
of the medicare program. However, under certain circumstances,
payments are made for non-physician services (for example, radiol-
ogy, laboratory, physical therapy, prosthetics, etc.) which are sepa-
rately billed by the supplier as a part B service even though they
are provided to a hospital inpatient. Thus, under current law, some
non-physician services may be billed under part A in one hospital
and yet, in another hospital may be billed under part B of the pro-
gram. However, under the committee's amendment, the prospective
payment is intended to be payment in full for all covered items and
non-physician services to hospital inpatients. Thus, the current
practice of allowing independent practitioners to bill part B for
items and services provided to inpatients would no longer be per-
mitted under the prospective payment system. Some hospitals and
independent practitioners will have to modify their arrangements.

The committee amendment provides that, effective October 1,
1983, all non-physician services provided to hospital inpatients
would be paid only as inpatient hospital services under part A with
the adjustments described below.

Because there are some limited situations where particular hos-
pitals have extensively followed the practice of allowing direct bill-
ing of part B, modifications of these financial arrangements could
threaten the financial stability of some institutions. Under the
committee amendment, the Secretary would be granted authority
to waive the general rules for these few cases for a limited time
period not to exceed the transition period during which the new
system is phased in. Upon approval of a hospital's request, the Sec-
retary could allow continued payment of part B billings as long as
he subsequently deducted the total payments made for these bill-
ings from the payments made under the prospective system to the
hospital. If such a waiver is granted, at the end of the transition,
the Secretary may provide for such methods of payment under
Part A, as is appropriate given the organizational structure of the
institution.

The Secretary would be required to provide for publication in the
Federal Register, on or before September 1 of each fiscal year (be-
ginning with fiscal year 1983) interim final rates, a description of
the methodology and data used in computing the DRG payment
rates, any adjustment required to produce budget neutrality in re-
lation to the TEFRA level of medicare reimbursement outlays.

In setting the initial payment rates, the Secretary would also be
required to recognize the higher payroll costs some hospitals will
incur as the result of being required to enter the social security
system, by adjusting base costs for individual hospitals and for the
prospective rates to accommodate these additional costs.

(d) Annual Updates of the DRG Payment Rates. For fiscal year
1985, the initial DRG payment amounts would be increased by the
marketbasket plus one percentage point. As for fiscal year 1984,
reductions would be made in the payment rates for additional costs
such as outlier payments, indirect medical education costs, and
other adjustments in order to achieve budget neutrality in relation-
ship to the reimbursement provisions which would have applied
under the TEFRA reimbursement legislation.
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(which it is reasonable to expect would occur more commonly in
teaching hospitals than in other hospitals).

Effective date/transition

Present law
Under current law, the section 223 limits are authorized indefi-

nitely; the rate of increase limits do not apply to hospital cost re-
porting periods beginning on or after October 1, 1985.

Committee amendment
The prospective payment system would be effective for individual

hospital accounting years beginning on or after October 1, 1983,
and would be phased-in over a three year period. In year one, 25
percent of the payment would be based on a combination of nation-
al and regional DRG rates (25 percent national, 75 percent region-
al); 75 percent would be based on each hospital's own cost-based ex-
perience. In year two, 50 percent of the payment would be based on
a combination of national and regional DRG rates (50 percent
each); 50 percent would be based on each hospital's cost experience.
In year three, 75 percent of the payment would be based on a com-
bination of DRG rates (75 percent national, 25 percent regional); 25
percent would be based on each hospital's cost experience. In year
four, the entire payment would be based on national DRG rates,
calculated separately for hospitals located in urban and rural
areas. The phase-in of national DRG rates over the three-year
period is designed to minimize disruption that might otherwise
occur because of sudden changes in reimbursement levels.

The section 223 limits provided under current law would be re-
pealed effective for hospital cost reporting periods beginning on or
after October 1, 1983. However, hospitals or units of hospitals not
included in the prospective payment system would be subject to the
same rate of increase limitation as contained in TEFRA, including
the penalties and bonuses. The rate of increase used to update
these limits would be that which is currently contained in TEFRA,
market basket plus one percentage point.

4. Exemptions, exceptions and adjustments
Present law

Under current law, section 223 limits do not apply to children's
hospitals, psychiatric hospitals, long-term care hospitals or to rural
hospitals with less than 50 beds. In addition, the Secretary is re-
quired to provide exemptions, exceptions and adjustments to the
limits as he deems appropriate to take into account the special
needs of psychiatric, public and other hospitals that serve a dispro-
portionate number of low-income and medicare beneficiaries and
sole community providers. Current law also requires the Secretary
to provide exemptions, exceptions and adjustments to the section
223 limits as he deems appropriate to take into account the special
needs of new hospitals, risk-based health maintenance organiza-
tions, and hospitals providing atypical or essential services; ex-
traordinary circumstances beyond a hospital's control; and for
other purposes.
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Committee amendment
Under the committee amendment, psychiatric, long-term care,

rehabilitation and children's hospitals would be specifically
exempted from the prospective payment system. The DRG classifi-
cation system was developed for short-term acute care general hos-
pitals and, as currently constructed, does not adequately take into
account special circumstances of diagnoses requiring long stays and
as used in the medicare program is inappropriate for certain
classes of patients. In addition, distinct part rehabilitation or psy-
chiatric units of acute care hospitals would be exempt. The Secre-
tary, under current medicare rules and regulations, has prescribed
in detail standards and criteria that distinct parts must meet in-
cluding establishment of separate cost entities for cost reimburse-
ment and requirements that such units have a sub-provider identi-
fication number.

The Secretary would be required to provide for exceptions and
adjustments to take into account the special circumstances faced
by sole community providers. Such providers will be paid on the
same basis as all other providers are paid in year one: 25 percent of
the payment would be based on a blend of rural national and re-
gional DRG rates (25 percent national, 75 percent regional); 75 per-
cent would be based on each hospital's own cost experience. In no
case would total payments in any one transition year be less than
the payments made in the preceding year.

The committee is concerned that, in determining which hospitals
have been eligible for exceptions and adjustments as sole communi-
ty providers in the past, the Secretary has applied different crite-
ria in the different regions of the country, including some which
are very narrow and restrictive. Therefore, the committee expects
that the Secretary, in making such determinations for sole commu-
nity providers under the new prospective payment system, will de-
velop and take into account a much broader range of factors relat-
ing to beneficiary access to basic hospital services. The committee
amendment further directs the Secretary to study the problems of
paying sole community providers and report back to the Congress,
by April 1, 1985, on equitable methods of paying these small rural
hospitals which take account of their unique circumstances, includ-
ing their vulnerability to substantial variations in occupancy rates.

Under this amendment, the Secretary would also be required to
provide exceptions and adjustments, as he deems appropriate, to
take into account the special needs of public or other hospitals that
serve a disproportionately large number of low-income and part A
medicare beneficiaries. Concern has been expressed that public hos-
pitals and other hospitals that serve such patients may be more se-
verely ill than average and that the DRG payment system may not
adequately take into account such factors. The Secretary in his
report to Congress stated that the Department of Health and
Human Services would continue to study ways of taking account of
severity of illness in the DRG system.

Exceptions and adjustments would also be permitted to take into
account the special needs of hospitals located in Alaska and
Hawaii, as the Secretary now does in applying the reimbursement
limits of present law.
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This provision would exempt from the prospective payment
system hospitals located in geographic areas outside the fifty States
and the District of Columbia but within the United States for pur-
poses of medicare (i.e. territories). The cost experience of these hos-
pita1s may be so varied that the DRG prospective payment system
may not adequately reflect the needs of these hospita1s.

5. Peer review

Present law
Under current law the Secretary is required to enter into con-

tracts for utilization and quality control peer review with profes-
sional review organizations or other review organizations, includ-
ing medicare intermediaries (subject to certain conditions and limi-
tations).

Committee amendment
The committee amendment would require hospitals to contract

with a professiona' review organization (PRO) selected by the Sec-
retary to serve that area, under title XI of the Social Security Act
for the review of admissions, discharges and quality of care. The
purpose of this contract is to provide for the review of the accuracy
of the diagnostic information on the hospital's bills, the complete-
ness and adequacy of the care provided, the appropriateness of its
medicare admissions, and the appropriateness of the care provided
to patients designated by the hospitals as outliers. These reviews
would be covered as a hospital cost of care under Part A, but the
PRO would be paid by the Secretary on beha1f of the hospita1 on
the basis of a budget approved by the Secretary.

6. Payments to health maintenance organizations (HMO's)
and competitive medical plans (CMP s)

Present law
Under current law, hea1th maintenance organizations (HMO's)

and competitive medical plans (CMP's) may be reimbursed either
on the basis of reasonable costs or under a risk-based contract, a
payment equal to 95 percent of the adjusted average per capital
cost (AAPCC) for medicare enrollees in the HMO's area.
Committee amendment

Under the committee amendment, an HMO or a CMP that re-
ceives medicare payments on a risk-basis may choose to have the
Secretary directly pay hospita's for inpatient hospita' services fur-
nished to medicare enrollees of the HMO or CMP. The payment
amount would be at the DRG rate and would be deducted from
medicare payments to the HMO or CMP. The HMO or CMP may
alternatively choose to continue to pay the hospital directly.

7. State cost control programs

Present law
Under current law, the Secretary has authority to establish

medicare demonstration projects. There are currently four State-
wide medicare demonstrations (Maryland, Massachusetts, New
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Jersey, New York) and one area-wide demonstration (Rochester,
New York).

In addition, the Secretary is authorized, at the request of a State,
to pay for medicare services according to the State's hospital cost
control system if such system—

(1) applies to substantially all non-Federal acute care hospi-
tals in the State;

(2) applies to at least 75 percent of all inpatient revenues or
expenses in the State;

(3) provides assurances that payors, hospital employees and
patients are treated equitably; and

(4) provides assurances that the State's system will not result
in greater medicare expenditures over a three-year period than
would otherwise have been made.

(To date, no State systems have been approved under this author-
ity.)

Committee amendment
The Secretary would be authorized to make medicare payments

under a State system if five conditions were met—the four in cur-
rent law, plus the condition that the State system will not preclude
HMO's or CMP's from negotiating directly with hospitals with re-
spect to payments for inpatient hospital services. In approving new
waivers for State systems, the Secretary would be prohibited from
(1) denying an application of a State on the grounds that the
State's system is based on a payment methodology other than
DRGs or (2) requiring that payments made for medicare patients
under the State's system be less than the payments which would
have been made under the Federal prospective payment system.

If the Secretary determines that the test of whether or not a
State system is resulting in medicare payments in excess of what
would otherwise have been paid under the Federal system is based
on the State maintaining a rate of increase in payments for medi-
care hospital inpatient services at no more than a specified per-
centage increase above a base payment amount for such services,
then the State has the option of applying such test either on an
aggregate payment basis or on the basis of the payment amount
per inpatient discharge on admission. If the Secretary determines
that the test is based on the State maintaining a rate of increase in
aggregate payments for medicare hospital inpatient services com-
pared to a national percentage increase in total payments for such
services, the Secretary cannot deny a State's application for a
waiver on the ground that State's rate of increase in such pay-
ments must be less than the national average rate of increase.

For existing State systems, the Secretary must judge their effec-
tiveness on the basis of their rate of increase or inflation in medi-
care inpatient hospital payments compared to the national rate of
increase or inflation for such payments. The State would retain the
option to have the test applied during the transition period (3
years) on the basis of either aggregate payments or payments per
inpatient admission or discharge. After the transition period, this
test would no longer apply, and such State systems would be treat-
ed in the same fashion as other waivered systems.
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If, subsequent to implementation of a State program, the Secre-
tary determines that the amounts paid over a three-year period
under a State system exceed what medicare would have otherwise
paid over the same three-year period, the Secretary may reduce
subsequent payments to hospitals under the State system by that
amount.

For those States which currently have a medicare wai er, the
Secretary would be required to continue the State program, if, and
for so long as, the five conditions noted above are met.

The committee amendment provides that the Secretary would,
upon request of a State, modify the terms of the current demon-
stration agreement that provides that the State's rate of increase
in medicare hospital costs be 1.5 percent below the national rate of
increase in medicare hospital costs.

Under the committee amendment, the Secretary would be re-
quired to approve any State plan which meets the following re-
quirements in addition to those that are included in the current
law and the one noted above: that the system (1) is operated direct-
ly by the State or an entity designated by State law; (2) is prospec-
tive; (3) provides for hospitals to make such reports as the Secre-
tary requires; (4) provides satisfactory assurances that it will not
result in admission practices which will reduce treatment to low-
income, high cost, or emergency patients; (5) will not red. ice pay-
ments without 60 days' notice to the Secretary and to hospitals;
and (6) provides satisfactory assurances that in the development of
the system, the State has consulted with local governmental offi-
cials concerning the impact of the system on public hospitals. The
Secretary would be required to respond to requests from States ap-
plying under these eleven conditions within 60 days of the date the
request is submitted to the Secretary.

8. Administrative and judicial review

Present law
Under current law, a provider may request administrative

review By the Provider Reimbursement Review Board (PRRB) of a
final decision of a fiscal intermediary regarding ties on the provid-
er cost report, subject to certain conditions. A provider may appeal
the PRRB decision to Federal court or, where it involves a question
of law or regulation which the PRRB does not have the authority
to review, the provider may appeal directly to Federal court.
Committee amendment

The committee amendment would provide for the same proce-
dures for administrative and judicial review of payments under the
prospective system as is currently provided for cost-based pay-
ments. In general, the same conditions, which now apply for review
by the PRRB and the courts, would continue to apply.

With respect to administrative and judicial review, your Commit-
tee's bill would permit review except in the narrow cases necessary
o maintain budget neutrality and avoid adversely affecting the es-
tablishment of the diagnosis related groups, the methodology for
the classification of discharges within such groups, and the appro-
priate weighting of such groups.
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The committee amendment also permits action to be brought
jointly by several providers in a judicial district in which the great-
est number of such providers are located. Any appeals for judicial
review brought by providers which are under common ownership
or control would have to be brought as a group, with the PRRB or
the district court, in any appeal involving an issue common to such
providers.

9. Studies and reports

Present law
Current law directed the Secretary to develop and report to Con-

gress on proposals to reimburse hospitals, skilled nursing facilities,
and, to the extent possible, other providers on a prospective basis.

Committ°e amendment
The committee amendment requires the Secretary to conduct

studies and to report to Congress on the following:
(a) Report annually, through fiscal year 1987, on the progress

of implementation and the impact of the payment methodology
on classes of hospitals, beneficiaries, other classes of payers for
inpatient hospital services, and other providers.

(b) Collect the data necessary to determine the relationship
between physician charges and inpatient services, and report
to Congress by January 1985 with legislative recommendation
for prospective payments for physician services based on a
DRG-type classification of cases. In addition, the Secretary is
directed to examine ways to assure that information is trans-
ferred between parts A and B of the program, particularly
with respect to those cases when a denial of coverage is made
under part A, thereby raising questions about the appropriate-
ness of the reimbursement claimed under part B by an attend-
ing physician or physicians.

(c) Study the application of severity of illness, intensity of
care, or such other modifications to the diagnosis related
groups and report to the Congress by December 1985 on the ad-
visability and feasibility of providing for the application of
such modifications. In addition, the Secretary should report on
the appropriate treatment of uncompensated care costs and ad-
justments that might be appropriate for large teaching hospi-
tals located in rural areas.

(d) Report on the feasibility and impact of eliminating sepa-
rate urban and rural prospective payment rates of applying
the prospective system to all payers, and the advisability of
having hospitals make available information on the levels of
payments accepted by both public programs and by classes of
private payers.

(e) The Secretary will continue hospital demonstrations in
areas with critical shortages of skilled nursing facilities to
study the feasibility of providing alternative systems of care or
of methods of payment. The Secretary is also directed to ap-
prove a continuation for the On Lok demonstration.

(U Study the severity of illness and intensity of care differ-
ences between hospital and community-based skilled nursing
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facilities (SNFs), and make recommendations with respect to
SNF payment by December 31, 1983. In addition, the commit-
tee amendment delays for one year the implementation of sec-
tion 102 of TEFRA concerning a single reimbursement limit
for skilled nursing facilities.



TITLE IV OF THE BILL

UNEMPLOYMENT COMPENSATION PROVISIONS

EXTENSION OF FEDERAL SUPPLEMENTAL COMPENSATION (FSC)
PROGRAM

(Section 401 of the Bill)

Present law
The Tax Equity and Fiscal Responsibility Act of 1982 (Public

Law 97-248) established the FSC program. This program provides
additional weeks of unemployment compensation at the same
weekly benefit amount to individuals who have exhausted their
State benefits and any extended benefits to which they were enti-
tled. The FSC program, which became effective on September 12,
1982, expires March 31, 1983.

As originally enacted, the FSC program provided 10, 8, or 6 addi-
tional weeks of benefits. The Surface Transportation Assistance
Act of 1982 (Public Law 97—424) increased the maximum number of
weeks of FSC benefits to 16, 14, 12, or 8, depending on the State
where the individual filed for or received the additional benefits.

Beginning with the week of January 9, 1983, the FSC program
began providing the following maximum weeks of benefits:

(1) 16 weeks in States with an insured unemployment rate (IUR)
of at least 6.0 percent (measured as the average over a moving 13
week period);

(2) 14 weeks in States that were triggered on the extended bene-
fits program between June 1, 1982 and January 6, 1983;

(3) 12 weeks in remaining States with a 13 week average IUR of
at least 4.5 percent;

(4) 10 weeks in remaining States with a 13 week average IUR of
at least 3.5 through 4.4 percent; and

(5) 8 weeks in all other States.
In order to qualify for FSC, a worker must have worked at least

20 weeks or earned its equivalent in wages in his base year, usually
defined as the first four of the last five completed calendar quar-
ters before he filed his claim for regular State benefits. He must
also have exhausted the regular and extended benefits to which he
is entitled. In addition, his benefit year must have ended on or
after June 1, 1982 or he must have been eligible for extended bene-
fits for any week beginning on or after June 1, 1982.

If an individual is eligible for FSC benefits, the number of weeks
of FSC he may receive is determined in relation to the number of
weeks of regular State benefits to which he was entitled. An eligi-
ble individual may receive FSC for the lesser of (a) 65 percent of
the number of weeks of regular State benefits to which he was en-
titled or (b) the maximum number of weeks of FSC benefits pro-

(61)
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vided in the State. In the case of an interstate claim for FSC, the
individual is eligible for the lesser of (a) the maximum number of
weeks of FSC payable to him in the State in which he receives the
benefits or (b) the maximum number of weeks payable to him in
his former State.

Committee amendment
The committee amendment would extend FSC for 6 months from

April 1, 1983 through September 30, 1983. To qualify for FSC, an
individual would need at least 26 weeks of work or its equivalent in
wages in his base year. This restriction would apply only to claim-
ants who initially become eligible for FSC on or after April 1, 1983.

The number of weeks available in each State would be:
(1) Basic FSC Benefits.—Individuals who begin receiving FSC on

or after April 1, 1983 could receive up to a maximum of:
(1) 14 weeks in States with IUR at 6 percent and above;
(2) 12 weeks in States with IUR at 5 percent to 5.9 percent;
(3) 10 weeks in States with IUR at 4 percent to 4.9 percent;

and
(4) 8 weeks in all other States.

No State would, however, lose more than 4 weeks when com-
pared to present law.

(2) Additional FSC Benefits. —Individuals who exhaust FSC
before April 1, 1983 could receive additional weeks of FSC benefits
up to a maximum of:

(1) 8 weeks in States with IUR at 6 percent and above
(2) 6 weeks in States with IUR at 5 percent to 59 percent
(3) 4 weeks in States with IUR at 4 percent to 4.9 percent
(4) 4 weeks in all other States.

(3) Transitional FSC Benefit&—Individuals who begin receiving
FSC before April 1, 1983 and have some FSC entitlement remain-
ing after that date, could also receive additional weeks under (b)
above. However, the combination of their remaining basic FSC en-
titlement received after April 1, 1983, and the additional weeks
provided in (b), cannot exceed the maximum number of weeks of
basic FSC benefits payable in the State, shown in (a) above.

(4) Phaseout FSC Benefits.—Individuals who have not exhausted
their FSC entitlement on September 30, 1983 when the program ex-
pires, would be eligible to receive up to 50 percent of their remain-
ing FSC entitlement. No new claimants would be added to the FSC
program on or after September 30, 1983.

Effective date.—For weeks beginning after April 1, 1983.

OPTIONAL EXCLU5ION FROM DI5QUALIFICATION FOR NOT ACTIVELY
5EEKING WORK UNDER EXTENDED BENEFIT5 AND FEDERAL sUPPLE-
MENTAL COMPENSATION FOR CLAIMANT5 WHO ARE HO5PITALIZED OR
SERVING ON JURY DUTY

(Section 422 of the Bill)

Present law
Present law disqualifies claimants from receiving extended Bene-

fits or Federal Supplemental Compensation if they are not actively
seeking work. Moreover, the disqualified claimant must go back to
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work for at least 4 weeks and earn at least 4 times his weekly
benefit amount before he can qualify again for Extended Benefits
or Federal Supplemental Compensation.

Committee amendment
The committee amendment would per.mit States to determine on

a weekly basis the eligibility availability of claimants of Extended
Benefits and Federal Supplemental Compensation who are serving
on jury duty or are hospitalized for treatment of an emergency or
life-threatening condition. A State must treat these individuals in
accordance with their own State unemployement compensation
law.

Effective date.—Date of enactment.

DENIAL OF BENEFIT5 TO NONPROFE55IONAL EMPLOYEE5 OF
EDUCATIONAL IN5TITTJTION5 BETWEEN ACADEMIC YEARS OR TERM5

Present law
The Federal Unemployment Tax Act (FUTA) covers employees of

educational institutions. FUTA requires States to deny benefits be-
tween academic years or terms to certain professional employees
working in instructional, research, and principal administrative ca-
pacities if they have a reasonable assurance of returning to work
in the next academic year or term. FUTA gives the States the
option of the same denial of benefits, however, for nonprofessional
employees of educational institutions.

Committee amendment
The committee amendment would make the denial of benefits be-

tween academic years or terms to nonprofessional employees man-
datory if the employees have a reasonable assurance of returning
to work in the next academic year or term. In addition, States
would be required to deny benefits between terms to individuals
performing services on behalf of an educational institution or an
educational service agency even though not employed by either the
institution or agency.

Effective date
The provision would be effective on or after October 1, 1984.

States in which there is no legislative session before that date
would, however, be given additional time to comply with this provi-
sion.

MODIFICATION OF CREDIT REDUCTION CAP PROvISIONS

Present law
Employers in all States currently pay the tax levied u1nder the

Federal Unemployment Tax Act (FUTA) at a rate of 3.5 percent on
a taxable wage base of $7,000. However, employers in States gener-
ally received a FUTA tax credit of 2.7 percent, resulting in a net
Federal tax rate of 0.8 percent. Prior to reforms enacted in the Om-
nibus Budget Reconciliation Act of 1981, State UC programs could
borrow on an interest-free basis from the Federal Unemployment
Account. However, once a State defaulted on its loans from the



64

Federal account, employers in the State began to lose the FUTA
tax credit at the rate of a least .3 percent a year.

Specifically, if an advance is not entirely repaid by the State by
the second January 1 after the State receives the loan and remains
unpaid on the following November 10 of that year, the FUTA tax
credit applicable for that year for the State's employers is reduced
by .3 percent. For each succeeding year in which the loan remains
outstanding, the reduction is at least an additional .3 percent (i.e.,
.6, .9, 1.2 percent, etc.). Additional offset credit reductions may
apply to a State beginning in the second year of repayment if cer-
tain criteria are not met. Under legislation enacted in the 1970's,
credit reductions were not imposed from 1975—1980 for States satis-
fying specific requirements. Sixteen states are experiencing a credit
reduction for 1983.

The 1981 Budget Reconciliation Act made two major changes in
loan repayment conditions: interest of up to 10 percent is charged
on loans made after April 1, 1982 (except those made for "cash
flow" purposes and repaid by the end of the fiscal year in which
they occur); and States are allowed to "cap" the automatic FUTA
credit reductions if certain solvency requirements are met.

For a State qualifying for the cap, the annual tax credit reduc-
tion is limited to 0.6 percent, or the rate that was in effect for the
State for the preceding calendar year, whichever is higher. These
loan reform provisions are in effect from January 1, 1981 to De-
cember 31, 1987.

The cap provisions are designed to give States additional time to
make legislative and administrative changes necessary to restore
the State trust funds to solvency. These provisions lengthen the re-
payment period, but do not reduce a State's total liability.

In order to qualify for the cap on the FUTA penalty tax a State
must demonstrate that:

(1) the net solvency of its UI system has not diminished (ef-
fective for taxable years 1981—1987);

(2) there have been no decreases in its unemployment tax
effort (effective for taxable years 1981—1987);

(3) its average tax rate for the calendar year equals or ex-
ceeds its average benefit cost rate for the prior five years (ef-
fective for taxable years 1983—1987; and

(4) the outstanding loan balance as of September 30 of the
tax year in question is not greater than on the third preceding
taxable year (effective for taxable years 1983—1987). The com-
parable year for taxable year 1983, however, is 1981.

Committee amendment
The committee amendment would make the credit reduction cap:

provisions in present law permanent. A State would still be re-
quired to meet all four conditions in present law to qualify for the
credit reduction cap in present law. The committee amendment
would, however, provide two possible lower credit reductions, if a
State does not qualify for the total cap: (1) If a State meets the first
two present law credit reduction cap conditions and either of the
remaining two conditions, the credit reduction would be 0.2 instead
of at least 0.3 percentage points; and (2) If a State meets the first
two credit reduction cap conditions and qualifies for the interest
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deferral authorized as a result of substantial changes in its unem-
ployment compensation law, the credit reduction would be 0.1 in-
stead of at least 0.3 percentage points. The lower credit reductions
would be authorized only for taxable years 1983, 1984, and 1985 li-
abilities.

The January 1st of each year for which a State qualifies for a
partial limitation on the offset credit reduction will be taken into
account for purposes of determining future offset credit reductions.
The credit reduction applicable in each subsequent year after the
partial limitation is in effect would continue to be reduced by the
amount by which the offset credit was reduced.

Effective date.—D ate of enactment.

MODIFICATION OF INTEREST PROVISIONS

Present law
Present law imposes interest of up to 10 percent per year on

loans obtained by the States after April 1, 1982, except for "cash
flow" loans that States repay by the end of the fiscal year in which
the loans were obtained. A State can defer payment of its interest
due for the fiscal year by paying 25 percent in each of four years
beginning with the year in which the interest is due. Interest ac-
crues, however, on the deferred interest.

Committee amendment
The committee amendment would make the provisions imposing

interest on the States permanent. It would also provide for another
deferral and a discounted interest rate for which States could apply
if they meet certain conditions as certified by the Secretary of
Labor.

The new deferral would be 80 percent of the amount due for the
fiscal year. It would be authorized for interest accrued only for
fiscal years 1983, 1984, and 1985. The deferred amount would be
payable in 4 installments in the. succeeding years equal to at least
20 percent of the original amount of interest due. A State would be
required to meet two conditions to qualify for the deferral:

(1) no action has been taken to reduce its tax effort or trust
fund solvency; and

(2) action (certified by the Secretary of Labor) after October
1, 1982, has been taken which would increase revenues and de-
crease benefits by a total of 30 percent in the calendar year im-
mediately following the fiscal year for which the first deferral
is requested. Deferral in the years immediately following the
year in which the first year change is effective may be received
if changes of 40 and 50 percent are made.

The discounted interest rate would be one percentage point
below the interest rate that would otherwise apply. It would be au-
thorized for interest accrued only for fiscal years 1983, 1984, and
1985. It would be available under the same conditions as the new
deferral above, except the required percentage changes in (2) would
be higher at 50, 80, and 90 percent, respectively.

For purposes of determining whether a State meets the condi-
tions in (2) above, the Secretary of Labor will provide an estimate
of the unemployment rate for the base year, the calendar year in
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which the deferral is requested. The level of benefits and revenue
liabilities will be determined using the State law in effect before
passage of the legislation. The estimate of changes as a result of
new legislation will be made from the base year in each year for
which a deferral is requested. Once a deferral is approved, a State
must continue to maintain its solvency effort. Failure to do so
would result in immediate payment of all deferred interest.

Increases in the taxable wage base from $6,000 to $7,000 after
calendar year 1982 and increases in the maximum tax rate to 5.4
percent after calendar year 1984 will not be counted for purposes of
meeting condition (2).

States will not be penalized or rewarded if economic events
change from those used in the base year for computing eligibility
under condition (2).

Effective date. —Date of enactment.

CHANGE IN SECOND YEAR ADDITIONAL CREDIT REDUCTION

Present law
Present law provides that a State, in the second year in which

the offset credit reduction is imposed to repay outstanding loans,
may be subject to an additional credit reduction equal to the
amount by which the State's average tax rate is lower than 2.7 per-
cent. The average tax rate and the 2.7 percent are computed from
the ratio of taxes collected to State and Federal taxable wages, re-
spectively. Taxable wages are determined by the taxable wage
base. Any wages above the taxable wage base are therefore not in-
cluded.

In States where the taxable wage base exceeds the Federal tax-
able wage base of $7,000, the tax rate base on the State's taxable
wages will be lower than it would be if their taxable wage bases
were $7,000. This could activate the additional credit reduction in
the second year even though these States have relatively higher
tax efforts.

Committee amendment
The committee amendment would change the computation of the

average tax rate to reflect the ratio of the federal unemployment
tax base to the national average wage in covered employment.

Effective date. —Taxable year 1983.

CHANGE IN THE DATE INTEREST IS DUE

Present law
Present law requires that interest is due no later than the first

day of the next fiscal year. If the first day of the next fiscal year
falls on a weekend, interest is due in the prior fiscal year. Other-
wise, it is due on the first day of the next fiscal year.

Committee amendment
The committee amendment requires that interest be paid before

the first day of the next fiscal year.
Effective date.—Date of enactment.
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COLLECTION INTEREST

Present law
Present law provides no mechanism through which the Federal

Government can collect interest from the States if the States do not
pay interest when it is due.

Committee amendment
The committee amendment would require the collection of delin-

quent interest charges one year after they are due by a reduction
in the FUTA credit of 0.1 percentage point. Any amount collected
during the imposition of this provision exceeding the overdue inter-
est would be applied to the outstanding loan as an involuntary re-
payment. This provision would provide a specific collection mecha-
nism to assure the payment of interest pending completion of any
conformity proceeding which is implicitly but clearly required for
nonpayment of interest by a State.

Effective date.—Date of enactment.

CosTs OF CARRYING OUT THE PROVISIONS OF THE BILL

U.S. CONGREss,
CONGRESSIONAL BUDGET OFFICE,

Washington, D.C., March 11, 1983.
Hon. ROBERT J. Dou,
Chairman, Committee on Finance,
Washington, D.C.

DEAR MR. CHAIRMAN: Pursuant to Section 403 of the Congres-
sional Budget Act of 1974, the Congressional Budget Office has pre-
pared the attached cost estimate for S.1, the Social Security Act
Amendments of 1983, as ordered reported by the Senate Committee
on Finance on March 10, 1983,

Should the Committee so desire, we would be pleased to provide
further details on this estimate.

Sincerely,
JAMES BLUM

(For Alice M. Rivlin, Director).

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

1. Bill number: 5. 1.
2. Bill title: Social Security Act Amendments of 1983.
3. Bill status: As ordered reported by the Senate Committee on

Finance on March 10, 1983.
4. Bill purpose: To amend the Social Security Act to assure the

• solvency of the Social Security trust funds; to accelerate presently
scheduled payroll tax increases; to tax 50 percent of certain indi-
viduals' benefits; to increase the self-employed tax; to delay the
payment of cost-of-living adjustments; to reform the Medicare reim-
bursement of hospitals; to extend the federal supplemental compen-
sation program; and for other purposes.
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5. Estimated cost to the Federal Government: The following table
shows the estimated costs of this bill to the federal government.

Because no draft language has been received, CBO cannot esti-
mate certain provisions in this bill at this time. These provisions
relate to the Unemployment Insurance and SSI programs. The cost
estimate for the remaining provisions present the best estimates
based on current informatiolL.

TABLE 1.—ESTIMATED BUDGET AUTHORITY, OUTLAY, AND REVENUE IMPACTS OF 5. 1, THE SOCIAL

SECURITY ACT AMENDMENTS OF 1983

iBy fiscal year, in millions of dollars]

1983 1984 1985 1986 1987 1988

Spending:

Function 550:
2,987Budget authori(y

Outlays

Function 600:

3,439

105

1001

93

1,985

—33

2,283

—131 —135

16,673

—140

30,457Budget authori(y

Outlays

22235

341

14,084

—3,067

14,713

—3447 —3,626 —3,764 —4140

Function 700:
—58 —60 —63Budget authori(y 0 —89

—54 —58 —58 —60 —63
Outlays

Total spending:
16,728 19,278 33,381Budget authori(y 25,675 14,996

—3028

16,640

—3,538 —3,815 —3,959 —4,343
Outlays

7,579 7,453 8,889 19,825
Revenues

—11,268 —12,848 —24,168Change in unified budget deficit 421 —9,494 —11,117

The spending effects of this bill fall within budget functions 550,
600 and 700. The budget authority is the net result of higher inter-
est income on higher trust fund balances for the Old Age Survivors
Insurance (OASI), the Disability Insurance (DI) and Hospital Insur-
ance (HI) programs, transfers to the trust funds from the general
fund of the U.S. Treasury, and required additional budget authori-
ty for the Supplemental Security Income (SSI), Supplementary
Medical Insurance (SMI), Food Stamps, Veteran's Pensions and
Medicaid programs.

Basis of estimate: This bill generally incorporates the January,
1983 recommendations of the National Commission on Social Secu-
rity Reform. It also incorporates provisions affecting the Medicare,
Supplemental Security Income and Unemployment Insurance Pro-
grams. Table 2, shows the costs, savings and revenue impacts of
this bill to the federal government.

One major purpose of this bill is to ensure the continued pay-
ment of all Social Security benefits. The impact of some of the pro-
visions in the bill on the financial status of the Social Security
trust funds differs from their impact on the federal budget. Many
provisions transfer funds within the government, which has no
impact on budget outlays or receipts. In addition, the savings to
and income into the trust funds generate additional interest
income or budget authority. This income also does not affect the
unified budget deficit. The impact of the bill on the trust funds
therefore is shown separately in Table 3.
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TABLE 2.—ESTIMATED OUTLAY AND REVENUE CHANGES TO THE UNIFIED FEDERAL BUDGET

RESULTING FROM S. 1, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983

[By fiscal year, in miIPios of dollars]

1983 1984 1985 1986 1987 1988

Outlay changes:

Delay COLA 6 months:

OASDI —7,704 —3,793 —4,228 —4,473 —4,706 —5181

SSI —100 —130 —170 —170 —175 —210

Veterans' Pensions —25 —54 —58 —58 —60 —63

Offset: Food stamps 0 37 46 51 53 53

Medicare premium delay:

SMI 114 63 —90 —201 —206 —211

HI 1 (' ) (') (') (') (')
Offset: Medicaid —9 —5 7 15 16 16

Increase SSI benefits: SSI 250 750 845 840 875 935

Offsets:

Foodstamps —40 —165 —170 —170 —175 —175
Medicaid 0 35 50 55 55 55

Extend FSC program for 6 months: 2

Unemployment compensation 2,070 120 0 0 0 0

Offsets to food stamps and AFOC —135 —8 0 0 0 0

Prospective payment system 0 0 0 (3) (2) (2)

State waiverchange 0 (4) (4) (4) (4) (4)

Miscellaneous outlay impacts:

OASDI 0 122 230 296 364 438

SSIandAFDC (5) (5) (5) (5) (6) (5)

Total outlay changes 421 —3,028 —3,538 —3,815 —3,959 —4,343

Revenue changes

RCA increase

OASDI

Railroad retirement

1984 FICA Tax Credit

Other FICA Tax Offsets

SECA tax increase

SECA Tax Credit

Cover nonprofit employees

Nonprofit workers income tax offsets

Cover new Federal workers

State speedup

Tax 50 percent of benefits

OASDI

Railroad Retirement

Increased tax revenues from FSC extension2

Total revenue changes

Total impact on united budget deficit

less than $0.5 million.
2This bill contains no esmates relating to unemployment trust fund loan reform.

The budgetary impact cannot be estimated because the bill would allow the Secretary of Health and Human Services as advised by a panel of
experts, nearly unlimited discretion in setting pment rates for inpatient hospital services. Those rates could be set sudi that Medicare outlays in
the aggregate would increase or decrease.

The cost of this provision cannot be estimated becaue it depends on the actions of state hospitat rate-setting commissions in Massachusetts
and New York.

° SSI sts do not include costs of the provision requiring notices to be sent to social security beneficiaries nforming them about SSI. See the
text for details.

0 6,361 2349 0 0 10,272

0 45 0 0 0 61

0 —3,240 —985 0 0 0

0 —795 —147 0 0 —1,284

0 1,408 4,304 4,382 4,747 5,199

0 —893 —2,645 —2,481 —2,397 —2447
0 1,118 1,697 1,955 2,297 2,853

0 —141 —212 —244 —287 —357

0 61 185 315 455 636

0 1,600 200 136 104 200

0 780 2,769 3,316 3,885 4,594

0 20 64 74 85 98

0 142 0 0 0 0

0 6,466 7,579 7,453 8,889 19,825

421 -—9,494 —11,117 —11,268 —12,848 —24,168

Sour: CHO estimates based on February, 1983 economic assumptions.
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TABLE 3.—ESTIMATED CHANGES IN OASI, DI AND HI TRUST FUND OUTLAYS AND INCOME RESULTING

FROM 5. 1, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983

[By fscaI years, in millions of dollars]

1983 1984 1985 1986 1987 1988

Trust fund outlay changes:

6-month COLA delay:

OASI —1519 —3,394 —3805 —4049 —4,272 —4,712

DI —185 —399 —423 —424 —434 —469

Miscellaneous provisions:

OASI 0 122 230 296 364 438

Total outlay changes:

OASI —1519 —3272 —3,575 —3,753 —3,908 —4274

Dl —185 —399 —423 —424 —434 —469

Total —1,704 —3,671 —3,998 —4,177 —4342 —4,743

Trust fund income changes:

Tax 50 percent of benefits: OASI2 0 780 2,769 3,316 3,885 4,594

FICA tax speedup:

OASI 0 5476 1974 0 0 8,631

Dl 0 966 403 0 0 1,764

SECA tax increase:

OASI 0 856 2,525 2,447 2,608 2,912

DI 0 175 517 501 534 597

HI 0 377 1,262 1,434 1,605 1,670

Cover newly hired Federal workers:

OASI 0 104 314 536 774 1,081

Dl 0 18 56 94 136 191

Cover non-profit organizations:

OASI 0 712 1,083 1,226 1,427 1,763

DI 0 189 288 332 390 485

HI 0 216 326 397 480 605

Military transfer credits:

OASI 16,800 —380 —385 —210 —220 —210

DI 2,300 —60 —60 —35 —35 —35

HI 3,290 —70 —70 —60 —60 —60

tincashed checks:

OASI 680 43 43 43 43 43

DI 120 7 7 7 7 7

State speedup: OASDHI 0 1,600 200 136 104 200

Total income changes:

OASDI 19,900 10,487 9,734 8,393 9,653 22,023

HI 3,290 523 1,518 1,771 2,025 2,215

Tota' 23,190 11,010 11,252 10,164 11,678 24,238

Total outlay and income infusions to trust funds:

OASDI 21,604 14,158 13,732 12,570 13,995 26,761

OASDHI 24,894 14,681 15,250 14,341 16,020 28,981

Estimated interest income

OASDI 290 2,948 4,428 5,559 6,442 7,770

OASDHI 335 3,333 -4,928 6,202 7,217 8,682

Total annual increase in trust funds:

OASDI 21,894 17,106 18,160 18,129 20,437 34,531

OASDHI 25,229 18,014 20,178 20,543 23,237 37,663

Assumes no reallocation between OASI and DI trust funds.
ssumes all revenues allocated to OASI trust fund.

Source: CBO estimates based on February 1983 eCOnomiC assumptions.

A Section by section description for the basis of the estimates for
the provisions in this bill having major cost impact is given below.
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These estimates were prepared from a draft of the bill before Com-
mittee amendments were added and from mark-up documents. No
bill as amended has been received.

PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL SECURITY
SYSTEM

Cover new Federal employees
This provision extends Social Security coverage to all new per-

manent federal civilian employees as of January 1, 1984. The pro-
posal is expected to cover about 150,000 new permanent federal en-
trants per year through 1988. The proposal raises $61 million in
unified budget revenues in fiscal year 1984 and $1.7 billion in rev-
enues from fiscal year 1984 through 1988.

This provision assumes no change in the current Civil Service
Retirement system for those federal workers newly covered by
Social Security. No impact of any Civil Service change is given in
this estimate.

The estimate is based on CBO's current economic and federal
employment assumptions.

Cover workers in non-profit organizations
The provision requires mandatory coverage of all employees of

non-profit institutions and organizations. Approximately 20 percent
of employees of non-profit organizations and institutions are not
currently covered by Social Security. Covering the last 20 percent
of non-profit employees raises $1 billion in fiscal year 1984 and $8.7
billion in fiscal years 1984 through 1988.

The extension of mandatory coverage to all non-profit employees
results in an income tax offset against the increase in OASDHI
revenues. The offset equals 25 percent of the employer contribution
and reduces income tax revenues. Income tax revenues are estimat-
ed to fall because it is assumed that non-profit employers pass the
entire payroll tax increase onto their employees in the form of
lower wages and salaries.

The estimate was based on CBO's economic assumptions using
the Social Security Administration's short-term revenue forecast-
ing model.

Termination of State and local coverage
Currently, state and local governments can terminate Social Se-

curity coverage upon giving two years notice of their intention to
withdraw, and then doing so. This provision would prohibit any
such withdrawals, effective with the bill's enactment.

CBO's current law revenue estimates do not assume reductions
in trust fund income that could result from withdrawals of certain
state and local governments. Thus, there would be no revenue gain
to the CBO baseline estimates from prohibiting such withdrawals.
Delay payment of annual cost-of-living adjustment from July to

January of each year
This section delays the payment of future cost-of-living adjust-

ments (COLA's) for Social Security for six months, from July to
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January of each year. In addition, the provision changes the base
period from which the COLA is calculated.

The COLA is measured by the growth in the Consumer Price
Index (CPI) from the first calendar quarter of the previous year to
the first quarter of the current year. Whenever the increase is
greater than three percent, an adjustment to the benefits paid each
July is made. The July, 1983, COLA will be paid in January, 1984
under this provision, and will be based on the current law indexing
period. Subsequent adjustments will be based on the CPI growth
from the third quarter of one year to the next. The table below
shows the CBO COLA assumptions under current law and under
this provision.

ASSUMED PERCENTAGE INCREASE IN SOCIAL SECURITY BENEFITS UNDER CURRENT

LAW AND UNDER S.1

1983 1984 1985 1986 1987 1988

Current law—July

Proposed—Januaiy

4.1

0.0

4.6

4.1

4.5

4.6

4.2

4.4

4.0

4.1

3.8

3.8

This bill also guarantees that a January, 1984 COLA will be
given, even if the rate of inflation is so low that the adjustment is
less than three percent. Since CBO's current economic assumptions
have this COLA adjustment at 4.1 percent in 1984, this clause has
no cost effect.

The change in the COLA base and date of payment is expected to
save $24 billion in Social Security benefits over the period, and an
additional $1.3 billion in SSI and other benefits directly linked to
this COLA. These COLA changes would increase food costs by $240
million over the period as incomes of food stamps recipients de-
cline.

Taxation of 50 percent of social security and railroad retirement
benefits for individuals with income above $25,000 and married
couples above $32,000

This provision includes in taxpayers' adjusted gross income (AGI)
half of Old Age, Survivors and Disability Insurance (OASDI) bene-
fits when those benefits plus AGI exceeds a threshold amount. For
the purpose of taxing half of OASDI benefits, the interest from tax
free bonds is added to AGI. The threshold is $25,000 for single re-
turns, $32,000 for joint returns, and zero for married couples filing
separately. This limit would be calculated including an individual's
or couple's tax exempt income, although this income would not
count towards determining one's marginal tax rates.. The amount
of benefits included in AGI would be the lesser of either 50 percent
of benefits or the one-half of the balance of the taxpayers' summed
income over the threshold.

The provision raises $800 million in fiscal year 1984 and $15.
billion from fiscal year 1984 through 1988. The revenue effects are
derived from the Joint Committee on Taxation estimates based on
the Social Security Trustees' 11—B assumptions, with benefit
amounts lowered to take account of the CBO's lower inflation (and
therefore cost-of-living adjustments) projections.
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Increase social security payroll tax (FICA) and 1984 tax credit
The provision accelerates the OASDI payroll tax (FICA) increases

for employees and employers. The payroll tax increases to 5.7 per-
cent from 5.4 percent on January 1, 1984 instead of January 1,
1985. Another tax rate speedup increases the rate to 6.06 percent
from 5.7 percent on January 1, 1988 and January 1, 1989. This in-
crease was scheduled to take effect in 1990. The proposal also in-
cludes a payroll tax credit of 0.3 percent of employee FICA contri-
bution for 1984.

The FICA tax acceleration results in an income tax offset equal
to 25 percent of the employer payroll tax contribution. The offset
lowers income tax receipts because employers are assumed to pass
back onto employees the full payroll tax increase in the form of
lower wages and salaries.

The provision is estimated to raise OASDI unified budget rev-
enues $6.4 billion in fiscal year 1984 and $19.0 billion from fiscal
year 1984 through fiscal year 1988. The income tax offset equals
$2.2 billion from fiscal years 1984 through 1988. The revenue loss
due to the payroll tax credit results in a $4.2 billion loss by fiscal
year 1985.

The estimates are based upon CBO's latest economic assumptions
using the Social Security Administration's short-term revex iue fore-
casting model.

Increase self-employed tax rate
The provision raises the self-employed payroll tax rate (SECA) to

a level equal to the combined employer-employee contribution rate
(including the FICA tax acceleration). In 1984 the SECA OASDI
rate increases 3.35 percent and the HI rate increases 1.3 percent
for a SECA rate of 14 percent. Further, the provision includes a
payroll tax credit equal to 2.9 percent of total SECA contributions
in 1984 and 2.5 percent in 1985, 2.2 percent in 1986, and 2.1 percent
in 1987 and 1988.

The proposal raises $1,408 million in SECA revenues in fiscal
year 1984 and $20 billion from fiscal year 1984 through 1988. The
income tax loss due to the self-employed payroll tax credit equals
$893 million in fiscal year 1984 and $10.9 billion from fiscal year
1984 through fiscal year 1988.

Reallocation of OASI and DI tax rates
This provision has no net cost to the federal government. It rea-

ligns the payroll tax portions allocated to the OASI and DI trust
funds so as to keep the two funds' balances at approximately the
same percentage of outlays at the start of each year.
Benefits to certain widows, divorced and disabled women

These provisions would: (1) allow the continuation of benefits to
surviving, divorced or disabled spouses who remarry; (2) change the
indexing procedure for benefits for those receiving deferred survi-
vor benefits; (3) allow divorced spouses to draw benefits regardless
of whether the former spouse is receiving benefits; and (4) increase
benefits for disabled widows and widowers.
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Together, these provisions would cost less than $200 million per
year once fully effective in fiscal year 1985. The largest cost in this
group of provisions would allow disabled widows or widowers ages
50 to 59 to receive benefits at an amount equal to which non-dis-
abled widows or widowers over age 59 currently receive. This provi-
sion is estimated to cost $90 million in fiscal year 1984, $125 mil-
lion in 1985 and an estimated $600 million over the five year
period. Based on Social Security Administration data, approximate-
ly 200,000 recipients would receive $50 or 20 percent in added bene-
fits per month under this provision.

In addition, a provision in this bill to allow women with children
additional years of zero earnings in the calculation of their bene-
fits.
Reimburement to OASDHI trust funds for military wage credits

and unearned OASDI checks
These provisions will credit the three Social Security trust funds

with $23.8 billion as part of a transfer in 1983 from the general
fund of the Treasury. A total of $22.4 billion of this transfer repre-
sents the present value of estimated benefits arising from Social
Security credits granted to military personnel for service prior to
1957, and the amount of taxes on these credits between 1956 and
1983. The remaining transfer is for the estimated amounts of un-
cashed Social Security checks for past years. Checks uncashed for
longer than six months will also be credited back to the trust funds
in future years.

These estimates were provided by the Social Security Adminis-
tration. Although they add large amounts to the trust funds, the
provisions do not have any cost impact to the federal government
as a whole. There are offsetting interfund transfers within the fed-
eral unified budget.

State payment speed up
This provision will require state and local governments to trans-

fer their payroll tax collections to the Treasury under the same
rules as private sector employers. Currently, state payments are
made on the 30th day of each month. The provision requires that
states transmit payroll tax collections to the federal government
soon after their employees are paid. Therefore, the Treasury would
receive state FICA collections more frequently. Thus, the transfer
to the Treasury would be hastened, adding to trust fund revenues
by $1.6 billion in fiscal year 1984 and $2.2 billion over the period.

This estimate was prepared by the Social Security Administra-
tion.

LONG-TERM FINANCING

This section of the bill reduced initial benefit levels beginning in
the year 2000. There are no effects resulting from these provisions
in the 1983 to 1988 period. In addition, the retirement age will be
gradually raised from 65 to 66 beginning in the year 2000.
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MISCELLANEOUS PROVISIONS

These provisions are aimed mostly at work incentives for the el-
derly, and at insuring the financial soundness of the trust funds.
The provisions would eliminate the retirement test for workers
over the age of 65 beginning in 1990. This test reduces retirement
benefits by $1 for each $2 in earnings over a given amount ($6,600
in 1983). A delayed retirement credit of 8 percent would also be
phased in. This credit would increase from 3 percent the added
benefit amount paid to a retiree for each year a worker decides to
retire after age 65.

Another section of the bill would require Congress to act if the
balances in the trust funds fall below 20 percent of a year's out-
lays. If Congress does not, and interfund borrowing (also provided
for in the bill) does not achieve this result in each fund, then the
cost-of-living adjustments would be altered until the funds recover.
The cost-of-living adjustment would be reduced first for those with
higher benefits, but those with lower benefits would also ultimately
be reduced, if necessary. This cost estimate does not assume any
further cost-of-living adjustment reduction beyond the six month
delay discussed above.

SUPPLEMENTAL SECURITY INCOME PROVISION5

This title of the bill raises SSI benefits and makes other minor
changes in SSI and AFDC. Together these changes are estimated to
add $728 million to federal outlays in fiscal year 1985.

Beginning July 1, 1983, 551 benefits would be increased by $20 a
month for individuals living in their own household and by $30 a
month for couples. These increased benefits would more than offset
the effect on 551 recipients of the COLA delay. The largest part of
the added cost comes from the benefit increase for current 551
beneficiaries. In addition, CBO estimates that about 125,000 per-
sons would become new beneficiaries of SSI. Most would be newly
eligible for 551 as a result of the increased income limits. For these
persons, CBO has assumed a participation rate of 25 percent (that
is, of all the newly eligible, 25 percent would actually participate in
SSI). Some of the other new beneficiaries would be persons previ-
ously eligible who would now choose to participate as a result of
the increased benefit levels. There are also an estimated 65,000 per-
sons who were receiving SSI state supplements only who would
now become eligible for a small federal SSI payment.

Partially offsetting the costs in SSI from these benefit increases
is a savings in the food stamp program as incomes of SSI benefici-
aries rise. There are also added costs in Medicaid for those new SSI
beneficiaries who also become newly eligible for Medicaid.

This title would also enable temporary residents of emergency
public shelters to receive SSI for three months in any twelve-
month period. This provision is estimated to cost $1 million in
fiscal year 1983 and $3 million a year thereafter. In addition, Title
IV would disregard in the determination of benefits any in-kind as-
sistance based on need received by SSI and AFDC beneficiaries.
This provision, which is effective only through September 30, 1984,
is estimated to cost less than $500,000 a year in SSI and $1 million
in 1983 and $2 million in 1984 in AFDC.
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The bill also apparently includes a provision that would require
the Social Security Administration to send notices to Social Secu-
rity beneficiaries informing them of their potential eligibility for
SSI and urging them to contact a local office if they think they
would be eligible. No language is available for this provision and
the extent of the notices could vary considerably. Hence, there is
no cost estimate for the provision. However, costs under even a
fairly limited provision could be significant, perhaps around $50
million. Not only would there be added administrative costs but it
would be reasonable to assume that around 5 percent of those re-
ceiving a notice who are eligible for SSI would apply for SSI
benefits.

UNEMPLOYMENT COMPENSATION PROVISIONS

Federal supplemental compensation
This section of the bill would extend for six months the federal

supplemental compensation program (FSC) now scheduled to termi-
nate March 31, 1983. It would provide up to 14 weeks of additional
unemployment compensation benefits for individuals exhausting
regular or extended unemployment benefits after March 31, the
maximum number of weeks provided varying with a state's insured
unemployment rate (IUR). In addition, it would provide those per-
sons who have exhausted their FSC entitlement before March 31
with up to 8 additional weeks of benefits, the maximum number of
weeks again varying with a state's IUR. Also, it would allow those
persons who have benefit entitlements remaining on September 30,
1983 to receive up to one-half the balance of those entitlements.

The estimate of the fiscal impact of this section of the bill is
based upon estimates of the states' IURs and weeks compensated,
and the determination of whether a state will be paying extended
benefits which underlies the CBO baseline. It is assumed that the
national seasonally adjusted IUR will be 4.4 percent for both quar-
ters of the extension. Furthermore, it is assumed that 45 percent of
those claimants in the current law FSC program would exhaust
and collect added weeks of benefits during the extension. This
point estimate is based upon the experience of exhaustees of the
federal supplemental benefits program of 1975 to 1978.

CBO estimates that any FSC extension results in a reduction in
AFDC and Food Stamp outlays as individuals who exhaust unem-
ployment benefits and would otherwise draw benefits from these
means-tested programs continue to draw jobless payments. It is es-
timated that the extension through September 1983 will cause
AFDC and food stamp expenditures to drop by $142 million. In ad-
dition, CBO estimates that the six-month FSC extension will cause
income tax revenues to increase in fiscal year 1984 by $142 million.

Loan reform
This bill contains a provision relating to limiting the federal tax

credit reduction and to paying interest of federal unemployment
compensation loans to states. CBO has provided no estimates of the
fiscal impact of these provisions.
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MEDICARE HOSPITAL INSURANCE PROVISIONS

Conforming changes in medicare premiums
The bill would postpone from July 1 to January 1 of the follow-

ing year increases in Medicare premiums. Current premium
amounts would apply during the interim. Future premiums (and
the general revenue contribution to SM!) would be calculated on
the basis of estimated incurred costs for the calendar year during
which the premium would apply. Consonant with the changes
made by TEFRA a year ago, SM! premiums would be set at 25 per-
cent of cost per aged enrollee in calendar year 1984 and 1985, but
would be limited in subsequent years by the cost-of-living increase
in social security benefits in the previous January.

The estimated costs of this provision are the difference between
projections of income from premiums under current law and under
the amendment. Premium income under the amendment is the
product of monthly enrollment projections and monthly premium
amounts computed on the basis of projected incurred costs by ca1-
endar year.

GeneraL—The bill would provide for reimbursing most hospitals
for inpatient services provided to Medicare enrollees on the basis of
payment amounts, varying by diagnosis, fixed in advance of the
period in which they would apply. The provision would be effective
with hospital cost-reporting periods beginning on or after October
1, 1983. With the exceptions discussed below, for the first two cost-
reporting periods affected, the payment rates would be set to
assure that total Medicare payments for inpatient hospital services
in affected hospitals would be neither greater nor less than under
current law. !f implemented faithfully, the provision would have no
budgetary impact in fiscal years 1984 and 1985. !n subsequent
fiscal years, however, the Secretary of Health and Human Services,
advised by a panel of experts, would have nearly unlimited discre-
tion in setting payment rates. Given that discretion, CBO is unable
to determine whether the prospective payment provision would
result in federal costs or savings after fiscal year 1985.

The proposed mandatory Social Security coverage of employees
of non-profit organizations could raise labor costs for some hospi-
tals. Under the bill, Medicare's share of any such costs would be
additional costs to the Medicare program. CBO is unable to esti-
mate those costs at this time.

Change in State Waiver Requirement.—The bill would phase out
the requirement that the rate of increase in Medicare hospital
costs in states currently reimbursing hospitals under demonstra-
tion agreements entered into after August 1982 be less than the na-
tional rate of increase in those costs. The provision would affect
only Massachusetts and New York, both of which operate hospital
rate-setting programs that have for several years held their hospi-
tal cost increases well below the national average. !f those states
were to continue to be as successful as they have been, the provi-
sion would have no budgetary impact. On the other hand, the pro-
vision would allow larger cost increases than current law. If Medi-
care hospital costs were to rise one percentage point faster under
the provision, federal spending would increase by about $50 mil-
lion in 1984.
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6. Estimated cost to State and local governments: A number of
the provisions of this bill would affect budgets of state and local
governments. Their estimated net impact on categories of state
and local expenditures is shown in the table below.

TABLE 4.—ESTIMATED COST TO STATE AND LOCAL GOVERNMENTS

1983 1984 1985 1986 1987 1988

Payroll costs 291 159 446

Speedup of FICA deposits 800 105 13 51 105

SSI State supplements 35 120 130 125 125 130

Medicaid —8 26 49 60 60 60

AFDC —29 1

General assistance —13

Total —15 1,238 443 258 242 141

Basis of estimate: The acceleration of FICA rate increases would
add to state and local government payroll costs. Currently, about
70 percent of total state and local government employment is cov-
ered by Social Security. State and local governments would have
added payroll tax contributions of $291 million in fiscal year 1984
and $896 million over the entire 1984—88 period. The CBO estimate
does not include a future cost to states who would no longer be
able to withdraw from the Social Security system under this legis-
lation.

The provision speeding up FICA deposits would require state and
local governments to forward their FICA deposits about one month
earlier. In the first fiscal year following enactment, states would
show higher budgetary outlays for their (the employers') share of
the FICA deposits which is one-half of the total savings shown for
the federal government. In addition, state and local governments
would lose small amounts of interest they would otherwise have
earned on the balances over a one month period.

The changes in SSI would increase state and local government
costs. Virtually all states supplement federal SSI benefits. The $20
benefit increase would raise state costs unless states were to lower
their state supplement benefit levels. Typically, lowering of benefit
levels requires action by state legislatures. The CBO cost estimate
assumes that current state supplement levels remain in effect. Con-
sequently, it represents a maximum cost to state and local govern-
ments.

The CBO cost estimate for the $20 benefit increase incorporates
added costs to states and localities for current state supplement
only beneficiaries, for new state supplement beneficiaries as a
result of the new federal beneficiaries (about one-third of federal
SSI beneficiaries receive state supplements), and for new state sup-
plement only beneficiaries who are newly eligible. Costs of this pro-
vision are estimated to total $124 million in fiscal year 1985.

In addition to the effect of the $20 benefit increase, SSI state sup-
plement costs would be increased by the COLA delays in SSI and
OASDI. When COLAs are made, state supplement costs decline
slightly because for state supplement only beneficiaries OASDI in-
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creases are larger than SSI increases. The costs of the COLA delays
are estimated to total about $6 million a year.

The CBO cost estimate does not include any cost effect of the al-
tered "pass-through" requirements of section 402. Current law re-
quires states to pass through to SSI beneficiaries federal benefit in-
creases unless state payment levels are above their December 1976
levels or unless aggregate state SSI supplement expenditures in the
12 months following a federal payment level increase exceed aggre-
gate state expenditures in the 12 months prior to the federal
change. This provision would require states to pass through the
dollar amount of the COLA that would have occurred in July 1983
under current law and also all future federal benefit increases,
even if state payment levels are above the December 1976 levels.
Hence, in future years the provision would limit the flexibility of
states to reduce supplement levels when federal SSI benefits in-
crease, raising costs for some states. However, for other states—
those with payment levels equal to their December 1976 levels—
this provision would result in potential savings because they could
pass through the July 1983 cost-of-living adjustment amount
(roughly $11) rather than the full $20 benefit increase.

Expenditures of state and local governments would also rise be-
cause of higher Medicaid costs occasioned by the SSI benefit in-
crease and the Medicare premium delay discussed earlier. The
state and local government financing share of Medicaid averages
about 46 percent.

The increased federal supplemental compensation benefits for
the unemployed would lower state and local government expendi-
tures in two ways. First, AFDC outlays would decline in fiscal year
1983. The state share of such outlays averages 46 percent. Second,
outlays for state and local general assistance (GA) programs would
also decline. GA programs are fully funded by state and local gov-
ernments and are means-tested, typically serving those ineligible
for AFDC and SSI. There are no reliable statistics on which to base
an estimate of savings in GA. However, a rough estimate of the es-
timated effect in Michigan provided by Michigan analysts was used
to estimate national effects. Michigan accounts for about 15 per-
cent of GA expenditures nationwide.

7. Estimate comparison: None.
8. Previous CBO estimate: None.
9. Estimate prepared by: Stephen Chaikind, Malcolm Curtis,

Richard Hendrix, John Navratil, Janice Peskin, Roger Hitchner,
Kathleen Shepherd (226—2820), James Nason (226—2689).

10. Estimate approved by:
C. G. NUCKOLS

(For James L. Blum, Assistant Director for Budget Analysis).

VOTE OF THE COMMITTEE

In compliance with paragraph 7(c) of Rule XXVI of the Standing
Rules of the Senate, the following statement is made relative to the
vote by the committee on the motion to report the bill 5. 1, as
amended, was ordered favorably reported by a vote of 18 yeas, 1
nay.
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REGULATORY IMPACT STATEMENT

Because of the urgent nature of this legislation and the necessity
for prompt action to assure the financial solvency of the social se-
curity program, it is necessary to dispense with the requirements
of paragraph 12 of Rule XXVI of the Standing Rules of the Senate
relating to regulatory impact statements as is provided for in the
last sentence of such paragraph.

CHANGEs IN ExIsTING LAW MADE BY THE REVENUE PROVISIONS OF THE
BILL AS REPORTED

In the opinion of the committee, it is necessary in order to expe-
dite the business of the Senate, to dispense with the requirements
of paragraph 12 of Rule XXVI of the Standing Rules of the Senate
(relating to the showing of changes in existing law by the provi-
sions of 5. 1, as reported by the committee).

0
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Calendar No. 41

98TH CONGRESS
1ST SESSION

[Report No. 98—23]

To implement the consensus recommendations of the National Commission on

Social Security Reform.

ll TIlE SENATE OF TIlE UNITED STATES

JANUARY 26 (legislative day, JANUARY 25), 1983

Mr. DOLE (for himself, Mr. MOyrniAN, Mr. HEINZ, Mr. BuR, Mr. STEVENS,

Mr. LAXALT, Mr. DANFORTH, Mr. KENNEDY, Mr. BENTSEN, Mr. MUB-

KOWSKI, Mr. STAFFORD, and Mr. WALLOP) introduced the following bill;

which was read twice and referred to the Committee on Finance

MARCH 11 (legislative day, MARCH 7), 1983

Reported by Mr. DOLE with an amendment to the text and an amendment to the

title

[Strike out all after the enacting clause and insert the part printed in italic]

A BILL
To implement the consensus recommendations of the National

Commission on Social Security Reform.

1 Be it enacted by the Senate and House of Representa-

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

2 SECTION 4- This Aet with the following table of eoa-

3 tenth, may be cited as the "Social Security Amendments of

4 1983".
TABLE OF CONTENTS

See7 4 Shect title

TITLE I CHANGES IN COVERAGE

See 4-04- Coverage of newly laced Federal employees.
See 4-0& Coverage of employees of nonprofit erganizations.
See7 40& Duration of agreement fec coverage of State and loeal employees.

TITLE II CHANGES IN BENEFITS

See 204- Shift of coot of living adjustments to calendar yeac basith
See7 2O2 Elimination of windfall benefits fec persons with pensions fcoca noncov

eced employment.
See7 20& Benefits fec divorced ec disabled widow ec widower who remarrics.
See7 2047 Change in indexing fec deferred survivor benefits.
See 20& Benefits fec divorced spouse regardless of whether former spouse has ce

Seth 2O6T Increase in benefit amount fec disabled widows and widowers.
Seth 20V- Adjustment to cost of living increase when tenet fund catio falls below 20

percent.
Seth 20& Increase in old age insurance benefit amounts en account of delayed e-

tiremcnt.

TITLE ifi REVENTJE PROVISIONS

See7 204-; Amendment of #954 Qede
Seth 2027 Taxation of 50 percent of eoeial security benefits of higher income poc-

eenth
Seth S0& Acceleration of increase in FICA tanee #984 employee FICA tan credit.
Seth 8047 Self employment taneth
See S0& Coverage of payments undec salacy reduction plane

TITLE IV MISCELLANEOUS FINANCING PROVISIONS

Seth 404- Allocation to Disability Insurance Tcuet Fund
Seth 40& Intcrfund borrowing extension.
Seth 40& Crediting amounts of unncgotiated checks to tenet funder
Seth 4047 Transfer to tcust funds fec eoets of benefits attributable to military eeeq-

iee before #9&V-
See7 40& Payment to tenet funds of amounts equivalent to tones on service in the

uniformed services performed aftec 4-95&
See 40& Tcnst fund investment procedure.
See 4977 Addition of puhlie members to tcnet fund hoacd of trustees.
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1 J ChANGES P C(WER4Q4

2 OOVIAG13 NDWIY IllIfliFD FEDEI*f IPLOYPS

3 Sio. 101. 1aX1) Section 2L1O(a of the oeini Security

4 Ae i amended by striking e paragraph (ö &id 6) 4

5 inserting in 1ie thereof the fo11o'cving

6 Service performed in the employ of the

7 TJe4 States e inti'±tettofity of the Unitcd

8 i4 such service

9 "(A) would 4 be ini4udcd in be aem 'cm

10 ployment' fec pirposes of vihscction by

ii reason of the provisions ef pecagcaph (5 ec ( of

12 thie fi±beetion oo in effect e J.nuary 4- 4-98

"(B) ie performed by + ind4ua1 whe be

14 bees continuously in the employ of the United

iF States ecnn instrumentality thereof 'ineo Dcecm

i'
17 in ne service performed e thf ce4.

iS of e.'ide of the United &ee ec ao

19 o MeinbeF ec R.siJ"m mrnissionr of

2() o e the Zngres;

21 Sei'viee tef formed in the efflple of the

22 4ted & *rurncn':y of 4he

23 f o±e 4e in
-M ii a io-L i*jt-q J44

"
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1 "(B) by y individual &s fiii cmployec in-

2 eluded imder cetion 5351(2) of itte ö United

3 State3 Code (relating e certain intorn, Gtudent

4 nurc, fij14 other student employees of hopita1

5 of he Federal Government), other than &s

6 mctheal Of dental intern Of ft medical Of dental

7 rcoident in training; Of

8 "(C) by y individual &s fii1 employee erv

9 oi & temporary bai in e&se of fiie 3torm,

10 earthquake, flood, other imi1ar emergency;".

11 2) Section 210(p) of ueh Aet. i amended by 3triking

12 ej±t "proviion of " fij14 l4 hat follow3 fij14 incrting in

13 lieu thereof "provioion of ubection (a)(5).".

14 (b)(1) Section 3121(b) of the Internal Revenue Code of

15 1954 i amended by striking out paragraphs ond

16 inserting in lieu thereof the following:

17 i45 nerviee performed in the employ of the

18 United State3 Of y inotrumentality of the United

19 State3, if such service

20 "(A) would uot be included in the term 'em

21 ployment' fef purpoe of this oubection by

22 rcaon of the proviion of paragraph (ö of

23 this suboction &s in effect Oft January 4 1983,

24

S 1 RS
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1 "(B) ie performed by individual who he

2 boon continuounly in the employ of the 'United

3 States e &n instrumentality thereof since Docom

4 beiS45 1983;

5 "(C) ie tot service performed O7 the Preni

6 dent e Vice President of the United States ei O7

7 Member, Delegate, ei Resident Commissioner of

8 e to the Congress;

9 46 service performci in the employ of the

10 United Staten o &iy instrumentality of the United

11 Staten if such service ie performed

12 "(A) in penal institution of the United

13 States by inmate thereof;

14 "(B) by iy individual a employee iii-

15 eluded under section 5351(2) of title & United

16 Staten Code (relating to certain interns, student

17 nurses, aced other student employees of hospitals

18 of the Federal Government), other than a

19 medical o dental intern o medical o dental

20 resident in training; o

21 "(C) by otiy individual a &n employee ncrv

22 oti temporary basis in eaoe of fite7 storm,

23 earthquake, flood, oi other similar emergency;".

24 (2 Section 3121(u)(1) of such Code ie amended to read

25 os follows:

S 1 RS
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1 -(44 IN GENDRAL. For purpo@e ef the taxc is

2 pocd by sections 3101(b) 4 3111(b), &uboct4en

3 nhall be applied without regard to paragraph (4

4 of.".

5 (e The amendmcnt made by this cction shall be effee—

6 tie with rcpect to remuneration poid after Dcccmbcr 84;

7 498&

8 COVERAGE Of EMPLOYEE@ OF NONPROFIT

9 OROANIZATIONO

10 SEc. 102. (o Section 210(a)(8) of the Social Security

11 Aet is amended by striking eet subparagraph (B) thereof &nd

12 by 3triking eet "(A)" after "(8)".

13 (b)(1) Section 3121(b)(8) of the Internal Revenue Code

14 of 1954 is amended by striking eet @ubparagraph (B) thereof

15 ofid by 2triking ei±t "(A)" after "(8)".

16 (2) Sub3eetion (k) of cction 3121 of 2ueh Code

17 pealed.

18 (e) The amendment2 made by this rwction shall be cffee

19 tie with reopect to remuneration pai4 after December 34T

20 1983.

21 (4) Notwithstanding oiy provision of cction 3121k) of

22 the Internal Revenue Code of 1954 (o oiy other provi2ion of

23 l.ftw) the period fe which a certificate is i* effect under eh

24 section fftfr ot be terminated o Of after the 4&te of the

25 enactment of this Aet

S I RS
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1 DUILATION 9i ACUBEMENT OOVBBAOE 9 OTATE *N

2 LOOAL DMPLOYBE

3 Sio 103. Subsection (g) of section 24-8 of he Social

4 Security Ae ie amended e road fcllows:

5 "Duration of Agreement

6 4g No agrcement under this ootion may be torminat

7 ed in ito entirety e with respect e iy coverage group, e

8 e after he dote of he enactment of he Social Security

9 £cndmcnto of 1983.".

10 The amendment made by subsection shall apply

11 te ooy agreement in effect under section 24-8 of he Social

12 Security Aet eo he dote of the enactment of this Aet, with

13 oot regard to whether o notice of termination woe in effect eo

14 such datc

15 TITLE II CILNGES BENEFITS

16 OIIIFT 9i COOT OF LIVINO ADJUOTMENTO FO CALENDAR

17 YEAR BAOIO

18 SEC. 201. (a)(1) Section 215(i)(2)(A)(ii) of the Social e-

19 curity Aet ie amended by striking oot "June" ood inserting

20 in liei* thereof "December".

21 Section 215(i)(2)(A)(iii) of such Aet ie amended by

22 striking oot "May" oed inserting in l4ei thereof "Novcm

23 bor".

S 1 RS
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1 Section 215(i)(2)(B) ef such Ae i amended by strik

2 ing ei*t "May" each place it appears a4 inserting in lieu

3 thereof in each instance "November".

4 (4 Section 208(fX8)(A) of such Aet i amended by strik

5 ing ei*t "Juno" on4 inserting in liei± thereof "December".

6 ( Section 230(a) of such Aet i amended by striking

7 ei*t "June" on4 iriscrting in liei± thereof "December".

8 (6 Section 215(i)(2) of such Aet && in effect in Docom

9 bec 1978, on4 flO applied in certain cases under the provisions

10 of such Aet && in effect after December 1978, i amended by

11 striking ei*t "June" in subparagraph (A)(ii) oti4 inserting in

12 lieu thereof "December", on4 by striking out "May" each

13 place it appears in subparagraph oti4 inserting in lieu

14 thereof in each instance "November".

15 (74 Section 202(m) of such Aet it applies in certain

16 cases by reason of section of Public Law 97 123) i

17 amended by striking out "May" on4 inserting in lieu thereof

18 "November".

19 (8 Phe amendments made by this subsection shall apply

20 with respect to cost of living increases determined under see-

21 tiefl 2 15(i) of the Social Security Aet fe ycars after 498&

22 (b)(1) Section 215(i)(1)(A) of the Social Security Aet i

23 amended by striking out "March oti4 inserting in lieu

24 thereof "September 30", oti4 by striking out "1974" oti4

25 inserting in lieu thereof "1082".

S 1 RS
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1 ( Section 215(i)(1)(A) ef Gueh Ae in effect in

2 comber 1078, &i4 applied in certain caoc under he provi

3 oiono ef ouch Ae in effect after December 1078, s amend

4 ed by otriking eii4 "March aed inoerting in liei* thereof

5 "September 30".

6 The amendmonto made by hi oubocction ohall apply

7 with reopcct te coot of living incrca303 determined under see-

8 ie 2 15(i) ef he Social Security Ae fe years after 1983.

9 (e) Section 215(i)(1.) ef ouch Ae is amended by inoerting

10 aed amended by oeotion 2G1 (a)(6) aed (b)(2) ef he

11 Social Security Amendmento ef 1083," after in effect in

12 December 1078".

13 (d)(1) Section 1612(b)(2) ef ouch Ae is amended by

14 redeoignating oubparagrapho 4 oubparagrapho

15 aed in3erting before oubparagraph he follow

16 ing ew bparagraph:

17 "(A) the ficet $600 pe year proportionately

18 omaller amounto ohortor periodo) ef bcnefito ie-

19 ceived under title II ef tII4e Act;".

20 Section 1612(b)(2XB) ef ouch Aet redeoignatcd

21 by paragraph 44 is amended by inoerting before the ocmi

22 colon M the efi4 thereof the following: reduced hut et

23 below zero) by &ty amount excluded under oubparagraph

24 (A)".

S I RS
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1 Phe amendments made by h4 ubscction ha11 be

2 cffcctivc with rcpcct o bcnefit@ payable under t44e XVI of

3 he Social Security Aet fef months after Juno 1983.

4 ELIMINATION ØF WINDFALL DENEFITO F9 INDIVIDUAL 0

5 REODIVINO PENOIONO FROM NONOOVERED DMrLOYMENT

6 SEe. 202. o) Section 2 15(a) of he Social Security Aet

7 io amended by adding ot the end thereof the following new

8 paragraph:

9 "(7)(A) In the e&se of on individual whose primary in-

10 surance amount would be computed under paragraph of

11 thie subsection, ond who becomes entitled after 1983 to o

12 monthly periodic payment Of o payment determined under

13 subparagraph P) based in whole o in part) upon hi earn

14 inge fef service which 444 not constitute 'employment' a 4e-

15 fined in section 24-0 fef purposes of thie title (hereafter in thie

16 paragraph on4 in subsection (d)(5) referred to no 'noncovered

17 service'), the primary insurance amount of that individual

18 during hin entitlement to old age of disability insurance bone

19 fits shall be computed Of recomputed under subparagraph (

20 with respect to the initial month in which the individual be-

21 comes eligible fef such benefits, nod shall be periodically

22 computed thereafter nt such times no the Secretary deter

23 mines there hno been o significant change in the amount of

24 such periodic payment.

g i
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1 "(II) If paragraph (44 of this zubzection would apply to

2 that individual (except for abparagraph GM of this

3 graph), there shall first be computed ati amount equal to the

4 individual's primary insurance amount under this subsection

5 (other than this paragraph), except that for purposes of such

6 computation the percentage of the individual's average it-

7 dcxcd monthly carnings established by subparagraph (A)(i) of

8 paragraph (44 shall he 82 percent. There shall then he com

9 puted (without regard to this paragraph) a second amount,

10 which shall he equal to the individual's primary insurance

11 amount under this subsection (other than this paragraph),

12 except that such second amount shall he reduced by ati

13 amount equal to one half of the portion of the monthly pen

14 odie payment attributable to non covered service to which

15 the individual is entitled (of deemed to he entitled) for the

16 month for which such old age or disability insurance benefits

17 are payable. The individual's primary insurance amount shall

18 he the larger of the two amounts computed under this sttb-

19 paragraph (before the application of subsection (i) and shall

20 he deemed to be computed under paragraph (44 of this sub-

21 gecticii for the purpose of applying other provisions of this

22 title.

23 "(C) No primary insurance amount may be reduced by

24 reason of this paragraph below the amount of the primary

25 insurance amount as determined under paragraph (1)(C)(i).

S 1 RS
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1 "W)(i) Miy periodic payment 4Iat otherwise meets he

2 requirements of subparagraph (A7 bi*t which is p&id Off other

3 than monthly basis, shall be allocated e basis equivalent

4 e monthly payment (so determined b he Secretary), sod

5 such equivalent monthly payment shall constitute s monthly

6 periodic payment fe purposes of this paragraph.

7 !4j4 h he eaoe of s* individual who h&s elected e

8 receive s periodic payment 4Iat h&s been reduced e s

9 provide s survivors benefit e any other individual, he pay-

10 mont is deemed e be increased (fef he purpose of any com

11 putation under this paragraph) by such reduction.

12 "(iii) 14 an individual e whom subparagraph (A applies

13 is eligible fef a periodic payment beginning with a month that

14 is subsequent e he month in which he becomes eligible fef

15 old age Of disability insurance benefits, he amount of 4iat

16 payment fef purposes of subparagraph (B shall be deemed e

17 be he amount e which he i is deemed, e ho come enti

18 fled (subject e clauses (i4. (u)7 and (i4 of this subparagraph)

19 in such subsequent month.

20 "(iv) Of purposes of this subparagraph, he term 'pen

21 edie payment' includes a payment payable in a lump swn if it

22 is a commutation of a substitute fe periodic payments.".

23 (b) Section 215(d) of such Aet is amended by adding at

24 the end thereof the following new paragraph:

S 1 RS
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1 (6) k the e&se of s*t individual whose primary insur

2 anee amount is nM computed under paragraph 444 of subsee

3 Meti ($ by reason of paragraph (4)(B)(ii) of thM subsection,

4 sad who becomes entitled after 1088 o o monthly periodic

5 payment (of o payment determined under subsection

6 (aX7XID)) based (in whole of in part) upon his earnings in

7 noneovered service, his primary insurance amount fef pw-

8 poses of his eititlement o old ago of disability insurance

9 benefits shall be the primary insurance amount computed of

10 recomputed under this subsection (without regard o this

11 paragraph st 4 before the application of subsection (i) e-

12 dueed by sa amount equal o the smaller of

13 (i one half of the primary insurance amount

14 (computed without regard o this paragraph sad before

15 the application of subsection (i)) of

16 (ii) one half of the portion of the monthly period

17 is payment (of payment determined under subsection

18 (a)(7)(P)I attributable o noncovered service o which

19 thM individual is entitled (e deemed o be entitled) fof

20 the initial month of his eligibility fof old age of disabil

21 ity insurance benefits.

22 The amount of such periodic payment fof purposes of clause

23 (ii) shall be periodically recomputed at such times as the See

24 retary determines there has been a significant change in the

25 amount of such periodic payment.

S I RS
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1 -(Q We p imey inetifenee ameni4 ffift be ttiee4 sy

2 eeoen of thin peeph below the eennt of the pi4iy

3 in@uranee amount ae dctcrmine nn4ei tien
4 (a4(i).".
5 Section 2-15f of neh Aet in amcndcd by adding et

6 the end the following new

7 n the eeee of en *nthhed who beeeniee cnti

8 t4ed to e periodic payment determined undef eetion

9 (e44) eW(P in e month ubcgucnt to the fi

10 ffienth in which he bccomc entitled e eFI-ege Of disabil

11 ity insurance benefit, end whose primary insurance amount

12 hen been eomputed without regard to either such subsection

13 or ubscetion (&) ±eh individual's primary insurance

14 amount shall be rccomprte4 in accor4uee with eithcr such

1 subsection or subscction (d)( en me be applicable, cffcc

IC tiie with the first month of his eo1currcnt dntitmcnt to

17 either sueb benefit end sueh periodic payment.

18 14 en individual's primary insurance amount bee

19 been computed under subsection (eW) Of (d)(ö) end it be-

20 comes n eseory to recompete thet p-rirnr nuranoc

21 amow under thin subsection

22 €9 as to inorease the monthly benefit enienet

23 payable with respet to saeh primary 'un1
24 fothor then in the ease of the indivith4 &h) su4

25 increase shall he determined as though sueh ery

I pq
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1 insurance amount had initially been computcd without

2 rcgard e subsection &74 e (d4ö)T Of

3 1.4ii by reason o he individual's death, such pfi-

4 mary insurance amount shall be recomputed without

5 regard o 4&ad as though i had never been computcd

6 with regard te subsection t474

7 "(C) Ia he ease o aay individual whose primary insur

8 ance amount is subject o he requirements o subscction

9 a4"4 dö)T he amount o such primary insurance amount

10 shall be recomputed as aiay be required under such

11 tions by reason o a significant change is he amount o he

12 relevant periodic payment.".

13 (4 Sections aad of such

14 Ae ae each amended by striking ei4 "section

15 aad inserting is liei* thereof "section 2ö)7 26).
16 Of

17 BENEPITO fO{ @TJRVIVING DIVOUOED croucn@ *N
18 DIOABLED WIDOWO *N WIDOWBE WhO flBMAILILY

19 Sno. 203. a44 Section of he Social Security

20 Aet is repealed.

21 Section e(4 of such Aet is amended o read as

22 follows:

23 44 Of purposes of paragraph (4-h if—

24 "(A.) a widow Of 0 surviving divorced wife marrics

ittn.ining age 60; Of
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1 "(B) & disabled widew ec disabled surviving di-

2 voreed wife described iii paragraph (43GB)(ii) marries

3 after attaining &ge é0

4 such marriage shall be deemed no e have occurred.".

5 {b)(4) Section 2024ffi4) of such Aet is repealed.

6 (2) Seetion 2O2"(4)() of sueh Aet is amended to road ifs

7 follows:

8 11(Ô) Fec purposes of paragraph (44; if—

9 "(A) & widower marries after attaining &ge 60 oc

10 "(B) & disabled widover described itt paragraph

11 (444B)(ii) marries after attaining &ge Ôøi

12 such marriage shall be deemed not to have occurred.".

13 ($44) The amendments made by subsection (a) shall be

14 effective with respect to monthly benefits payable under title

15 14 of the Social Security Aet fec months after December

16 1983.

17 (2)IheeaseofifnindividualwhOwifsnOtentitlodtoif

18 monthly benefit under title 14 of such Aet fec December

19 1983, no benefit shall be paid under such title by reason of

20 such amendments unless proper application fec such benefit is

21 made.

S 1 ItS
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DETI]UMINATION O PUIMAflY INOUDANCE AMOUNT PØ

DEFI])BBED QTJflVIVOB IIENEFIT)

SEC. 204. 4a Sootion 24-&4a of the Social Security Aet

i amended by adding at the eed thereof the following new

paragraphi

48(M 14 a person i entitled to benefits under subsee

() of section e the basis of the wages and

b. employment income of a deceased individual whose pi4-

mary nsurance amount would otherwise be determined under

paragraph 44)y the primary insurance amount of such de-

ceased individual shall be determined, fe purposes of deter

mining the amount of the benefit under such subscction a if

such deceased individual died in the year in which the person

entitled to benefits under such subsection fiet became eligible

fe such benefits e if earlier, the year in which such de-

ceased individual would have attained age 60 if he bad net

died (except that the actual year of death of such deceased

individual shall be used fef purposes of section

"(B) Notwithstanding —________bparagraph if a person

ia entitled to benefits under subsection eOf

() of section en the basis of the wages and e4f-

employment income of a deceased individual, and

4i4 wae entitled to benefits under thie title en the

basis of the wages and self employment income of such

8 1 R8——2

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25
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1 deceased individual in the month before the month in

2 svhieh such person became eligible fef the benefits do-

3 scribed in clause (ih

4 the primary insurance amount of such deceased individual

5 shall be the primary insurance amount determined under the

6 rules which would apply hu.t fef subparagraph (A)) Of the

7 primary insurance amount determined under subparagraph

8 (MT whichever is larger.

9 "(0) Of purposes of determining the maximum family

10 benefit amount with respect o o deceased individual fef

11 whom o primary insurance amount is determined under this

12 paragraph, the primary insurance amount of such deceased

13 individual shall be the primary insurance amount determined

14 under the rules which would apply (httt fef this paragraph) Of

15 the primary insurance amount determined under this para

16 graph, whichever is larger.".

17 (b) The amendments made by subsection (t4 shall apply

18 o the benefits of individuals who become eligible fef benefits

19 under section 2O (e) ond (4) of the Social Security Aet after

20 December 1983.

21 DENEFITO P011 DIVORCED OPOUDE REOARDLEOO OP

22 mitt,

___________ ___________

TV ILL) JJLII .1 JLIILVSI3LV LIJ. tP LI &J12 IfltJ LII.IJ I StilL)

23 SEC. 205. (t4 Section 202(b) of the Social Security Aet

24 is amended by adding M the end thereof the following new

25 paragraph:

S 1 RS
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1 !45 purposes of determining the entitlement of n

2 divorced wife to n benefit under thie subsection oftd the

3 amount of such benefit, in the eese of n wife who has been

4 divorced from hef former husband fef 0 period of net less

5 than 24 months

6 "(A) such former husband shall be doomed to be

7 entitled to an old age insurance benefit if he would be

8 entitled to such a benefit if he applied therefor; and

9 "(B) the amount of such benefit fef such divorced

10 wife shall be determined without regard to reductions

11 which ae of would be made under section 2O en as-

12 oount of work performed by such former husbaul.".

13 (b14 The amendment made by subsection (a shall be

14 effective with respect to monthly benefits payable under title

15 II of the Social Security Aet fef months after December

16 1988.

17 In the ease of an individual who was net entitled to a

18 monthly benefit under title II of such Aet fef December

19 1988, no benefit shall be paid under such title by reason of

20 such amendment unless proper application fef such benefit is

21 made.

22 INOBEAOE N DEN1FIT AMOUNT i6 DIOADLED WIDOWO

23 iai WIDOWE]20

24 SEc. 206. (a(-14 Section 2ø2(q)(-14 of the Social Security

25 Aet is amended by striking ent the semicolon at the end of
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1 subparagraph (B)Ü4 and al that follows and inserting is lieu

2 thereof a period.

3 (2) Section 202(q)(6) of such Aet is amended to road as

4 follows:

5 .-46) Por purposes of this subsection, the 'reduction

6 period' for an old age, wife's, husband's, widow's, or widow

7 insurance benefit is the period beginning

8 "(A) is the ease of an old age or husband's insur

9 anee benefit, with the first day of the first month for

10 which such individual is entitled to such benefit,

11 "(B) is the ease of a wife's insurance benefit, with

12 the first day of the first month for which a certificate

13 described is paragraph (ö)(A)(i.) is effective, or

14 "(0) is the ease of a widow's or widower's insur

15 anee benefit, with the first day of the first month for

16 which such individual is entitled to such benefit or the

17 first day of the month is which such individual attains

18 age 607 whichever is later,

19 and ending with the last day of the month before the month

20 is which such individual attains retirement age.".

21 (3) Section 202(q)(74 of such Aet is amended by striking

22 eat the matter preceding subparagraph (A) and inserting is

23 lieu thereof the following:

24 i4q.) For purposes of this subsection, the 'adjusted re-

25 duetion period' for an old age, wife's, husband's, widow's, or
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1 widower'i irmuranco benefit ie the reduction period pre3cribed

2 ii paragraph (6) ueh benefit, excluding ".

3 (4) Paragraphr (44çB)(i) ()(E4( ()(ii) of see-

4 tino O(q) of 3ueh Aet oie each amended by striking otit

5 (6)(A)" ond irmcrting in lieu thereof in each irmtance "(6)".

6 () Section 2øq)()() of 3ueh Aet is amended by

7 @triking eu±t "paragraph (6)() (o if 3ueh paragraph doc net

8 apply, the period 2peeifiod in paragraph (6)(B))" end iirnerting

9 in lieu thereof "paragraph (6)".

10 (6) Section 20q)(4-0) of 3ueh Aet is amended

11 (A) by 2triking out e* en additional adjuuted e-

12 duetion period";

13 (B) in subparagraph@ 4B)(i) (Q)(i) end (G)(ii) by

14 3triking out plus the number of months in the ed-

15 jrmted additional reduction period multiplied by 43/2t0

16 of 4 percent"; end

17 (Q) in subparagraph 4B)(i4) by striking out plus

18 the number of months in the additional reduction

19 period maltiplied by 43/240 of 4 percent".

20 b)(44 The amendmenth made by this eotion shall be

21 effective with ro@pcot to monthly benefith under title 14 of the

22 Social Security Aet fe month@ after December 1983.

23 () In the eese of en individual who wen not entitled to e

24 monthly benefit under title II of such Aet fef December

25 1983, no benefit shall be peid under such title by rcaoon of
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1 2uch amcndmcnt unlc proper application fef such bcncfit i

2 made.

3 ADJTJOTMENT P 000T OF LIVING INOREAOD W11EN TRUOT

4 FUND RATIO FALLO BELOW PERCENT

5 Sio. 207. (& Section 24 (i(2)(Ai4 ef he Social

6 fity Aet io amended, ii the mattcr following c1auc (1111), by

7 striking oet "The increase shall be derived" o4 inGerting in

8 liei± thereof "Except &s othcrwic provided in paragraph

9 the increac shall be derived".

10 b) Section 2 15(i) of such Aet ie amended by adding M the

11 ei4 thereof the following iew paragraph:

12 "(5)(A) !1he amount of the incrcac under paragraph (2)

13 to become effective fef monthly bcnefitG payable fef Dcocm

14 bef 1988 e ftf1 Decembor thereafter shall, if the Secretary

15 makes a finding under thie paragraph that the combined trust

16 funds ratio (as defined in Gubparagraph (P)) as of the start of

17 bu2inoio ei January I of the calendar year in which uoh

18 December falls is lose than 20 percent, be determined under

19 paragraph (2) by oubtituting

20 !4i) the percentage (rounded to the ncarc3t one-

21 tenth of I percent) by which the average of the total

22 wages fol! the preceding calendar year (as determined

23 fol! purpoc of ubcction (b)(3)(A)(ii)) cxcccdG uoh

24 average fol! the ocond preceding calendar year (asd if
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1 ne inercae in such wagc eek piee, the percentage

2 shall be deemed to be zero), fe

3 .(ii) the percentage othorwi2e applicable undcr

4 paragraph 2)

5 bi±t efily i4 the percentage determined under clau2e i) ie leso

6 than the percentage determined under clauno (ii

7 "(B) Ift &iy ee in which ft cost of living adjutmont

8 would net be made under thie Gub300tion e account of the

9 relevant increaoe in the Conoumer Price Index being lose

10 than percent, no ouch coot of living incrca3ô ohall be made

11 by rca3on of t4uie paragraph. purpoco of eny ouboequent

12 determination of e coot of living inereaoe baoed upon e period

13 of more than 44 montho, the percentage of the coot of living

14 incrcaoc (if any) to be applied under paragraph (2 ohall be

15 the n*n of the percentage increaoeo fef each relevant 44-

16 month period in ouch longer period which would have been

17 effective under thie ouboection (including thie paragraph) bu4

18 fef the provioion of paragraph (4) which limito ouch increaoeo

19 en4y to oaoeo in which the relevant increaoe in the Conoumer

20 Price Index ie equal to e greater than percent.

21 "(C) Ihe Secretary ohall make the finding with reopect

22 to the combined truot fundo ratio (ae of the otart of buoineoo

23 en January 4 of each calendar year) en October 4 of each

24 calendar year, baoed upon the moot recent data available ne

25 efthftt time.
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1 "(D) Foc purposes of this paragraph, the term

2 bined trust funds ratio' means the ratio of

3 4i) the combined balance itt the Federal Old Age

4 aed Survivors Insurance Trust Fund aed the Federal

5 Disability Insurance Trust Fund, reduced by the

6 amount of atty outstanding bait (including interest

7 thereon) from the Federal Hospital Insurance Trust

8 Fund, as of the start of business ott January 4 of aity

9 calendar year, o

10 4ii) the amount estimated by the Seeretary o be

11 the total amount o be paid from the Federal Old Age

12 aed Survivors Insurance Trust Fund aed the Federal

13 Disability Insurance Trust Fund during such calendar

14 year fef all purposes authorized by seetion 201, btt e-

15 eluding atty transfer payments between such trust

16 funds aed reducing the amount of atty transfer o the

17 Railroad Retirement Aceount by the amount of atty

18 transfers it+to either such trust fund from the Railroad

19 Retirement Account.

20 "(E) If atty increase under paragraph (2) has been deter

21 rnined ott the basis of the substitute formula itt subparagraph

22 (A)(i) of this paragraph, and fef atty succeeding calendar

23 year, the Secretary determines tha4 the combined trust funds

24 ratio is greater than 32 percent, the Secretary shall pay addi
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1 tional benefits with respect o the 12 month period beginning

2 with the following December in amounts net to exceed

3 14i in the aggregate, a total amount which, ae-

4 cording to actuarial estimate, equals the amount by

5 which the balance in such trust funds Oft the date of

6 such determination exceeds the amount necessary to

7 effect a combined trust funds ratio of 82 percent for

8 the following year; and

9 (ii) with respect to any individual, for benefits for

10 each month in such 12 month period, an amount equal

ii to one twelfth of the total amount by which all benefits

12 paid to him during all previous years were less than

13 the amounts which would have been paid to him bet

14 for the provisions of this paragraph.

15 Such additional benefitg shall be paid as a percentage in-

16 crease in the monthly benefits othenvise payable for months

17 during such 12 month period. If there are net sufficient funds

18 available to pay additional benefits in the full amount to all

19 individuals (taking into account the limitation in clause (i)h

20 amounts paid under this subparagraph shall be paid on a pro

21 rata basis to all individuals who are entitled to any such

22 amount and are entitled to a benefit under this thie for the

23 months in which such additional amounts are being paid.

24 4F In any ease in which additional payments are made

25 by reason of the provisions of subparagraph (E) for purposes
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1 of determining benefit amounts fe months after the 4--

2 month period fe which such additional benefits were made,

3 the percentage increase under this subsection applicable to

4 bcncfits payable fe such 12 month pcriod shall be deemed to

5 be the actual percentage achieved by reason of such addition

6 ftl payments (as measured with respect to payments which

e iot subject to reduction under aiy other provision of this

8 Act).".

9 (e Only with respect to the determination made fe Jan

10 uary 4. 1088, the combined trust fui4 ratio fe such year (fec

11 purposes of determining the increase under section 2-1-54i of

12 the Social Security Aet fec benefits payable fec December of

13 such year) shall be determined by using the actuarial esti-

14 mate of the Secretary of Health &nd Human services of the

15 ratio of

16 (-14 the combined balance which will be available

17 ii the Federal Old Age ad Survivors Insurance Trust

18 Fund &nd the Federal Disability Insurance Trust Fund,

19 reduced by the amount of aiy outstanding le&n (inolud

20 ing interest thereon) from the Federal Hospital Insur

21 anec Trust Fund, tt the close of business o December

22 of such calendar year, to

23 (2 the amount estimated by the Secretary to be

24 the total amount to be p&i4 from the Federal Old-Age

25 4 Survivors Insurance Trust Fund ad the Federal
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1 Dioabiity Inourance Truot Fund fe calendar year

2 1988 fe &ll purpooco authorized by ocction G1 of

3 ouch Act, bi±t excluding on tranofer paymento between

4 ouch truot fundo, ø4 reducing the amount of oiy

5 tranofer to the Railroad Retirement Account by the

6 amount of oiy tranofcro into oithcr ouch truot fund

7 from the Railroad Retirement Account.

8 (d Section 1617((2 of the Social Security Aet io

9 amended by inocrting o if greater, the percentage by

10 which benefit amounto under title would be increaood fef

11 ouch month hot fe the provioiono of oection 2-1(i)(5)," after

12 "are inereaood fef ouch month".

13 INOBEAOE IN OLD ACE INOUEANCE BENEFIT AMOUNTO ON

14 ACCOUNT 03' DELAYED ILBTI1EMBNT

15 SEp. 208. (a Section 20 414A of the Social Socu

16 i4ty Aet io amended to read o followo:

17 "(A) the applicable porcentage (ee determined

18 under paragraph 6) of ouch amount, multiplied by".

19 Section 202(w of ouch Aet io amended by adding et

20 the end thereof the following *ew paragraph:

21 46) purpooco of paragraph (-144A) the applicable

22 percentage ie—

23 "(A) 44-2. of .1 percent in the ee,ee of oo individual

24 who fiet bccomoo cligiblo fo oo old ago inourancc

25 benefit before 1979; o4
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1 4B4 i the ease of al4 other individuals

2 -i) -¼ of 4- pcrccnt fec increment months

3 earned prior to 1990,

4 -4ii) with respect to incrcmcnt. months

5 earned aftcr 1989, a pcrcdntagc cgual to the pec-

6 ccntagc is effect under this subparagraph fec

7 months is the preceding calendar yeac as in-

8 creased pursuant to this clause), pins 1/48 of 4-

9 percent, and

10 "(iii) of 4- percent fec increment months

11 earned after 2008.".

12 (e(-l-) Paragraphs (-A.) and 43.) of section 2O2(w) of

13 such Aet ace each amended b-y striking ottt "age 72! and

14 inserting is Iiett thereof "age 70".

15 (-a) The amendments made by paragraph (-44 shall apply

16 with respect to increment months in calendar years after

17 1983.

18 TITLE Ill REVENUE PROVISIONS

19 8E 344- AMENDMENT (W 444 CODE.

20 Except as otherwise expressly provided, whenever in

21 this title an amendment oc repeal is expressed in terms of an

22 amendment te- oc repeal of a section oc other provision, the

23 reference shall he considered to he made to a section ec other

24 provision of the Intermial Revenue Code of 1964.
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1 SEC. O& TAXATION O O PERCENT O SOCIAL SECURITY

2 BENEFITS O HIC HER INCOME PERSONS.

3 ( GENERAL RULE. Part II of ubehaptcr B of chap

4 tet 4. (relating to amounts peeifically included in groa

5 income) io amended by rede@ignating iection 86 oo section 87

6 ad by innerting aftcr Gcetion 8 the following ew cction:

7 "SEC. 8 SOCIAL SECURITY BENEFITS.

8 GnmrnAL. If the adjutcd groa income (deter

9 mined without regard to thie eotion, eotion 4.O(4). see-

10 •tio 221) of the taxpayer fef the taxable year .exoeedo the

11 base amount, there @hall be included in the gro income of

12 the taxpayer fef the taxable year on amount equal to one half

13 of the ooia1 security benefits poid to the taxpayer during the

14 taxable year.

15 BAOE AMOUNT. For purpoe of thie 300tion, the

16 term 'base amount' meano

17 .-(4) except no provided io paragraphs ( ond

18 $20,000,

19 42 $26,000, in the enee of n joint return, nod

20 zoro, in the enee of n taxpayer who

21 "(A) jo married M the close of the taxable

22 year (within the meaning of eetion 143) but doc

23 net file n joint return fef 2uch year, nod

24 "(B) doc net lii'e apart from his poue ot

25 nil time@ during the taxable year.
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1 .4d) Sooi.a SEOTJRITY BENEFIT. For purposes of

2 this section, the term 'social security benefit' means any

3 amount paid to the taxpayer by reason of entitlement to a

4 monthly benefit undcr title II of the Social Security Act.".

5 b) INFOItI1ATION REPORTING. Subchapter B of part

6 III of subchapter A of chapter 6-1 (relating to information

7 concerning transactions with othcr persons) is amended by

8 adding at the end thereof the following new section:

9 "SEC. 60MW. RETURNS RELATINC TQ SOCIAL SECURITY

10 BENEFITS.

11 (a) REQUIREMENT OF REPORTING. The Secretary of

12 Health and Human Services shall make a return, according

13 to the forms and rcguiations prescribed by the Sccrctary, set-

14 ting forth

15 !.44) the aggregate amount of social security bcnc

16 fits (within the meaning of section 86(d)) paid to any

17 individual during any calendar year, and

18 424 the name and address of the individual to

19 whom paid.

20 !4b) STATEMENTO To SB FUIINIOIIED P0 INDIflI)

21 UALO WITII REOPEOT P0 WIIOM INFORMATION +0 Pun

22 NIOIIED. Every person making a return under subsection

23 (a) shall furnish to each individual whose name is set forth in

24 such return a written statement showing
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1 443 he name ai4 addresG ef he pcron making

2 3uch return, ai4

3 1) he aggregate amount ef paymcnt2 e he in-

4 dividual ae Qhown ei 3uch return.

5 The written statement required under he preceding cntcncc

6 shall be furniGhed e he individual ei øf before January 4

7 ef he year following he calendar year fef which he return

8 under ubection ( wa made.".

9 ArruornIATIoNe * TuAeFBuc e TBUOT

10 PurDo. Section ø4 ef he Social Security Ae ie amended

11 by adding e he eid thereof he following *iew ubcction:

12 "(m)44 There ae appropriated, ei±t ef iy moneys in

13 he Treaoury iet otherwic appropriated, fef each fi3cal

14 year

15 "(A) e he Federal Old Age and Survivors Incur

16 ance Tru3t Fund a amount which bcar he amc

17 ratio e he increa@c in liability under chapter 4. ef

18 he Internal Revenue Code ef 1954 which ie attributa

19 Me e cction 86 ef 3uch Code and properly allocable

20 e puch fiscal year a

21 he amount which ie appropriated e

22 3uch tru3t fund under 3ubcction (a fe 3uch fiscal

23 year, bcar e
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1 !1(iiI the aggregate amounts appropriated

2 under subsections (a) etid (b) for such fiscal year,

3 and

4 GB) to the Federal Disability Insurance Trust

5 Fund an amount equal to the portion of the increase in

6 tax described in subparagraph (4) which is not appro

7 priated undcr subparagraph (4)7

8 -42(M The Secretary of the Treasury shall estimate for

9 fiscal year 1984 (and each year thereafter) the amount appro

10 priated under paragraph (4)7

11 -GB) On the basis of the estimate under subparagraph

12 (4)7 the Secretary of the Treasury shall not less than quarter

13 ly make transfers to the appropriate trust funds.

14 48)44) The Secretary of the Treasury shall make

15 proper adjustments in the amounts subsequently transferred

16 under paragraph (2 to the extent prior estimates differed

17 from the amounts required to be appropriated.

18 "(B) For purposes of this subsection, the final detcrmi

19 nation of the amount required to be transferred under this

20 subsection for any fiscal year shall be based on the final sta-

21 tistics of income which are

22 11(i) published under section 6408(e) of the Inter

23 nsA Revenue Code of 1954, and

24 4ii) properly allocable to such fiscal year.".

S 1 ItS



33

1 (4) EFFECTIVE DATE. The amendments made by this

2 section shall apply to benefits received after December 84-

3 1983, a4 attributable to periods after such date.

4 SEC. 303. ACCELERATION O INCREASE IN FICA TAXES; 19S4

5 EMPLOYEE FICA TAX CREDIT.

6 (&) ACCELERATION P INonr)AOE FICA TA.xno.

7 (4) TAX e EMPLOYEI3)O. Subsection (&) of eee-

8 ties 3101 (relating to rate of e employees fe old.-

9 age7 survivors, ad disability insurance) i amended by

10 striking ea.t paragraphs ()7 (6)7 ad () ad inserting iii

11 liei* thereof the following:

12 () with respect to wages received during the

13 calendar years 1982 ad 1983, the &te shall be 5.40

14 percent;

15 (6) with respect to wages received during the

16 calendar years 1984 through 1987, the &te shall be

17 5.70 percent;

18 -) with respect to wages received during the

19 calendar years 1988 ad 1989, the &te shall be 6.06

20 percent; ad

21 48) with respect to wages received after Decem

22 bef 84- 1989, the &te shall be 6.20 percent.".

23 (2) TAX N EMPLOYBne. Subsection (a) of eee-

24 tioii 3111 (relating to tIMe of tif* e employers fef old-

25 &ge survivors, e4 disability insuranec) ie amended by
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1 striking out paragraphs (5) through (.7-) oud inoriing in

2 lieu thereof the following:

3 i.45) with rcpcot o wagc paid during he calen

4 da ycar 1082 aud 1083, the tate shall be 5.40 pec-

5 cent;

6 46) with rcapcct o wagc paid during the calcn

7 da ycar 1984 through 1087, he tate shall be 5.70

8 percent;

9 •(74 with rcpcct o wages paid during the calcn

10 da ycar 1988 aud 1089, he tate shall be 6.06 pec-

11 cent; aud

12 48) with repeot o wagc paid after December

13 1989, he rate shall be 6.20 percent.".

14 (S) CoNron,1INo AMENDMENT ø RAILROAD B-

15 TIREMENT TAX ACT. Section 3231 (relating e dcfi

16 nition) in amended by adding at he ead thereof he

17 following aew 3ub@ection:

18 it(i) TAXEO IMPOOED SECTI0NO 3101(a) *N

19 3111(a). For purpoe of hio chapter, he ratc of im-

20 posed by eotions 3101(a) aud 3111(a) shall be determined

21 without regard e he amendmenth made by he Social Sccu

22 4#y Arnendmcnt of 1983.".

23 (.b) CREDIT Oi EMPLOYEE FICA TAXo ATTBIDUT

24 ADLE O ACCELERATION O THE INODEAOE fN TIlE RATE

25 eTAX.
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1 (44 IN oirnnAL. Subchapter B of chapter 6

2 (relating e• rules of pcoia1 application fef abatementn,

3 crcdit, afi4 refunds) io amended by inorting e the e4

4 thereof the following *ew rection:

5 "SEC. 64SO CREDIT CERTAIN 984 EMPLOYEE FICA

6 TAXES.

7 4ft ALLOWANCE OF CREDIT. There haJ1 be allowed

8 ao credit againot the to impocd by subtitle A fe o*iy

9 taxable year which begin3 in (en4 ends with of after) calendar

10 year 1984 em amount equal to the product of

11 444 .003, multiplied by

12 42) the amount of wages received by the taxpay

13 e during calendar year 1984 with rcpcct to which

14 "(A) em tem wee impo3ed by ootion 3101(em)

15 Of

16 "(B) em payment wee made under em agree-

17 mont under eetion 24-8 of the Social Security

18 Aet

19 CREDIT Pø BE REFUNDABLE. For purpoic of

20 thie title (other than subpart A of pemi4 P of ubehapter A of

21 chapter 4 ememd chapter 68) the credit allowed by ubeotion

22 (e shall be treated ae if it were allowed by section 84 ememd O4

23 tItle eetion.

24 4e) WACEQ DEFIN2. For purpoe of title cction,

25 the term 'wagc' hoe the meaning given to 3ueh term by
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1 pection 3121(e)7 except thet 3ueh term else includc2 remu

2 neration covered by ei agreement under section 24-8 of the

3 Social Security Aet

4 -44) COORDINATION WITh ADVANCE PAYMENTO

5 TINDER SECTIoN 3510.

6 -(44 RECONCILIATION e FAYMENTO ADVANCED

7 *NB OILEDIT ALLOWED. If ey payment made to

8 the taxpayer by employer under oection 3510

9 during 1984, then the ta* imposed by thie chapter fe

10 the taxable year to which ubeotion (a) applio2 3hall

11 be incrcaed by the aggregate amount of 2uch pay-

12 month.

13 1(2) EFFECT RECONCILIATION ON OThER

14 OILEDITO. Any inoreaae in ta* under paragraph (44

15 hal1 aet be treated a ta* impo2od by thie chapter fe

16 purpooe of determining the amount of ay credit

17 (other than the credit allowed by ubieetion (a)) allow-

18 ftble under thie riubpart.".

19 (2) CoNroInllNo AMENDMENT. The table of

20 3ectiono fei subchapter B of chapter 6 ie amended by

21 adding at the eed thereof the following new item:

-ee 6439 Crodit ec cortain 4984 omployoo I4CA taxo.".

22 (a) ADVANCE PAYMENT O Soo SECURITY

23 CREDIT.
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1 IN CIDNIDItAL. Chapter 2 (relating to goner

2 an provsions involving employment taxes) is amended

3 by adding at the eti4 thereof the following new section:

4 "SEC. 3510 ADVANCE PAYMENT oc 4084 FICA 'FAX CREDIT.

5 (a) IN GENERAL. Except as otherwise provided in

6 this section, every employer making payment of wages to an

7 employee shall, at the time of paying such wages, make an

8 additional payment to sueh employee equal to the product

9 of

10 M444 .003, multiplied by;

11 (2) the amount of ouch wages with respect to

12 whieh

13 "(A) a tax is imposed by section 3101(t4 fo

14 the payroll period, Of

15 "(B) a payment was made under an agree

16 mont under section 24-8 of the Soeial Security

17 Aot

18 1.4$ PAYMENTO Th Bn TREATED *9 PAYMENTO OP

19 FICA Tsxiirn.

20 M{44 EMPLOYEE PAYMENTO. For purposes of

21 this title, payments made by an employer under s'ab-

22 section (a to his employees fef any payroll period

23 "(A) shall not be treated as the payment of

24 compensation, and
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1 -444) shall he trcated ftS madc ett e amounts

2 rcguircd te he deducted fef the payroll period

3 under 3cction 3102 (relating te FICA employee

4 taxe3), ei4 es if the employer he4 peid te the

5 Secretary, e the 4&y ei which the wages ae

6 paid te the employee2, aa amount equal te such

7 payrncnt.

8 FAILUIID P MAK] ADVANOE PAYMENTO.

9 purpoe@ of thie title (including penaltic), failure

10 to make any advance payment under ubcction at

11 the time provided therefor hal1 he treated as the fail—

12 nie at such time to deduct and withhold under enb-

13 chapter A of chapter 24 an amount equal to the

14 amount of ueh advance payment.

15 -(e DDFIMior. For purpoen of this cction

16 {44 WAOEO. The term 'wages' has the meaning

17 given ueh term by oeetion 6430(e)7

18 !±2 EMPLOYBII. The term 'employer' inc1ude

19 any person treated as an employer under any agree

20 mont made pursuant te eetion 24-8 of the Social Secu

21 I4ty Apt.".

22 (2 CorronMINo AMENDMDNTO.

23 (M Section 6302 (relating te mode e time

24 of collection) is amended by adding at the end

25 thereof the following new ubrjocticn:

S 1 RS



39

1 11(e) Cuooo REFERENCE.

o* treatment of payment of FICA ta* credit advance
amount@ as payment of withholding and FICA taxeo, see
nection 3544(b).".

2 (B) The table of sections fef chapter 2.5 is

3 amended by adding at the end thereof the follow

4 ing new item:

ilSee 354-07 Advance payment of 4984 F4Q4 4o* credit.".

5 (4) EFFECTIVE DATE. The amendments made by this

6 section shall apply only with respect to remuneration ie

7 eeived paid, and taxable years beginning, after December

8 847 1983.

9 SEC 304 SELF EMPLOYMENT TAXES.

10 (a) INeREAOE fN RATE OF Ta. Subsection (a) of

11 section 1401 (relating to the old age, survivors, and disability

12 insurance ta* on self employment income) is amended by

13 striking oitt paragraphs (5)7 (6)7 and ç7) and inserting in lieu

14 thereof the following:

15 -45) in the ease of any taxable year beginning

16 after December B4- 1981, and before January 47 1984,

17 the tan shall be equal to 8.06 percent of the amount of

18 the self cmployment income fot such taxable year;

19 46) in the ease of any taxable year beginning

20 after December 847 1983, and before January 47 1988,

21 the ta* shall be equal to 11.40 percent of the amount

22 of the self employment income fot such taxable year;
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1 -74 in he ease of oiy taxable ye beginning

2 after December 84- 1987, ond before January 4- 1000,

3 he shall be cqual e 12.12 pcrccnt of he amount

4 of he self employment income fof such taxable year;

5

6 48 jo he ease of ooy taxable yea beginning

7 after December 8-1- 1989, he shall be equal e

8 12.40 percent of he amount of he self employment

9 income fof such taxable year.".

10 ALLOWANCE OF DEDUCTION ie O PEI1CENT F

11 TIlE SELF EMPLOYMENT T.

12 (4-) ALLOWANCE F DEDUCTION.

13 • (44 IN OENEIiAL. Part 14 of subchapter B

14 of chapter 4- (relating e additional itemized 4e-

15 ductions fof individuals) io amended by rcdcs

16 ignating section 2.2.8 &s section 2.24 ood by insert

17 iog after section 2.22 he following oew section:

18 "SEC. 22& DEDUCTION OR O PERCENT O SELF EMPLOY

19 MENT TAXES.

20 "There shall be allowed as a deduction fof he taxable

21 yea as amount equal e O percent of he as imposed by

22 section 1401(a) which is paid of accrued by he taxpayer

23 during such taxable year.".

24 (B) DEDUCTION ALLOWED fN COMPUTINO

25 ADJTJOTED 011000 INCOME. Section 62. (defining
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1 adju2tcd gro income) io amended by in3erting

2 after paragraph (-1-6) the following iiew paragraph:

3 "(17) SELF DMrLOYMBNT TAXBO. The dedue

4 tiet allowed by 3cotion 223.".

5 (-2) CCNi'OI1MINO .MBNDMENTB.

6 (4) Paragraph (4-) of 300tion 275(a) (relating

7 to dioallowancc of doduction fe certain taxc) i

8 amended

9 (i) by striking o±t "and" M the efid of

10 2ubparagraph (B)7

11 (i4trikingothepcriodMthee4
12 of oubparagraph (€) 4 iirncrting ii lien

13 thereof ft cmicolon 4 "and"; 4
14 (iii) by adding M the e4 thereof the fol-

15 lowing ew subparagraph:

16 "(D) the taxcG impo3cd by cction 1401 (fe-

17 lating to neif employment taxc) to the extent ft

18 deduction i& et allowed with rc3pcot to uoh

19 taxes under cction 223.".

20 (B) SubGcction (b) of section 1403 (relating

21 to cro@ refcrcncc) i amended by adding M the

22 ei4 thereof the following iiew paragraph:

23 .i(4) Fo proviiono relating to deductibility of

24 Gclf employment taxc, ee cction 22 ø4
25 275(a)(1)(D).".
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1 ( Subsection (fi4 of cction 1402 (defining

2 t1e earnings from self employmcrt) lo amended b

3 inserting "(other than he deduction allowed y

4 Gection 223)" after "trade e bu@iness" he ccond

5 place it appears.

6 (-P The table of ocction fe po V]4 of t*-

7 chapter of chapter • io amended b striking oi*1

8 he item relating to section 2 i4 inserting in

9 lieu thereof the following ew itcms:

2& Deduction fei percont of cIf employment oeo
-8ee 224 oee Roforencop.".

10 (e) EFFDCTIVB DATn. The amcnents made hy

11 section shall apply to taxable years beginning after December

12 -1- 1983.

13 s.gc g COVERACE O.F PAYMENTS UNDER SALARY REDUC

14 TION PLANS.

15 (a4 DEFImTI0N ØF WAOEQ.

16 (-1-) INTERNAL REVENUE CODE ØF 1054. Section

17 3121(a)(5)(A) (defining wages) io amended b inserting

18 o payment under o qualified eh o deferred a-

19 rangemont under section 401(k) e- after "unless such

20 payment".

21 (2 SOCIAL ODOURITY ACT. Section 209(c)(1) of

22 the Social Security Aet io amended b inserting 4o

23 payment under o qualified cash o deferred arrange
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1 mont under section 40 1(k) of he Internal Revenue

2 Code of 1954 after "unless such payment".

3 (b EFFEOTIVE DATE. The amendments made by tb-

4 section ( shall apply with respect e payments made after

5 December S1- 1983.

6 TITLE IV MISCELLANEOUS FINANCING

7 PROVISIONS

8 ALLOCATIONO ø DIOABILITY INOURANCE TIiUOT FUND

9 Si3o. 401. ( Section 201(b)(1) of he Social Security

10 Ae i amended by striking eti.t clauses (K) through M) d
11 inserting iii lieu thereof he following: -(K4 1.65 pe centum

12 of he wages &s e defined) pof4 after December 84-. 1981,

13 ud before January 47 1984, 4 e reported, GL) 0.50 pe

14 centum of he wages &s e defmed) pi4 after December 4
15 1983, 4 before January 47 1985, aud e reported, 1.00

16 pe contum of he wages &s e defined) paid after December

17 S47 1984, aud before January 47 1990, aud e reported, aud

18 N) 1.60 Of eentum of he wages as e defined) paid after

19 December 4- 1989, aad e reported,".

20 b) Section 201(b)(2) of such Aet ia amended by striking

21 out clauses (K) through (M) a4 inserting in lieu thereof the

22 following: "(K) 1.2375 Of centum of the amount of e1f-

23 employment income (as so defined) so reported fei aay

24 able year beginning after December 4-. 1981-, sod before

25 January 47 1984, (b) 0.50 Of eentum of the amount of se1f-

S 1 RS



44

1 employment income (&s e defined) e reported fo &y ft*-

2 ahle ycar beginning after December 84- 1983, &*d before

3 January 4- 1985, M) 1.00 Cf eentum of he amount of self-

4 employment income (&s e defined) e reported fof ftfy ft*-

5 able ycar beginning after December 84- 1984, a4 before

6 January 4- 1990, 4 1.60 Cf centum of he self em

7 ployment income (as so defined) so rcported fo asy taxable

8 year beginning after December &1- 1989,".

9 INTBRFUND BOILBOWINO EXTBNOION

10 Sno. 402. (a) Section 201(1)(1) of he Social Security

11 Ae is amended by striking ei*t "January 1983" aad insert

12 ing in lie'a thereof "January 1988".

13 b) Section 1817 of such Ae is amended by striking ei*t

14 subsection thereof.

15 OREDITINO AMOEJNTO OF UNNI])OOTIATED OIIUCKO P0

16 T]IIJOT FUNITh

17 Sno. 403. (a) The Secretary of he Treasury shall take

18 such actions as ay be necessary o ensure tha amounts of

19 cheeks fe benefits under itle II of he Social Security Ae

20 which have no been presented fe payment within a reason

21 able length of time (ao be exceed twelve months) after issu

22 anoc ae credited tce he Federal Old Age and Survivors 1n-

23 surance Trust Fund e he Federal Disability Insurance

24 Trust Fund, whichever niay be ch fwd from which ch

25 check was issued. Amounts of any such chock shall be Fe-
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1 charged e he fund from which they wore ioucd payont

2 i 3ubeguently made Ofi uoh chock.

3 b)(4) Ihe Secretary ef he Troaury @hall tran@fcr from

4 4he goneral fund ef 4he Treasury e 4ie Federal Old Ago d

5 Survivors Insurance Trust Fund rj*d e 4ie Federal Disabil

6 iy Insuranoc Trust Fund, a& appropriatc, such sums a&

7 be necessary e reimburse such Trust Funds in 4ie total

8 amounts ef all currently unnegotiated benefit checks. After

9 the amounts appropriated by thie subsection have been trans

10 ferrod to the Trust Funds, the provisions ef subsection a)

11 shall be applicable. There aie hereby appropriated into such

12 Trust Funds such sums a& fflft be necessary to reimburse

13 such Trust Funds fei the amount ef currently unnegotiatod

14 benefit checks. !4he fiot, such transfer shall be made within

15 thirty days after the date of the enactment of thi8 Aet with

16 respect to all such unnegotiated checks a& ef such date ef

17 enaotmct.

18 () Ae used in paragraph (4)7 the term "currently

19 gotiated benefit chocks" means the chocks issued under title

20 II of the Social Security Aet prior to the date of the enact

21 mont of thie Act, which remain unnegotiatod after the twelfth

22 month following the date Ofi which they were issued.
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1 TRANCFER P0 TRUOT FUNDO FOR BENEFITO

2 ATTRIBUTABLE P0 MILITARY OERVIOE BEFORE 1957

3 Sio. 404. (a) Section 217(g) of the Social Security 44

4 is amended to read as follows:

5 "Appropriation to Trust Funds

6 14g)414 Within thirty days after the date of the enact

7 mcnt of the Social Security Amendments of 1983, the Sccrc

8 tacy shall determine the amounts which ee the amounts esti-.

9 mated to be necessary to be transferred So each of the Fed

10 eal Old-Age and Survivors Insurance Trust Fund, the Fed

11 eel Disability Insurance Trust Fund, and the Federal Hospi

12 tel Insurance Trust Fund on such date of enactment so that

13 each such Trust Fund will be in the same position at the

14 close of September thirty, 2015 as each such Trust Fund

15 would otherwise be in at the close of September thirty, 2015

16 if section 21-0 of this 44 as in effect prior to the Social

17 Sy 44 Amendments of 1950, and this section, had not been

18 enacted (lcs any amounts previously transferred under the

19 provisions of this subsection as in effect prior to the dote of

20 the enactment of the Social Security Amcndmcnto of 1983).

21 The cate of interest to be used in initially determining such

22 amount shall be the cate determined under section 201(f) fef

23 public debt obligations which were o could have been issued

24 fef purchase by such Trust Funds on the dote of the enact

25 mcnt of the Social Security Amendments of 1983, and the
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1 assumptions with respect to future increases in wage and

2 price levels shall be consistent with such ftate of interest. The

3 Secretary of the Treasury shall transfer the amounts deter

4 eined under this paragraph So such Trust Funds from the

5 general fund in the Treasury within thirty days after the date

6 of the enactment of the Social Security Amendments of

7 1988. There ate hereby appropriated into such Trust Funds

8 sums equal to the amounts to be transferred in aeeordanee

9 with this paragraph So such Trust Funds.

10 !i42) The Secretary shall revise the amount determined

11 under paragraph (-14 within one year after the date of the

12 transfer made under paragraph (44 and every fiie years

13 thereafter, as warranted by data which tony become available

14 to him after the date of the transfer under paragraph (-14

15 based upon actual benefits paid under this title and title

16 XVIII. Any amounts determined to be needed fec transfer

17 shall be transferred annually by the Secretary of the Treas

18 wy So the appropriate Trust Fund from the general fund in

19 the Treasury, oc out of the appropriate Trust Fund So the
20 general fund in the Treasury, as may be appropriate. There

21 Sf0 authorized to be appropriated to such Trust Funds sums

22 equal to the amounts to be transferred in accordance with

23 this paragraph So such Trust Funds.".
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1 PAYMENTO P0 TILUOT FTJND OP AMOUNT@ EQUIVALENT

2 P0 TAXBB ON OEIIVIOI3) iN PITh UNIFORMED eERVIOEQ

3 PERFORMED AFTER 1056

4 Siio 40& (& SectionS 229(b) of the Social Security Aet

5 in amended to read ftS follow2:

6 !4b There a7te authorized to be appropriated to the Fed

7 ecal Old Ago d Survivor@ Inuranoo Trust Fun& the Fed

8 ecal Dioability Tirnuranoc Trust Fund, and the Federal Ho3pi

9 tal Insurance Trust Fun& fec each fiscal year, amounts equal

10 to the additional amounts which would be appropriated into

11 each such Trust Fund fec such fiscal year under sections O•1

12 d 1817 of thin Aet if the amounts of the additional wages

13 deemod to have been paid by reason of ubsoction (& oonsti

14 tuted remuneration fec employment (a& defined in section

15 3121(b) of the Internal Revenue Code of 1054) fec purposes

16 of the taxes imposed by sections 8-101 and 8111 of the Inter

17 al Revenue Code of lOSt".

18 (b The amendment made by subsection (a shall be of-

19 fective with respect to wages deemed to have been paid fec

20 calendar years after 1082.

21 (o)(1) Within thirty days after the date of the enactmout

22 of thin Aet the Secretary of Health and Human Services

23 shall determine the amounts equal to the additional amounts

24 which would have been appropriatod into the Fedora! Old—

25 Age and Survivors Insurance Trust Fun& the Federal Pis-
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1 ability Insurance Trust Fund, and the Federal Hospital Is-

2 surancc Trust Fund under sections 204 and 1817 of the

3 Social Security Ae4 if the additional wages dcçmcd to have

4 been paid under section 229(a) of the Social Security Aet

5 prior to 1983 had constituted rcmancration fef employment

6 (as defined in section 3121(b) of the Internal Revenue Code

7 of 1954) fji purposes of the taxes imposed by sections 3101

8 and 3111 of the Internal Revenue Code of 1954, and the

9 amount of interest which would have been earned on such

10 amounts if they had been so appropriated.

11 (2)(A) The Secretary of the Treasury shall, within thirty

12 days after the date of the enactment of this Act1 transfer into

13 each such Trust Fund, from the general fund in the Treasury,

14 an amount equal to the amount determined with respect to

15 such Trust Fund under paragraph 1-)7 less any amount ap—

16 propriated icrto such Trust Fund under the provisions of see-

17 ties 229(b) of the Social Security Aet prior to the date of the

18 determination made under paragraph (4) with respect to

19 wages deemed to have been paid fo calendar years prior to

20 1383. Therc ae hereby appropriated into such Trust Funds

21 sums equal to the amounts to be transferred in accordance

22 with this subparagraph into such Trust Funds.

23 (B) The Secretary shall revise the amount determined

24 under subparagraph (A) within one year after the date of the

25 transfer made under paragraph (4)7 as warranted by data
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1 which ay become available hi after the dMe the

2 transfer undcr subparagraph (-A based upon actual benefits

3 pi4 under hi title &n4 title X'V]IIII. Ay amounts deter

4 mined e be needed fet transfer shall be transferred by the

5 Secretary ef the Treasury ite the appropriate Trust Fund

6 from the general fw4 i the Treasury, e ei ef the appropri

7 ee Trust Fund ie the general fund the Treasury, &

8 be appropriate. Thee ae authorized e be appropriated e

9 such Trust Funds sums equal e the amounts e be trans

10 fcrred ifi accordance with thie subparagraph iete such Trust

11 Funds.

12 TflUOT FUND INVIM3TMBNT PIiOOBDUIU3

13 Sno. 406. Section GI. ef the Social Security Ae ie

14 amended by striking ei subsections 44T (e) e4 ( e4 ie-

15 serting i I4ei± thereof the following ew subsections:

16 14 There ae hereby created e the books ef the

17 Treasury ef the LTnitcd Statcs account e be known & the

18 Old Age d Survivors Insurance Depositary Account atd

19 account e be known & the Disability Insurance Dcposi

20 ay Account.

21 4e The Managing Trustee shall deposit thM portion ef

22 the Federal Old Age atd Survivors Insurance Trust Fund

23 iet, required te meet current withdrawals from such Trust

24 Fund ie the Old Age ati4 Survivors Insurance Depositary
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1 Account 4 portion of he Federal Disability Insurance

2 Trust Fund required o mcct current withdrawals from

3 such Trust Fund in he Disability Insurance Depositary Ae-

4 count.

5 "((1) he Secretary of he Treasury ay apply moneys

6 doposited in a account pursuant o subsection in a*y way

7 in which he i authorized by law o apply moneys in he

8 general fund of he Treasury.

9 "(2)(A) Moneys deposited in a account pursuant o &±b-

10 section shall he treated a indebtethcss of he United

11 States fe purposes of section 1305(2) of title S4 United

12 States Code, at4 shall earn interest, payable monthly, in a
13 amount equal o he product obtained by multiplying he

14 average balance of moneys in he account fe such month by

15 he average market yield (computed by he Managing

16 Trustee e he basis of market quotations a of he e4 of
17 each day of he previous month) e d4 marketable interest-

18 bearing obligations of he United States then forming a

19 of he public d.e.h which a*e no dae o* callable until after he

20 expiration of few years from he e4 of such previous month,

21 except ha.t 'flower bonds' shall no he included in such corn

22 putation.

23 "(B) purposes of hi paragraph, he term 'flower

24 bond' means a United States Treasury bond which wa
25 issued before March 4 1971 at4 which may, &t he option of
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1 he 44y conntituted rcprcscntative ef 4e estate ef & de-

2 ceased individual, be redeemed e pei (face) value, pliie ae-

3 crued intcrcst e he date ef paymcnt, if—

4 (i it wa owned by such deceased individual at

5 the time ef his dcath,

6 ii4 it is pstt ef the estate ef such deceased mdi

7 vidual, aid

8 "(iii) such rcprcscntatives authorize the Secretary

9 ef the Treasury te apply the entire proceeds ef the e-

10 demption Sf such bond te the payment ef Federal

11 estate taxes.

12 The Managing Trustee aay withdraw moneys de-

13 posited in a account pursuant te subsection whenever he

14 determines th&t such moneys aie necessary te meet current

15 withdrawals from the Trust Fund which deposited such

16 noneys, aid the Secretary ef the Treasury aay sel4

17 tions ef the United States in the market in a amount tiet te

18 exceed the amount ef such withdrawal if he determines that

19 such withdrawal necessitates a* increase in the general Iwid

20 ef the Treasury by a amount tiet exceeding such amount.".

21 Section 1817 ef such Aet is amended by striking set

22 subsections 5)7 4) aid aid inserting in liei± thereof the

23 following sew subsections:
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1 4e) There ie hereby created Ofi the booko of the Treao

2 uy of the United Statc3 oi account to be known ee the 1103

3 pital In3urancc Dopooitary Account.

4 -44) r1he Managing Truotee ohall depooit thot portion of

5 the Federal Hoopital Inourance Truot Fund tot required to

6 meet current withdrawalo from ouch Truot Fund in the Hoo

7 pita! Inouranco Dcpooitary Account.

8 4e)(-14 The Secretary of the Treaoury ififly apply

9 monoyo depooited in the account purouant to ouboection (4) in

10 y in which he ie authorized by 1&w to apply moneyo in

11 the general fund of the Treaoury.

12 (2)(A) Moncyo depooited in the account purouant to

13 ouboection (4) ohall be treated ee indcbtedneoo of the United

14 Statco fef prpooeo of oeptiofl 1305(a) of title 847 United

15 Stateo Code, a4 ohall earn intercot, payable monthly, in oi

16 amount equal to the product obtained by multiplying the

17 average balance of moncyo in the account 4e ouch month by

18 the average market yield (computed by the Managing

19 ee oi the baoio of market quotationo ee of the eftd of each doy

20 of the proviouo month) oi a14 marketable intereot bearing oh-

21 ligationo of the United Statco then forming pot4 of the

22 public debt which oe et 4e e callable until after the oxpi

23 ration of fe*f ycaro from the en4 of ouch prcviouo month,

24 except that 'flower bondo' ohall net be included in ouch corn

25
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1 "(B) Fec purposes of this paragraph, the term 'flower

2 bond' means a United States Treasury bond which was

3 issued before March 47 1971, and which may, at the option of

4 the 4al constituted representatives of the estate of a de-

5 ceased individual, be redeemed at par (face) value, pltte ae-

6 erued interest to the date of payment, if—

7 4i) it was owned by such deceased individual at

S the time of his death,

9 4ii1 it is part of the estate of such deceased mdi

10 vidual, and

11 "(iii) such representatives authorize the Secretary

12 of the Treasury to apply the entire proceeds of the re-

13 demption of such bond to the payment of Federal

14 estate taxes.

15 4S) The Managing Trustee aay withdraw moneys de-

16 posited is the account pursuant to subsection (d whenever he

17 determines that such moneys are necessary to meet current

18 withdrawals from the Trust Fund, aad the Secretary of the

19 Treasury aay sell obligations of the United States is the

20 market is au amount net to exceed the amount of such with

21 drawal if he determines that such withdrawal necessitates an

22 increase is the general fund of the Treasury by an amount

23 net exceeding such amount.".
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1 Section 1841 of ueh Aet is amended b striking otit

2 ubection (e) 444. o e) o inserting in liet thereof the

3 following ew 3ubection3:

4 4e There is hereby etab1ihed e the book@ of the

5 Treasury a account to be known os the Supplementary

6 Modical Insurance Depooitary Account.

7 -(d The Managing Trustee 2hall deposit thfrt portion of

8 the Federal Supplementary Medical Inuranco Truot Fund

9 tet required to moot current withdrawals from ueh Truot

10 Fund in the Supplementary Medical Inmirance Depositary

11 Account.

12 (e14 Phe Secretary of the Treasury ioy apply

13 moncy depooited in the account purouant to 2ubection in

14 oy way in which he is authorized by law to apply moneys in

15 the general fund of the Trea3ury.

16 12)(A) MoneyG depo3ited in the account pur3uant to

17 ubricction shall be treated as indcbtdnc of the United

18 States fete purpoen of section 1305 of title 47 United

19 States Code, ao4 @hall earn intcre@t, payable monthly, in aa

20 amount equal to the product obtained by multiplying the

21 average balance of moneys in the account fete such month by

22 the average market yield (computed by the Managing

23 ee ea the bai of market quotations as of the en4 of each day

24 of the previous month) ea a14 marketable interest bearing oh-.

25 1igation of the United States then forming a paft of the
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1 public debt which ae tot 4ue Of callable until after the expi

2 ration of fou.r years from the eod of such previous month,

3 except that 'flower bonds' shall not be included in such com

4 putation.
3

5 "(B) Of purposes of this paragraph, the term 'flower

6 bond' means a United States Treasury bond which was

7 issued before March 4 1971, and which may, at the option of

8 the duly constituted representatives of the estate of a de—

9 ceased individual, be redeemed at ftf (face) value, plus ae-

10 erued interest to the date of payment, if—

11 4i) it was owned by such deceased individual at

12 the time of his death,

13 4iiI it is pact of the estate of such deceased mdi

14 vidual, and

15 "(iii) such representatives authorize the Secretary

16 of the Treasury to apply the entire proceeds of the ce-

17 demption of such bond to the payment of Federal

18 estate taxes.

19 4SI The Managing Trustee may withdraw moneys do—

20 posited in the account pursuant to subsection (4) whenever he

21 determines that such moneys ace necessary to meet current

22 withdrawals from the Trust Fund, and the Secretary of the

23 Treasury may sell obligations of the United States in the

24 market in an amount not to exceed the amount of such with

25 drawal if he determines that such withdrawal necessitates an
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1 inoreac in the gcncral fund of the Troaury by e amount

2 ie cxoceding such amount.".

3 4)414 Net later than thirty days after the date of enact

4 mont of thie Aet, the Secretary of the Treasury ohall redeem

5 et pa el4 outstanding obligations of the United State iauod

6 under the Second Liberty Bond Aet cxo1uivoly fef purehaoe

7 by the Federal Old Ago Insurance Truot Fund, the Federal

8 Dioability Inouranco Truot Fund, the Federal Hoopital Inour

9 anoc Truot Fund, ed the Federal Supplementary Medical

10 Inourance Truot Fund (hereinafter in thie oubocotion referred

11 te&sthe "TruotFund").

12 4A Ihe Managing Tru3tee may sell ay marketable

13 obligation of the United Statc3 held by the Truot Fundo at

14 market price at ay time ead ohall sell (-eq redeem) all

15 "flower bondo" held by the Truot Fundo at market price

16 within thirty dayo of the date of enactment of this Aet

17 B) Fof purpooeo of this paragraph, the term "flower

18 bond" mcano a United Statoo Troaoury bond which was

19 iooued before March 4 1971, asd which may, at the option of

20 the du4y conotitutcd rcpreoentativeo of the eotate of a de-

21 ccaocd individual, be redeemed at pa (face) value, phH ae-

22 orued intcre2t to the date of payment, if—

23 QI) it was owned by such deeeaoed individual at

24 the time of his death,
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1 (ii) it io pac•t of the estate of such deccased mdi

2 vidual, aad

3 (iii) such representatives authorize the Secretary

4 of the Treasury to apply the entire proceeds of the ce-

5 dcmption of such bond to the payment of Federal

6 estate taxes.

7 (84 The proceeds from the redemption aad sale of obliga

8 tions of the United States pursuant to paragraphs (-14 sad (24

9 shall be paid to the Trust Fund selling Of redeeming such

10 obligations sad that portion of such proceeds which io not

11 required to meet current withdrawals from such Trust Fund

12 shall be deposited itt the account established with respect to

13 such Trust Fund by subsection (ah (W ac (a) of this As7

14 (a) The amendments made by this As shall take effect

15 ott the first day of the month following the date of enactment

16 ofthisAet7

17 ADDITION OF PUBLIC MUMBEILO P0 TIIUOT FUND BOABDO

18 OF TIIUOTEEO

19 SEe. 407. (a) Sections 2014e)7 1817(b)7 and 1S41(b) of

20 the Social Sceurity Aet ace each amended by striking ost the

21 period at the end of the first sentence and inserting in liea

22 thereof a comma sad "and of two members of the public

23 (both of whom may not be from the same political party),

24 who shall be nominated by the President S a term of foi±c

25 years and subject to confirmation by the Senate.".
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(b The amcndmont made by ouboction ( haI1

2 bcoomc offootive e he 4&e of enactment of 1I Act.

3 SHORT TITLE

4 SECTION 1. This Act, with the following table of con-

5 tents, may be cited as the "Social Security Amendments of

6 1983".

TABLE OF CONTENTS

Sec. 1. Short title.

TiTLE i—SOCiAL SECURiTY

Part A—Changes in Coverage

Sec. 101. Coverage of newly hired Federal employees.
Sec. 102. Coverage of employees of nonprofit organizations.
Sec. 103. Duration of agreement for coverage of State and local employees.
Sec. 104. Exclusion of services performed by members of certain religious sects.

PART B—CHANGES IN BENEFITS

Sec. 111. Shift of cost-of-living adjustments to calendar year basis.
Sec. 112. Elimination of windfall benefits for persons with pensions from no'ncov-

ered employment.

Sec. 113. Benefits for di.vorced or disabled widow or widower who remarries.
Sec. 114. Change in indexing for deferred survivor benefits.
Sec. 115. Benefits for divorced spouse regardless of whether former spouse has re-

tired.

Sec. 116. increase in benefit amount for disabled widows and widowers.
Sec. 117. Adjustment to cost-of-living increase when trust fund ratio falls below 20

percent.
Sec. 118. increase in old-age insurance benefit amounts on account of delayed re-

tirement.
Sec. 119. increase in retirement age.
Sec. 120. Adjustments to OASD1 benefit formula.
Sec. 121. Phaseout of earnings limitation for beneficiaries who have attained re-

tirement age.
Sec. 122. increase in dropout years for time spent in child care.
Sec. 123. Limitation on payments to prisoners.
Sec. 124. Limitations on payments to nonresident aliens.
Sec. 125. Reduction of cost-of-living increase if trust funds ratio is below 20 per-

cent and declining.

PART C—REVENUE PROVISIONS

Sec. 131. Taxation of Social Security and tier 1 railroad retirement benefits.
Sec. 132. Acceleration of increases in FiCA taxes; 1984 employee tax credit.
Sec. 133. Taxes on self-employment income; credit against such taxes.
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PART D—MISCELLANEO US FINANCING PRO VISIONS

Sec. 141. Allocation to Disability Insurance Trust Fund.
Sec. 142. Interfund borrowing extension.
Sec. 143. Crediting amounts of unnegotiated checks to trust funds.
Sec. 144. Transfer to trust funds for costs of benefits attributable to military serv-

ice before 1957.
Sec. 145. Payment to trust funds of amounts equivalent to taxes on service in the

uniformed services performed after 1956.
Sec. 146. Trust fund investment procedure.
Sec. 147. Addition of public members to trust fund board of trustees.
Sec. 148. Payment schedule by State and local governments.
Sec. 149. Normalized crediting of social security taxes to trust funds.
Sec. 150. Amounts received under certain deferred compensation and salary reduc-

tion arrangements treated as wages for FICA taxes.
Sec. 151. Codification of Rowan decision with respect to meals and lodging.
Sec. 152. Treatment of contributions under simplified employee pensions.

TITLE Il—S UPPLEMENTAL SECURITY INCOME

Sec. 201. Increase in benefit standard.
Sec. 202. Adjustments in Federal SSI pass-through provisions.
Sec. 203. Notification with respect to SSI program.

TITLE Ill—MEDICARE

Sec. 301. Medicare payments for inpatient hospital services on the basis of prospec-
tive rates.

Sec. 302. Conforming amendments.
Sec. 303. Reports, experiments, and demonstration projects.
Sec. 304. Effective dates.
Sec. 305. Delay in provision relating to hospital-based skilled nursing facilities.
Sec. 306. Shift in part B premium to coincide with cost-of-living increase.
Sec. 307. Shift in voluntary part A premium to coincide with cost-of-living in-

crease.

TITLE I V—UNEMPLOYMENT COMPENSATION

PART A—FEDERAL SUPPLEMENTAL COMPENSATION

Sec. 401. Extension of pro9ram.
Sec. 402. Number of weeks for which compensation payable.
Sec. 403. Effective date.

PART B—PROVISIONS RELATING TO INTEREST AND CREDIT REDUCTIONS

Sec. 411. Deferral of interest.
Sec. 412. Cap on credit reduction.
Sec. 413. Average employer contribution rate.
Sec. 414. Date for payment of interest.
Sec. 415. Recoupment of interest.

PART C—MISCELLANEOUS PROVISIONS

Sec. 421. Treatment of employees providing services to educational institutions.
Sec. 422. Extended benefits for individuals who are hospitalized or on jury duty.
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1 TITLE I—SOCIAL SECURITY

2 PART A—CHANGES IN COVERAGE

3 COVERAGE OF NEWLY HIRED FEDERAL EMPLOYEES

4 SEC. 101. (a)(1) Section 210(a) of the Social Security

5 Act is amended by striking out paragraphs (5) and (6) and

6 inserting in lieu thereof the following:

7 "(5) Service performed in the employ of the

8 United States or any instrumentality of the United

9 States, if such service—

10 "(A) would not be included in the term 'em-

11 ployment' for purposes of this subsection by

12 reason of the provisions of paragraph (5) or (6) of

13 this subsection as in effect on January 1, 1983,

14 and

15 "(B) is performed by an individual who has

16 been continuously in the employ of the United

17 States or an instrumentality thereof (including,

18 solely for puiposes of this paragraph, the receipt

19 of benefits under the Civil Service Retirement

20 and Disability Fund, or any other benefits (based

21 upon service as an employee) under another re-

22 tirement system established by a law of the

23 United States for employees of the Federal Gov-

24 ernment or members of the Uniformed Services as

25 being 'in the employ' of the United States) since
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1 December 31, 1983 (and for this purpose an mdi-

2 vidual who returns to the performance of such

3 service after a separation from such service shall

4 nevertheless be considered upon such return as

5 having been continuously in the employ of the

6 United States or an instrumentality thereof, re-

7 gardless of whether the period of such separation

8 began before, on, or after December 31, 1983, if

9 the period of such separation does not exceed 365

10 days);

11 except that this paragraph shall not apply with respect

12 to—

13 "(i) service performed as the President or

14 Vice President of the United States,

15 "(ii) service performed as a Member, Dele-

16 gate, or Resident Commissioner of or to the Con-

17 gress,

18 "(iii) service performed as the Commissioner

19 of Social Security, or

20 "(iv) any other service in the legislative

21 branch of the Federal Government if such service

22 is performed by an individual who, on December

23 31, 1983, is not subject to subchapter 111 of chap-

24 ter 83 of title 5, United States Code.

S 1 RS



63

1 "(6) Service performed in the employ of the

2 United States or any instrumentality of the United

3 States if such service is per formed—

4 "(A) in a penal institution of the United

5 States by an inmate thereof,

6 "(B) by any individual as an employee in-

7 cluded under section 5351(2) of title 5, United

8 States Code (relating to certain interns, student

9 nurses, and other student employees of hospitals of

10 the Federal Government), other than as a medical

11 or dental intern or a medical or dental resident in

12 training; or

13 "(C) by any individual as an employee serv-

14 ing on a temporary basis in case of fire, storm,

15 earthquake, flood, or other similar emergency; ".

16 (2) Section 2lO(p) of such Act is amended by striking

17 out "provisions of—" and all that follows and inserting in

18 lieu thereof "provisions of subsection (a)(5). ".

19 (b)(1) Section 3121(b) of the internal Revenue Code of

20 1954 is amended by striking out paragraphs (5) and (6) and

21 inserting in lieu thereof the following:

22 "(5) service performed in the employ of the

23 United States or any instrumentality of the United

24 States, if such service—
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1 "(A) would not be included in the term 'em-

2 ployment' for puiposes of this subsection by

3 reason of the provisions of paragraph (5) or (6) of

4 this subsection as in effect on January 1, 1983,

.5 and

6 "(B) is performed by an individual who has

7 been continuously in the employ of the United

8 States or an instrumentality thereof (including,

9 solely for puiposes of this paragraph, the receipt

10 of benefits under the Civil Service Retirement

11 and Disability Fund, or any other benefits (based

12 upon service as an employee) under another re-

13 tirement system established by a law of the

14 United States for employees of the Federal Gov-

15 ernment or members of the Uniformed Services as

16 being 'in the employ' of the United States) since

17 December 31, 1983 (and for this puipose an mdi-

18 vidual who returns to the performance of such

19 service after a separation from such service shall

20 nevertheless be considered upon such return as

21 having been continuously in the employ of the

22 United States or an instrumentality thereof, re-

23 gardless of whether the period of such separation

24 began before, on, or after December 31, 1983, if
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1 the period of such separation does not exceed 365

2 days),

3 except that this paragraph shall not apply with respect

4 to—

5 "(i) service performed as the President or

6 Vice President of the United States,

7 "(ii) service performed as a Member, Dele-

8 gate, or Resident Commissioner of or to the Con-

9 gress,

10 "(iii) service performed as the Commissioner

11 of Social Security, or

12 "(iv) any other service in the legislative

13 branch of the Federal Government if such service

14 is performed by an individual who, on December

15 31, 1983, is not subject to subchapter Hi of chap-

16 ter 83 of title 5, United States Code,

17 "(6) service performed in the employ of the

18 United States or any instrumentality of the United

19 States if such service is performed—

20 "(A) in a penal institution of the United

21 States by an inmate thereof;

22 "(B) by any individual as an employee in-

23 cluded under section 5351(2) of title 5, United

24 States Code (relating to certain interns, student

25 nurses, and other student employees of hospitals of
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1 the Federal Government), other than as a medical

2 or dental intern or a medical or dental resident in

3 training; or

4 "(C) by any individual as an employee serv-

5 ing on a temporary basis in case of fire, storm,

6 earthquake, flood, or other similar emergency;".

7 (2) Section 3121(u) (1) of such Code is amended to read

8 as follows:

9 "(1) IN GENERAL.—For puiposes of the taxes

10 imposed by sections 3101(b) and 3111(b), subsection

11 (h) shall be applied without regard to paragraph (5)

12 thereof.".

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

14 tive with respect to remuneration paid after December 31,

15 1983.

16 (d) Nothing in this Act shall reduce the accrued entitle-

17 ments to future benefits under the Federal Retirement

18 System of current and retired Federal employees and their

19 families.

20 COVERAGE OF EMPLOYEES OF NONPROFIT

21 ORGANIZATIONS

22 SEC. 102. (a) Section 210(a) (8) of the Social Security

23 Act is amended by striking out subparagraph (B) thereof and

24 by striking out "(A)" after "(8) ".
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1 (b)(1) Section 3121 (b) (8) of the Internal Revenue Code

2 of 1954 is amended by stri king out subparagraph (B) thereof

3 and by striking out "(A)" after "(8) ".

4 (2) Subsection (k) of section 3121 of such Code is re-

5 pealed.

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

7 tive with respect to remuneration paid after December 31,

8 1983.

9 (d) Notwithstanding any provision of section 3121(k) of

10 the Internal Revenue Code of 1954 (or any other provision of

11 law) the period for which a certificate is in effect under such

12 section may not be terminated on or after the date of the

13 enactment of this Act.

14 DURATION OF AGREEMENT FOR COVERAGE OF STATE AND

15 LOCAL EMPLOYEES

16 SEC. 103. (a) Subsection (g) of section 218 of the

17 Social Security Act is amended to read as follows:

18 "Duration of Agreement

19 "(g) No agreement under this section may be terininat-

20 ed, in its entirety or with respect to any coverage group, on or

21 after the date of the enactment of the Social Security A mend-

22 ments of 1983. ".

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

24 to any agreement in effect under section 218 of the Social

25 Security Act on the date of the enactment of this Act, without
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1 regard to whether a notice of termination was in effect on

2 such date, and to any agreement or modification thereof

3 which may become effective under such section 218 after that

4 date.

5 EXCLUSION OF SERVICES PERFORMED BY MEMBERS OF

6 CERTAIN RELIGIOUS SECTS

7 SEC. 104. (a) Section 3121 of the Internal Revenue

8 Code of 1954 is amended by adding at the end thereof the

9 following new subsection:

10 "(v) MEMBERS OF CERTAIN RELIGIOUS FAITHS.—

11 "(1) EXEMPTION.—L4ny individual may file an

12 application (in such form and manner, and with such

13 official, as may be prescribed by regulations under this

14 chapter) for an exemption from the tax imposed by this

15 chapter with respect to wages paid to such individual

16 by an employer who is exempt from the tax imposed

17 under section 1401 by reason of an exemption granted

18 under section 1402(g), if such individual is a member

19 of a recognized religious sect or division thereof and is

20 an adherent of established tenets or teachings of such

21 sect or division by reason of which he is conscientious-

22 ly opposed to acceptance of the benefits of any private

23 or public insurance which makes payments in the

24 event of death, disability, old-age, or retirement or

25 makes payments toward the cost of, or provides services
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1 for, medical care (including the benefits of any insur-

2 ance system established by the Social Security Act).

3 Such exemption may be granted only if the application

4 contains or is accompanied by—

5 "(A) such evidence of such individual's

6 membership in, and adherence to the tenets or

7 teachinçis of the sect or division thereof as the

8 Secretary may require for purposes of detemnin-

9 ing such individual compliance with the preced-

10 ing sentence, and

11 "(B) his waiver of all benefits and other

12 payments under titles II and XVIII of the Social

13 Security Act on the basis of his wages and self-

14 employment income as well as all such benefits

15 and other payments to him on the basis of the

16 wages and self-employment income of any other

17 person,

18 and only if the Secretary of Health and Human Serv-

19 ices finds that—

20 "(i) such sect or division thereof has the es-

21 tablished tenets or teachings referred to in the pre-

22 ceding sentence,

23 "(ii) it is the practice, and has been for a

24 period of time which he deems to be substantial,

25 for members of such sect or division thereof to
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1 make provision for their dependent members

2 which in his judgment is reasonable in view of

3 their general level of living, and

4 "(iii) such sect or division thereof has been

5 in existence at all times since December 31,

6 1950.

7 An exemption may not be granted to any individual if

8 any benefit or other payment referred to in subpara-

9 graph (B) became payable (or, but for section 203 or

10 222(b) of the Social Security Act, would have become

11 payable) at or before the time of the filing of such

12 waiver.

13 "(2) PERIOD FOR WHICH EXEMPTION EFFEC-

14 TIVE.—An exemption granted to any individual puT-

15 suant to this subsection shall apply with respect to all

16 taxable years beginning after December 31, 1983,

17 except that such exemption shall not apply for any cal-

18 endar year—

19 "(A) beginning (i) before the calendar year

20 in which such individual first met the require-

21 ments of the first sentence of paragraph (1), or

22 (ii) before the time as of which the Secretary of

23 Health and Human Services finds that the sect or

24 division thereof of which such individual is a
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1 member met the requirements of clauses (i) and

(ii) of paragraph (1), or

3 "(B) ending (i) after the time such individu-

4 al ceases to meet the requirements of the first sen-

5 tence of paragraph (1), or ('ii,) after the time as of

6 which the Secretary of Health and Human Serv-

7 ices finds that the sect or division thereof of which

8 he is a member ceases to meet the requirements of

9 clauses (i) and (ii) of paragraph (1,). ".

10 (b) Section 210(a) of the Social Security Act is amend-

11 ed—

12 (1) by striking out "or" at the end of paragraph

13 (19);

14 (2) by striking out the period at the end of para-

15 graph (20) and inserting in lieu thereof "; or"; and

16 (3) by adding at the end thereof the following new

17 paragraph:

18 "(21) Service performed, in the employ of an em-

19 ployer who is exempt from the tax imposed under sec-

20 tion 1401 of the Internal Revenue Code of 1954 by

21 reason of an exemption granted under section 1402(g)

22 of such Code, by an individual with respect to whom

23 an exemption has been granted (and is applicable)

24 under section 3121(v) of such Code. ".
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1 (c) Section 3121(b) of the internal Revenue Code of

2 1954 is amended—

3 (1) by striking out "or" at the end of paragraph

4 (19);

5 (2) by striking out the period at the end of para-

6 graph (20) and inserting in lieu thereof "; or"; and

7 (3) by adding at the end thereof the following new

8 paragraph:

9 "(21) service performed, in the employ of an em-

10 ployer who is exempt from the tax imposed under sec-

11 tion 1401 by reason of an exemption granted under

12 section 1402(g), by an individual with respect to whom

13 an exemption has been granted (and is applicable)

14 under subsection (v) of this section. ".

15 (d) Section 202(v) of the Social Security Act is amend-

16 ed by inserting "or 3121(v)" after "1402(g)" each place it

17 appears.

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

19 with respect to remuneration paid after December 31, 1983.

20 PART B—CHANGES IN BENEFITS

21 SHIFT OF COST-OF-LIVING ADJUSTMENTS TO CALENDAR

22 YEAR BASIS

23 SEC. 111. (a)(1) Section of the Social

24 Security Act is amended by striking out "June" and insert-

25 ing in lieu thereof "December".
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1 (2) Section 215(i) (2) (A)(iii) of such Act is amended by

2 striking out "May" and inserting in lieu thereof "Novem-

3 ber".

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

5 striking out "May" each place it appears and inserting in

6 lieu thereof in each instance "November".

7 (4) Section 203(f)(8)(A) of such Act is amended by

8 striking out "June" and inserting in lieu thereof "Decem-
( Ioer

10 (5) Section 230(a) of such Act is amended by striking

11 out "June" and inserting in lieu thereof "December".

12 (6) Section 215(i) (2) of such Act as in effect in Decem-

13 ber 1978, and as applied in certain cases under the provi-

14 sions of such Act as in effect after December 1978, is amend-

15 ed by striking out "June" in subparagraph (A)(ii) and in-

16 serting in lieu thereof "December", and by striking out

17 "May" each place it appears in subparagraph (B) and in-

18 serting in lieu thereof in each instance "November".

19 (7) Section 202(m) of such Act (as it applies in certain

20 cases by reason of section 2 of Public Law 9 7—123) is

21 amended by striking out "May" and inserting in lieu thereof

22 "November".

23 (8) The amendments made by this subsection shall

24 apply with respect to cost-of-living increases determined
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1 under section 215(i) of the Social Security Act for years

2 after 1982.

3 (b)(1) Section 215(i) (1) (A) of the Social Security Act

4 is amended by striking out "March 31" and inserting in lieu

5 thereof "September 30", and by striking out "1974" and

6 inserting in lieu thereof "1982".

7 (2) Section 215(i) (1) (A) of such Act as in effect in De-

8 cember 1978, and as applied in certain cases under the provi-

9 sions of such Act as in effect after December 1978, is amend-

10 ed by striking out "March 31" and inserting in lieu thereof

11 "September 30".

12 (3) The amendments made by this subsection shall

13 apply with respect to cost-of-living increases determined

14 under section 215(i) of the Social Security Act for years

15 after 1983.

16 (c) Section 215(i) (4) of such Act is amended by insert-

17 ing ", and as amended by section 201 (a)(6) and (b)(2) of the

18 Social Security Amendments of 1983," after "as in effect in

19 December1978".

20 (d) Notwithstanding any provision to the contrary in

21 section 215(i) of the Social Security Act, the "base quarter"

22 (as defined in paragraph (1)(A)(i) of such section) in the

23 calendar year 1983 shall be a "cost-of-living computation

24 quarter" within the meaning of paragraph (1)(B) of such sec-

25 tion (and shall be deemed to have been determined by the
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1 Secretary of Health and Human Services to be a "cost-of-

2 living computation quarter" under paragraph (2)(A) of such

3 section) for all of the purposes of such Act as amended by this

4 section and by other provisions of this Act, without regard to

5 the extent by which the Consumer Price Index has increased

6 since the last prior cost-of-living computation quarter which

7 was established under such paragraph (1) (B).

8 ELIMINATION OF WINDFALL BENEFITS FOR INDIVIDUALS

9 RECEIVING PENSIONS FROM NONCOVERED EMPLOY-

10 MENT

11 SEC. 112. (a) Section 215(a) of the Social Security

12 Act is amended by adding at the end thereof the following

13 new paragraph:

14 "(7)(A) In the case of an individual who was not eligi-

15 ble for an old-age or disability insurance benefit for Decem-

16 ber 1983 and whose primary insurance amount would be

17 computed under paragraph (1) of this subsection, and who

18 first becomes eligible after 1983 to a monthly periodic pay-

19 ment (or a payment determined under subparagraph (D))

20 based (in whole or in part) upon his earnings for service

21 which did not constitute 'employment' as defined in section

22 210 for purposes of this title (hereafter in this paragraph and

23 in subsection (d) (5) referred toas 'noncovered service') of at

24 least one year's duration, the primary insurance amOunt of

25 that individual during his entitlement to old-age or disability
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1 insurance benefits shall be computed or recomputed under

2 subparagraph (B) with respect to the initial month in which

3 the individual becomes eligible for such benefits, and shall be

4 periodically recomputed thereafter at such times as the Secre-

5 tary determines there has been a significant change in the

6 amount of such periodic payment.

7 "(B)(ii) If paragraph (1) of this subsection would apply

8 to that individual (except for subparagraph (A) of this para-

9 graph), there shall first be computed an amount equal to the

10 individual's primary insurance amount under this subsection

11 (other than this paragraph), except that for purposes of such

12 computation the percentage of the individual's average in-

13 dexed monthly earnings established by subparagraph (A)(i)

14 of paragraph (1) shall be the percent specified in clause (ii).

15 There shall then be computed (without regard to this para-

16 graph) a second amount, which shall be equal to the individ-

17 ual primary insurance amount under this subsection (other

18 than this paragraph), except that such second amount shall

19 be reduced by an amount equal to the applicable fraction (as

20 determined under subparagraph (E)) of the portion of the

21 monthly periodic payment attributable to noncovered service

22 to which the individual is entitled (or deemed to be entitled)

23 for the month for which such old-age or disability insurance

24 benefits are payable. For purposes of the preceding sentence,

25 the portion of the monthly periodic payment attributable to
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1 noncovered service shall be that portion of such payment

2 which bears the same ratio to the amount of such payment as

3 the number of months of service in noncovered service to

4 which such benefit is attributable (but only counting any

5 such months occurring after 1956) bears to the total number

6 of months of service to which such benefit is attributable. The

7 individual primary insurance amount shall be the larger of

8 the two amounts computed under this subparagraph (before

9 the application of subsection (i)) and shall be deemed to be

10 computed under paragraph (1) of this subsection for the pur-

11 pose of applying other provisions of this title.

12 "(ii) For purposes of clause (i), the percent specified in

13 this clause is—

14 "(1) 78.4 percent, with respect to individuals who

15 initially become eligible for old age or disability insur-

16 ance benefits, or who die (before becoming eligible for

17 such benefits) in 1984;

18 "(ii) 66.8 percent with respect to individuals who

19 80 become eligible or die in 1985;

20 "(lii) 55.2 percent with respect to individuals

21 who so become eligible or die in 1986,

22 "(1V) 43.6 percent with respect to individuals

23 who so become eligible or die in 1987; and

24 "(V) 32.0 percent with respect to individuals who

25 so become eligible or die in 1988 or thereafter.
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1 "(C) No primary insurance amount may be reduced by

2 reason of this paragraph lJelow the amount of the primary

3 insurance amount as determined under paragraph (1)(C)(i).

4 "(D)(i) Any periodic payment that otherwise meets the

5 requirements of subparagraph (A), but which is paid on other

6 than a monthly basis, shall be allocated on a basis equivalent

7 to a monthly payment (as determined by the Secretary), and

8 such equivalent monthly payment shall constitute a monthly

9 periodic payment for purposes of this paragraph.

10 "(ii) in the case of an individual who has elected to

11 receive a periodic payment that has been reduced so as to

12 provide a survivors benefit to any other individual, the pay-

13 ment is deemed to be increased (for the purpose of any com-

14 putation under this paragraph) by such reduction.

15 "(iii) if an individual to whom subparagraph (A) ap-

16 plies is eligible for a periodic payment beginning with a

17 month that is subsequent to the month in which he becomes

18 eligible for old-age or disability insurance benefits, the

19 amount of that payment for purposes of subparagraph (B)

20 shall be deemed to be the amount to which he is, or is deemed,

21 to become entitled (subject to clauses (i), (ii), and (iv) of this

22 subparagraph) in such subsequent month.

23 "(iv) For purposes of this subparagraph, the term 'pen-

24 odic payment'includes a payment payable in a lump sum if

25 it is a commutation of, or a substitute for, periodic payments.
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1 "(E) For purposes of subparagraph (B), the applicable

2 fraction is—

3 "(i) in the case of an individual who first becomes

4 eligible during 1984 to a monthly periodic payment de-

5 scribed in &ubparagraph (A), one-fifteenth,

6 "(ii) in the case of an individual who first be-

7 comes eligible during 1985 to a monthly periodic pay-

8 ment described in subparagraph (A), two-fifteen ths,

9 "(iii) in the case of an individual who first be-

10 comes eligible during 1986 to a monthly periodic pay-

11 ment described in subparagraph (A), one-fifth,

12 "(iv) in the case of an individual who first be-

13 comes eligible during 1987 to a monthly periodic pay-

14 ment described in subparagraph (A), four-fifteenths,

15 and

16 "(v) in the case of an individual who first be-

17 comes eligible during 1988 or thereafter to a monthly

18 periodic payment described in subparagraph (A), one-

19 third.

20 "(F) This paragraph shall not apply in the case of an

21 individual who has more than 30 years of coverage (as de-

22 fined in paragraph (1)(C)(ii). In the case of an individual

23 who has more than 24 years of coverage (as so defined), the

24 figure '32 percent' in subparagraph (B) shall, if larger, be

25 deemed to be—
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1 "(i) 90 percent, in the case of an individual who

2 has 30 or more of such years of coverage;

3 "(ii) 80 percent, in the case of an individual who

4 has 29 of such years;

5 "(iii) 70 percent, in the case of an individual who

6 has 28 of such years;

7 "(iv) 60 percent, in the case of an individual who

8 has 27 of such years;

9 "(v) 50 percent, in the case of an individual who

10 has 26 of such years; and

11 "(vi) 40 percent, in the case of an individual who

12 has 25 of such years. ".

13 (b) Section 215(d) of such Act is amended by adding at

14 the end thereof the following new paragraph.

15 "(5)(A) In the case of an individual who was not eligi-

16 ble for an old-age or disability insurance benefit for Decem-

17 ber 1983 and whose primary insurance amount is not com-

18 puted under paragraph (1) of subsection (a) by reason of

19 paragraph (4)(B)(ii) of that subsection, and who first be-

20 comes eligible after 1983 to a monthly periodic payment (or a

21 payment determined under subsection (a)(7)(D)) based (in

22 whole or in part) upon his earnings in noncovered service of

23 at least one year's duration, his primary insurance amount

24 for puiposes of his entitlement to old-age or disability insur-

25 ance benefits shall be the primary insurance amount comput-
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1 ed or recomputed under this subsection (without regard to

2 this paragraph and before the application of subsection (i))

3 reduced by an amount equal to the smaller of—

4 "(i) one-half of the primary insurance amount

5 (computed without regard to this paragraph and before

6 the application of subsection (i)), or

7 "(ii) the applicable fraction (as determined under

8 subparagraph (B)) of the portion of the monthly pen-

9 odic payment (or payment determined under subsection

10 (a)(7)(D)) attributable to noncovered service to which

11 that individual is entitled (or deemed to be entitled) for

12 the initial month of his eligibility for old-age or dis-

13 ability insurance benefits.

14 For purposes of the preceding sentence, the portion of the

15 monthly periodic payment attributable to noncovered service

16 shall be that portion of such payment which bears the same

17 ratio to the amount of such payment as the number of months

18 of service in noncovered service to which such benefit is at-

19 tributable bears to the total number of months of service to

20 which such benefit is attributable. The amount of such pen-

21 odic payment for purposes of clause (ii) shall be periodically

22 recomputed at such times as the Secretary determines there

23 has been a significant change in the amount of such periodic

24 payment.
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1 "(B) For purposes of subparagraph (A), the applicable

2 fraction is—

3 "(i) in the case of an individual who first becomes

4 eligible during 1984 to a monthly periodic payment de-

5 scribed in subparagraph (A), one-fifteenth,

6 "(ii) in the case of an individual who first be-

7 comes eligible during 1985 to a monthly periodic pay-

8 ment described in subparagraph (A), two-fifteenths,

9 "(iii) in the case of an individual who first be-

10 comes eligible during 1986 to a monthly periodic pay-

11 ment described in subparagraph (A), one-fifth,

12 "(iv) in the case of an individual who first be-

13 comes eligible during 1987 to a monthly periodic pay-

14 ment described in subparagraph (A), four-fifteenths,

15 and

16 "(v) in the case of an individual who first be-

17 comes eligible during 1988 or thereafter to a monthly

18 periodic payment described in subparagraph (A), one-

19 third.".

20 - "(C) No primary insurance amount may be reduced by

21 reason of this paragraph below the amount of the primary

22 insurance amount as determined under subsection

23 (a)(1)(C)(i). ".

24 (c) Section 215(f) of such Act is amended by adding at

25 the end the following new paragraph.
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1 "(9) (A) In the case of an individual who first becomes

2 eligible for a periodic payment determined under subsection

3 (a) (7) (A) or (a) (7) (D) in a month subsequent to the first

4 month in which he becomes eligible for an old-age or disabil-

5 ity insurance benefit, and whose primary insurance amount

6 has been computed without regard to either such subsection or

7 subsection (d)(5,), such individual's primary insurance

8 amount shall be recomputed, in accordance with either such

9 subsection or subsection (d)(5,), as may be applicable, effec-

10 tive with the first month of his concurrent eligibility for

11 either such benefit and such periodic payment.

12 "(B) If an individual's primary insurance amount has

13 been computed under subsection (a)(7) or (d)(5), and it be-

14 comes necessary to recompute that primary insurance

15 amount under this subsection—

16 "(i) so as to increase the monthly benefit amount

17 payable with respect to such primary insurance

18 amount (other than in the case of the individual

19 death), such increase shall be determined as though

20 such primary insurance amount had initially been

21 computed without regard to sub$ection (a) (7) or (d) (5),

22 or

23 "(ii) by reason of the individual's death, such pri-

24 mary insurance amount shall be recomputed without
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1 regard to (and as though it had never been computed

2 with regard to) subsection (a)(7) or (d)(5).

3 "('0) in the case of any individual whose primary in-

4 surance amount is subject to the requirements of subsection

5 (a)(7) or (d)(5), the amount of such primary insurance

6 amount shall be recomputed as may be required under such

7 subsections by reason of a significant change in the amount

8 of the relevant periodic payment. ".

9 (d) Sections 202 (e) (2) (B) (i) and 202(f)(3)(B)(i) of such

10 Act are each amended by striking out "section 215(f)(5) or

11 (6)" and inserting in lieu thereof "section 215(f) (5)

12 215(f)(6), or 215(f) (9) (B)".

13 BENEFITS FOR SURVIVING DIVORCED SPOUSES AND

14 DISABLED WIDOWS AND WIDOWERS WHO REMARRY

15 SEC. 113. (a)(1) Section 202 (e) (3) of the Social Secu-

16 rity Act is repealed.

17 (2) Section 202 (e) (4) of such Act is amended to read as

18 follows:

19 "(4) For purposes of paragraph (1), if—

20 "(A) a widow or a surviving divorced wife mar-

21 ries after attaining age 60, or

22 "(B) a disabled widow or disabled surviving di-

23 vorced wife described in paragraph (1)(B)(ii) marries

24 after attaining age 50,

25 such marriage shall be deemed not to have occurred. ".
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1 (b)(1) Section 202(f)(4) of such Act is repealed.

2 (2) Section 202(f)(5) of such Act is amended to read as

3 follows:

4 "(5) For purposes of paragraph (1), if—

5 "(A) a widower marries after attaining age 60, or

6 "(B) a disabled widower described in paragraph

7 (1)(B)(ii) marries after attaining age 50,

8 such marriage shall be deemed not to have occurred. ".

9 (c)(1) The amendments made by subsection (a) shall be

10 effective with respect to monthly benefits payable under title

11 II of the Social Security Act for months after December

12 1983.

13 (2) In the case of an individual who wa not entitled to

14 a monthly benefit under title 11 of such Act for December

15 1983, no benefit shall be paid under such title by reason of

16 such amendments unless proper application for such benefit

17 is made.

18 DETERMINATION OF PRIMARY INSURANCE AMOUNT FOR

19 DEFERRED SURVIVOR BENEFITS

20 SEC. 114. (a) Section 215(a) of the Social Security

21 Act is amended by adding at the end thereof the following

22 new paragraph:

23 "(8) (A) If a person is entitled to benefits under subsec-

24 tion (e) or (f) of section 202 on the basis of the wages and

25 self-employment income of a deceased individual whose pri-
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1 mary insurance amount would otherwise be determined

2 under paragraph (1), the primary insurance amount of such

3 deceased individual shall be determined, for purposes of de-

4 termining the amount of the benefit under such subsection, as

5 if such deceased individual died in the year in which the

6 person entitled to benefits under such subsection first became

7 eligible for such benefits or, if earlier, the year in which such

8 deceased individual would have attained age 62 if he had not

9 died (except that the actual year of death of such deceased

10 individual shall be used for purposes of section

11 215(b) (2) (B) (ii) (II)).

12 "(B) Notwithstanding subparagraph (A), if a person—

13 "(i) is entitled to benefits under subsection (e) or

14 (f) of section 202 on the basis of the wages and self-

15 employment income of a deceased individual, and

16 "(ii) was entitled to benefits under this title on

17 the basis of the wages and self-employment income of

18 such deceased individual in the month before the month

19 in which such person became eligible for the benefits

20 described in clause (i),

21 the primary insurance amount of such deceased individual

22 shall be the primary insurance amount determined under the

23 rules which would apply (but for subparagraph (A)) or the

24 primary insurance amount determined under subparagraph

25 (A), whichever is larger. ".
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1 (h) The amendments made by subsection (a) s/jail apply

2 to the benefits of individuals who become eligible for benefits

3 under section 202 (e) and (f) of the Social Security Act after

4 December 1984.

5 BENEFITS FOR DIVORCED SPOUSE REGARDLESS OF

6 WHETHER FORMER SPOUSE HAS RETIRED

7 SEC. 115. (a) Section 202(b) of the Social Security

8 Act is amended by adding at the end thereof the following

9 new paragraph:

10 "(5) For purposes of determining the entitlement of a

11 divorced wife to a benefit under this subsection and the

12 amount of such benefit, in the case of a wife who has been

13 divorced from her former husband for a period of not less

14 than 24 months—

15 "(A) such former husband shall be deemed to be

16 entitled to an old-age insurance benefit if he would be

17 entitled to such a benefit if he applied there for; and

18 "(B) the amount of such benefit for such divorced

19 wife shall be determined without regard to reductions

20 which are or would be made under section 203 on ac-

21 count of work performed by such former husband. ".

22 (b)(1) The amendment made by subsection (a) shall be

23 effective with respect to monthly benefits payable under title

24 ii of the Social Security Act for months after December

25 1984.
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1 (2) In the case of an individual who was not entitled to

2 a monthly benefit under title II of such Act for December

3 1984, no benefit shall be paid under such title by reason of

4 such amendment unless proper application for such benefit is

5 made.

6 INCREASE IN BENEFIT AMOUNT FOR DISABLED WIDOWS

7 AND WIDOWERS.

8 SEC. 116. (a)(1) Section 202 (q) (1) of the Social Secu-

9 rity Act is amended by striking out the semicolon at the end

10 of subparagraph (B)(ii) and all that follows and inserting in

11 lieu thereof a period.

12 (2) Section 202 (q) (6) of such Act is amended to read as

13 follows:

14 "(6) For purposes of this subsection, the 'reduction

15 period' for an old-age, wife 's, husband's, widow's, or widow-

16 er's insurance benefit is the period beginning—

17 "(A) in the case of an old-age or husband's insur-

18 ance benefit, with the first day of the first month for

19 which such individual is entitled to such benefit,

20 "(B) in the case of a wife insurance benefit,

21 with the first day of the first month for which a certifi-

22 cate described in paragraph (5)(A)(i) is effective, or

23 "(C) in the case of a widow or widower's insur-

24 ance benefit, with the first day of the first month for

25 which such individual is entitled to such benefit or the
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1 first day of the month in which such individual attains

2 age 60, whichever is later,

3 and ending with the last day of the month before the month in

4 which such individual attains retirement age. ".

5 (3) Section 202(q) (7) of such Act is amended by strik-

6 ing out the matter preceding subparagraph (A) and inserting

7 in lieu thereof the following:

8 "(7) For purposes of this subsection, the 'adjusted re-

9 duction period' for an old-age, wife , husband 's, widow , or

10 widower's insurance benefit is the reduction period prescribed

11 in paragraph (6) for such benefit, excluding— ".

12 (4) Paragraphs (1) (B) (i), (3) (E) (ii), and (3) (F) (ii) of

13 section 202(q) of such Act are each amended by striking out

14 "(6) (A)" and inserting in lieu thereof in each instance "(6) ".

15 (5) Section 202 (q) (3) (0) of such Act is amended by

16 striking out "paragraph (6)(A) (or, if such paragraph does

17 not apply, the period specified in paragraph (6)(B))" and

18 inserting in lieu thereof "paragraph (6) ".

19 (6) Section 202 (q) (1 0) of such Act is amended—

20 (A) by striking out "or an additional adjusted re-

21 duction period'

22 (B) in subparagraphs (B)(i), (C)(i), and (C)(ii),

23 by striking out ' plus the number of months in the

24 adjusted additional reduction period multiplied by /24o

25 of 1 percent"; and
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1 (0) in subparagraph (B)(ii), by striking out ",

2 plus the number of months in the additional reduction

3 period multiplied by /24o of 1 percent ".

4 (b)(1) The amendments made by this section shall be

5 effective with respect to monthly benefits under title II of the

6 Social Security Act for months after December 1983.

7 (2) In the case of an individual who was not entitled to

8 a monthly benefit under title II of such Act for December

9 1983, no benefit shall be paid under such title by reason of

10 such amendments unless proper application for such benefit

11 is made.

12 ADJUSTMENT TO COST-OF-LIVING INCREASE WHEN TRUST

13 FUND RATIO FALLS BELOW 20 PERCENT

14 SEC. 117. (a) Section 215(i) (2) (A) (ii) of the Social Se-

15 curity Act is amended, in the matter following clause (III),

16 by striking out "The increase shall be derived" and inserting

17 in lieu thereof "Except as otherwise provided in paragraph

18 (5), the increase shall be derived".

19 (b) Section 215(i) of such Act is amended by adding at

20 the end thereof the following new paragraph:

21 "(5) (A) The amount of the increase under paragraph

22 (2) to become effective for monthly benefits payable for De-

23 cember 1988 or any December thereafter shall, if the Secre-

24 tary makes a finding under this paragraph that the combined

25 trust funds ratio (as defined in subparagraph (D)) as of the
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1 start of business on January 1 of the calendar year in which

2 such December falls is less than 20.0 percent, be determined

3 under paragraph (2) by substituting—

4 "(i) the percentage (rounded to the nearest one-

5 tenth of 1 percent) by which the average of the total

6 wages for the preceding calendar year (as determined

7 for purposes of subsection (bX3) (A) (ii)) exceeds such

8 average for the second preceding calendar year (and if

9 no increase in such wages took place, the percentage

10 shall be deemed to be zero), for

11 "(ii) the percentage otherwise applicable under

12 paragraph (2),

13 but only if the percentage determined under clause (i) is less

14 than the percentage determined under clause (ii).

15 "(B) In any case in which a cost-of-living adjustment

16 would not be made under this subsection on account of the

17 relevant increase in the Consumer Price Index being less

18 than 3 percent, no such cost-of-living increase shall be made

19 by reason of this paragraph. For purposes of any subsequent

20 determination of a cost-of-living increase based upon a period

21 of more than 12 months, the percentage of the cost-of-living

22 increase (if any) to be applied under paragraph (2) shall be

23 the sum of the percentage increases for each relevant 12-

24 month period in such longer period which would have been

25 effective under this subsection (including this paragraph) but
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1 for the provision of paragraph (1) which limits such increases

2 only to cases in which the relevant increase in the Consumer

3 Price Index is equal to or greater than 3 percent.

4 "(C) The Secretary shall make the finding with respect

5 to the combined trust funds ratio (as of the start of business

6 on January 1 of each calendar year) on October 1 of each

7 calendar year, based upon the most recent data available as

8 of that time.

9 "(D) For purposes of this paragraph, the term 'com-

10 bined trust funds ratio' means the ratio of—

11 "(i) the combined balance in. the Federal Old-Age

12 and Survivors Insurance Trust Fund and the Federal

13 Disability Insurance Trust Fund, reduced by the

14 amount of any outstanding loan (including interest

15 thereon) from the Federal Hospital Insurance Trust

16 Fund, as of the start of business on January 1 of any

17 calendar year, to

18 "(ii) the amount estimated by the Secretary to be

19 the total amount to be paid from the Federal Old-Age

20 and Survivors Insurance Trust Fund and the Federal

21 Disability Insurance Trust Fund during such calendar

22 year for all purposes authorized by section 201, but ex-

23 cluding any transfer payments between such trust

24 funds and reducing the amount of any transfer to the

25 Railroad Retirement Account by the amount of any
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1 transfers into either such trust fund from the Railroad

2 Retirement Account.

3 "(E) If any increase under paragraph (2) has been de-

4 termined on the basis of the substitute formula in sufrpara-

5 graph (A)(i) of this paragraph, and, for any succeeding cal-

6 endar year, the Secretary determines that the combined trust

7 funds ratio is greater than 32.0 percent, the Secretary shall

8 pay additional benefits with respect to the 12-month period

9 beginning with the following December in amounts not to

10 exceed—

11 "(i) in the aggregate, a total amount which, ac-

12 cording to actuarial estimate, equals the amount by

13 which the balance in such trust funds on the date of

14 such determination exceeds the amount necessary to

15 effect a combined trust funds ratio of 32.0 percent for

16 the following year, and

17 "(ii) with respect to any individual, for benefits

18 for each month in such 12-month period, an amount

19 equal to one-twelfth of the total amount by which all

20 benefits paid to him during all previous years were less

21 than the amounts which would have been paid to him

22 but for the provisions of this paragraph.

23 Such additional benefits shall be paid as a percentage in-

24 crease in the monthly benefits otherwise payable for months

25 during such 12-month period, if there are not sufficient
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1 funds available to pay additional benefits in the full amount

2 to all individuals (taking into account the limitation in

3 clause (i)), amounts paid under this subparagraph shall be

4 paid on a pro rata basis to all individuals who are entitled to

5 any such amount and are entitled to a benefit under this title

6 for the months in which such additional amounts are being

7 paid.

8 "(F) In any case in which additional payments are

9 made by reason of the provisions of subparagraph (E), for

10 purposes of determining benefit amounts for months after the

11 12-month period for which such additional benefits were

12 made, the percentage increase under this subsection applica-

13 ble to benefits payable for such 12-month period shall be

14 deemed to be the actual percentage achieved by reason of such

15 additional payments (as measured with respect to payments

16 which are not subject to reduction under any other provision

17 of thisAct).".

18 (c) Only with respect to the determination made for

19 January 1, 1988, the combined trust fund ratio for such year

20 (for purposes of determining the increase under section

21 215(i) of the Social Security Act for benefits payable for

22 December of such year) shall be determined by using the ac-

23 tuarial estimate of the Secretary of Health and Human serv-

24 ices of the ratio of—
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1 (1) the combined balance which will be available

2 in the Federal Old-Age and Survivors Insurance

3 Trust Fund and the Federal Disability Insurance

4 Trust Fund, reduced by the amount of any outstanding

5 loan (including interest thereon) from the Federal Hos-

6 pital Insurance Trust Fund, at the close of business on

7 December 31 of such calendar year, to

8 (2) the amount estimated by the Secretary to be

9 the total amount to be paid from the Federal Old-Age

10 and Survivors Insurance Trust Fund and the Federal

11 Disability Insurance Trust Fund for calendar year

12 1988 for all purposes authorized by section 201 of such

13 Act, but excluding any transfer payments between such

14 trust funds, and reducing the amount of any transfer

15 to the Railroad Retirement Account by the amount of

16 any transfers into either such trust fund from the Rail-

17 road Retirement Account.

18 (d) Section 1617(a)(2) of the Social Security Act is

19 amended by inserting ", or, if greater, the percentage by

20 which benefit amounts under title Ii would be increased for

21 such month but for the provisions of section 215(i) ('5)," after

22 "are increased for such month".
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1 INCREASE IN OLD-AGE INSURANCE BENEFIT AMOUNTS ON

2 ACCOUNT OF DELAYED RETIREMENT

3 SEC. 118. (a) Section 202 (w) (1) (A) of the Social Secu-

4 rity Act is amended to read as follows:

5 "(A) the applicable percentage (as determined

6 under paragraph (6)) of such amount, multiplied by".

7 (b) Section 202(w) of such Act is amended by adding at

8 the end thereof the following new paragraph:

9 "(6) For purposes of paragraph (1)(A), the applicable

10 percentage is—

11 "(A) 1,42 of 1 percent in the case of an individual

12 who first becomes eligible for an old-age insurance

13 benefit before 1979; and

14 "(B) 1/4 of 1 percent in the case of an individual

15 who first becomes so eligible after 1978, and before

16 1990;

17 "(0) in the case of an individual who first be-

18 comes so eligible after 1989 and before 2009, a per-

19 centage equal to the percentage in effect under this sub-

20 paragraph for individuals who first became eligible in

21 the preceding calendar year (as increased pursuant to

22 this clause), plus 1/48 of 1 percent, and

23 "(D) in the case of an individual who first be-

24 comes so eligible after 2008, 2/3 of 1 percent. ".
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1 (c)(1) Paragraphs (2)(A) and (3) of section 202(w) of

2 such Act are each amended by striking out "age 72" and

3 inserting in lieu thereof "age 70".

4 (2) The amendments made by paragraph (1) shall apply

5 with respect to increment months in calendar years after

6 1983.

7 INCREASE IN RETIREMENT AGE

8 SEC. 119. (a) Section 216 of the Social Security Act is

9 amended by inserting before subsection (b) the following new

10 subsection:

11 "Retirement Age

12 "(a) (1) The term 'retirement age' means—

13 "(A) with respect to an individual who attains the

14 early retirement age (as defined in paragraph (2))

15 before January 1, 2000, 65 years of age;

16 "(B) with respect to an individual who attains

17 early retirement age after December 31, 1999, and

18 before January 1, 2012, 65 years of age plus the

19 number of months in the age increase factor (as deter-

20 mined under paragraph (3)) for the ,,ear in which such

21 individual attains early,, retirement age; and

22 "(0) with respect to an individual who attains

23 early,, retirement age after December 31, 2014, 66

24 ,,ears of age.
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1 "(2) The term 'early retirement age' means age 62 in

2 the case of an old-age, wife 's, or husband 's benefit, and age

3 60 in the case of a widow's or widower's benefit.

4 "(3) The age increase factor for individuals who attain

5 early retirement age in the period described in subparagraph

6 (B) shall be equal to one-twelfth of the number of months in

7 the period beginning with January 2000 and ending with

8 December of the year in which the individual attains early

9 retirement age.

10 (bXl) Section 202 (q) (9) of such Act is amended to read

11 as follows:

12 "(9) The amount of the reduction for early retirement

13 specified in paragraph (1) shall be periodically revised by the

14 Secretary such that—

15 "(A) for old-age insurance benefits, wife s insur-

16 ance benefits, and husband's insurance benefits, the re-

17 duction applicable to an individual entitled to such a

18 benefit at an age not more than 3 years lower than the

19 retirement age applicable to such individual, shall be

20 the same as under such paragraph (1), and such reduc-

21 tion shall be increased by five-twelfths of 1 percent for

22 each month below that age which is 3 years lower than

23 the applicable retirement age; and

24 "(B) for widow's insurance benefits and widow-

25 er's insurance benefits, the reduction for those entitled
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1 to such benefits at the earliest possible early retirement

2 age shall be the same as specified in paragraph (1),

3 and those for later ages shall be established by linear

4 interpolation between the applicable reduction for such

5 earliest possible early retirement age and a factor of

6 unity at the applicable retirement age. ".

7 (2) Section 202 (q) (1) of such Act is amended by strik-

8 ing out "If" and inserting in lieu thereof "Subject to para-

9 graph (9), if".

10 (c) The Social Security Act is amended—

11 (1) by striking out "age 65" or "age of 65", as

12 the case may be, each place it appears in the following

13 sections and inserting in lieu thereof in each instance

14 "retirement age (as defined in section 216(a)) ":

15 (A) subsections (a), (h), (c), (d), (e), (f), (q),

16 (r), and (w) of section 202,

17 (B) subsections (c) and (f) of section 203,

18 (C) section 211(b) (3),

19 (D) subsection (f) of section 215,

20 (B) subsections (Ii) and (i) of section 216,

21 (F) section 223(a),

22 (G) subsections (a), (b), (c), and (e) of sec-

23 tion 226,

24 (H) section 1811,

25 (1) section 1818(a) (1),
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1 (J) section 1836(2),

2 (K) section 1837,

3 (L) subsections (c) and (f) of section 1839,

4 (M) section 1838,

5 (N) section 1844(a), and

6 (0) section 1876(a) (5) ;

7 (2) by striking out "age sixty-five" in section

8 203(c) and inserting in lieu thereof "retirement age (as

9 defined in section 216(a)) "; and

10 (3) by striking out "age of sixty-five" in section

11 223(a) and inserting in lieu thereof "retirement age

12 (as defined in section 216(a)) ".

13 ADJUSTMENTS IN OASDI BENEFIT FORMULA

14 SEc. 120. (a) Section 215(a) (1) (A) of the Social Secu-

15 rity Act is amended by striking out "90 percent" in clause

16 (i), "32 percent" in clause (ii), and "15 percent" in clause

17 (iii) and inserting in lieu thereof in each instance "the appli-

18 cable percentage (determined under paragraph (8))".

19 (Ii) The first sentence of section 215(a)(7)(B) of such

20 Act (as added by section 113(a) of this Act) is amended by

21 striking out "61 percent" and inserting in lieu thereof "the

22 applicable percentage as determined under paragraph (8) ".

23 (c) Section 215(a) of such Act is further amended by

24 adding at the end thereof (after the new paragraph added by

25 section 113 of this Act) the following new paragraph:
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1 "(8) The 'applicable percentages' for puiposes of clauses

2 (i), (ii), and (iii) of paragraph (1)(A), and the 'applicable

3 percentage' for puiposes of the first sentence of paragraph

4 (7)(B), shall be determined as follows:

For rndtvtdual3 who
initially become elii1e for

oW-qe bOr dabz1y
henefts, Orwof b

The applicable percenkige

for purposes of clau3e
(i) of paragraph

(1)(A) is—

for purposes of clau.e
(ii) of paragraph

(1)(A) and he first
sentence of paragraph

for purposes of clause
(iii) of paragraph

(1)(A) is—

any year from 1979 .

through 1999 90.0 32.0 15.0
2000 89.4 31.8 14.9
2001 88.8 31.6 14.8
2002 88.2 31.4 14.7
2003 876 31.1 14.6
2004 87.0 30.9 14.5
2005 86.4 30.7 14.4
2006 85.8 30.5 14.3
2007 or thereafter 85.2 30.3 14.2

5 PHASEOUT OF EARNINGS LIMITATION FOR BENEFICI-

6 ARIES WHO HAVE ATTAINED RETIREMENT AGE

7 SEc. 121. (a) Section 203(f)(8)(D) of the Social Secu-

8 rity Act is amended by inserting "(i)" after "(D)" and

9 adding at the end thereof the following new clause:

10 "(ii) Notwithstanding any other provision of this sub-

11 section, the exempt amount applicable to any individual who

12 has attained retirement age, as otherwise determined under

13 this subsection, shall be increased by-—

14 "(1) $250 for each month in any taxable year

15 ending after 1989 and before 1991;

16 "(II) $500 for each month in any taxable 'year

17 ending after 1990 and before 1992;
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1 "(III) $750 for each month in any taxable year

2 ending after 1991 and before 1993,

3 "(IV) $1,000 for each month in any taxable year

4 ending after 1992 and before 1994; and

5 "(V) $1,250 for each month in any taxable year

6 ending after 1993 and before 1995. ".

7 (h) Section 203(c) (1) of the Social Security Act is

8 amended by striking out "the age of seventy" and inserting

9 in lieu thereof "retirement age".

10 (c) The last sentence of section 203(c) of such Act is

11 amended by striking out "nor shall any deduction" and all

12 that follows and inserting in lieu thereof "nor shall any de-

13 duction be made under this subsection from any widow or

14 widower insurance benefits if the widow, surviving divorced

15 wife, widower, or surviving divorced husband involved

16 became entitled to such benefit prior to attaining age 60. ".

17 (d) Section 203(d) (1) of such Act is amended by strik-

18 ing out "the age of seventy" and inserting in lieu thereof

19 "retirement age".

20 (e) Section 203(f)(1) of such Act is amended—

21 (1) in clause (B), by striking out "the age of sev-

22 enty" and inserting in lieu thereof "retirement age";

23 (2) by amending clause (D) to read as follows:

24 "(D) for which such individual is entitled to widow's
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1 or widower insurance benefits if such individual

2 became so entitled prior to attaining age 60, "; and

3 (3) by striking out "the applicable exempt

4 amount" each place it appears and inserting in lieu

5 thereof in each instance "the exempt amount '

6 (f) Section 203 (f) (3) of such Act is amended—

7 (1) by striking out "applicable exempt amount"

8 and inserting in lieu thereof "exempt amount"; and

9 (2) by striking out "age 70" and inserting in lieu

10 thereof "retirement age ".

11 (g) Section 203(f)(4)(B) of such Act is amended by

12 striking out "applicable exempt amount" and inserting in

13 lieu thereof "exempt amount".

14 (Ii) Section 203(f)(8)(A) of such Act is amended by

15 striking out "exempt amounts (separately stated for individ-

16 uals described in subparagraph (D) and for other individ-

17 uals) which are to be applicable" and inserting in lieu thereof

18 "exempt amount which is to be applicable".

19 (i) Section 203 (f)(8) (B) of such Act is amended—

20 (1) by striking out "Except as otherwise provided

21 in subparagraph (D), the exempt amount which is ap-

22 plicable to individuals described in such subparagraph

23 and the exempt amount which is applicable to other in-

24 dividuals, for each month of a particular taxable year,

25 shall each be" and inserting in lieu thereof "The
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1 exempt amount for each month of a particular taxable

2 year shall be";

3 (2) in clause (i), by striking out "corresponding ";

4 and

5 (3) in the matter following clause (ii), by striking

6 out "an exempt amount" and inserting in lieu thereof

7 "the exempt amount ".

8 (j) Section 203(f)(8) of such Act is amended by striking

9 out subparagraph (D) thereof.

10 (ic) Section 203 (h) (1) (A) of such Act is amended—

11, (1) by striking out "applicable exempt amount"

12 and inserting in lieu thereof "exempt amount"; and

13 (2) by striking out "age 70" each place it appears

14 and inserting in lieu thereof in each instance "retire-

15 ment age".

16 (1) Section 203(j) of such Act is amended—

17 (1) by striking out "Age Seventy" in the heading

18 thereof and inserting in lieu thereof "Retirement Age ";

19 and

20 (2) by striking out "seventy years of age" and in-

21 serting in lieu thereof "retirement age'.

22 (m) Section 202 (w) (2) of such Act (as amended by sec-

23 tion 118 of this Act) is further amended by inserting "for

24 months prior to 1984" before "and prior".
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1 (n) The amendments made by this section, other than

2 subsection (a) and subsection (m), shall be effective with re-

3 spect to taxable years ending after 1994.

4 INCREASE IN DROPOUT YEARS FOR TIME SPENT IN

5 CHILD CARE

6 SEC. 122. (a) Section 215(b) (2) (A) of the Social Secu-

7 rity Act is amended, in the third sentence the reof—

8 (1) by striking out "clause (ii)" each place it ap-

9 pears and inserting in lieu thereof in each instance

10 "clause (i) or (ii) "; and

11 (2) by striking out "a combined total not exceed-

12 ing 3" and inserting "a combined total not exceeding

13 7".

14 (b) The amendments made by this section shall apply

15 only ivith respect to individuals who first become eligible for

16 benefits under title II of the Social Security Act for months

17 after December 1983.

18 LIMITATION ON PAYMENTS TO PRISONERS

19 SEC. 123. (a) Section 202 of the Social Security Act is

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

21 section:

22 "Suspension of Benefits for Inmates of Penal Institutions

23 "(x)(1) Notwithstanding any other provision of this

24 title, no monthly benefits shall be paid under this section or

25 under section 223 to any individual for any month during

S I RS
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1 which such individual is confined in a jail, prison, or other

2 penal institution or correctional facility, pursuant to his con-

3 viction of an offense which constituted a felony under appli-

4 cable law.

5 "(2) Benefits which would be payable to any individual

6 (other than a confined individual to whom benefits are not

7 payable by reason of paragraph (1)) under this title on the

8 basis of the wages and self-employment income of such a con-

9 fined individual but for the provisions of paragraph (1), shall

10 be payable as though such confined individual were receiving

11 such benefits.

12 "(3) Notwithstanding the provisions of section 552a of

13 title 5, United States Code, or any other provision of Federal

14 or State law, any agency of the United States Government

15 or of any State (or political subdivision thereof) shall make

16 available to the Secretary, upon written request, the name

17 and social security account number of any individual who is

18 confined in a jail, prison, or other penal institution or correc-

19 tional facility under the jurisdiction of such agency, pursu-

20 ant to his conviction of an offense which constituted a felony

21 under applicable law, which the Secretary may require to

22 carry out the provisions of this subsection. ".

23 (b) Section 223 of such Act is amended by striking out

24 subsection (f).
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1 (c) The amendments made by subsections (a) and (b)

2 shall apply with respect to monthly benefits payable for

3 months beginning on or after the date of the enactment of this

4 Act.

5 LIMITATIONS ON PAYMENTS TO NONRESIDENT ALIENS

6 SEc. 124. (a) Section 202 (t) (1) of the Social Security

7 Act is amended to read as follows:

8 "(1)(A) Notwithstanding any other provision of this

9 title (but subject to subparagraphs (B) through (D) of this

10 paragraph), no monthly benefit shall be paid under this sec-

11 tion or section 223 for any month to any individual who is

12 not a citizen or national of the United States if such individ-

13 ual is outside the United States.

14 "(B) For purposes of this paragraph, an individual

15 shall be considered to be outside the United States in any

16 month only if such month occurs—

17 "(i) after the sixth consecutive calendar month

18 during all of which (as determined by the Secretary on

19 the basis of information furnished to him by the Attor-

20 ney General or information which otherwise comes to

21 his attention) such individual is outside the United

22 States, and

23 "(ii) prior to the first month thereafter during all

24 of which such individual has been in the United

25 States;
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1 but in applying the preceding provisions of this subparagraph

2 an individual who has been outside the United States for any

3 period of 30 consecutive days shall be treated as remaining

4 outside the United States until he has been in the United

5 States for a period of 30 consecutive days.

6 "(C)(i) An individual who is otherwise prevented by

7 subparagraph (A) from receiving benefits under this title

8 shall nevertheless be paid such benefits, as though such sub-

9 paragraph were inapplicable, until the total amount of such

10 benefits (excluding amounts withheld from such benefits

11 under section 1441 of the internal Revenue Code of 1954)

12 equals the total amount of the taxes payable under sections

13 3101 and 1401 of the internal Revenue Code of 1954 (or the

14 corresponding provisions of prior law) with respect to the

15 wages and self-employment income on which such benefits

16 are based (as determined by the Secretary on the basis of

17 such wages and self-employment income) plus interest (as de-

18 termined under clause (iii)).

19 "(ii) In determining the total amount of benefits pay-

20 able to an individual under clause (i) with respect to the

21 wages and self-employment income of any individual, the

22 Secretary shall take into account all benefits paid before such

23 determination is made on the basis of such wages and self-

24 employment income (wherever paid).
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1 "(iii) For purposes of this subparagraph, interest on

2 taxes payable under sections 3101 and 1401 of the Internal

3 Revenue Code of 1954 (or corresponding provisions of prior

4 law) shall be compounded annually from July 1 of the year

5 in which such taxes were payable only until the last day of

6 the year preceding the year in which the individual on the

7 basis of whose wages and self-employment income benefits

8 are to be paid attains age 62, beco?nes disabled, or dies,

9 whichever occurs first, at a rate of 3.0 percent for the period

10 after 1936 and before 1951, and, for each year after 1950, at

11 a rate equal to the average of the twelve monthly interest rates

12 determined under section 201 for such year.

13 "(D) For purposes of this paragraph, the term 'United

14 States' (when used in either a geographical or political sense)

15 means the States, the District of Columbia, the Common-

16 wealth of Puerto Rico, the Virgin Islands, Guam, American

17 Samoa, the Trust Territory of the Pacific Islands, and any

18 other territory or possession of the United States. ".

19 (b) Section 202 (t) (2) of such Act is repealed.

20 (c) Section 202(t) (3) of such Act is amended to read as

21 follows.

22 "(3) Paragraph (1) shall not apply—

23 "(A) in any case where its application would be

24 contrary to any treaty obligation of the United States
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1 in effect on the date of the enactment of the Social Se-

2 curity Amendments of 1983, or

3 "(B) to individuals who are citizens or residents

4 of a country with which the United States has con-

5 cluded an international social security agreement pur-

6 suant to section 233, unless otherwise provided by such

7 agreement. ".

8 (d) Section 202(t)(4) of such Act is amended—

9 (1) by striking out subparagraphs (A) and (B,);

10 (2) by redesignating subparagraphs (C), (D), and

11 (E) as subparagraphs (A), (B), and (C); and

12 (3) by striking out the semicolon at the end of

13 subparagraph (C) (as so redesignated) and all that fol-

14 lows and inserting in lieu thereof a period.

15 (e) The heading of section 202(t) of such Act is amended

16 by adding at the end thereof the following: ", Prohibition

17 Against Payment of Benefits to Aliens Not Permanent Resi-

18 dents".

19 (f)(1) The amendments made by the preceding subsec-

20 tions shall apply with respect to any individual who initially

21 becomes eligible for benefits under section 202 or 223 of the

22 Social Security Act after December 31, 1984.

23 (2) Section 202(t) of the Social Security Act (as in

24 effect on the day before the date of enactment of this Act)

25 shall apply with respect to individuals who are eligible for
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1 benefits under section 202 or 223 of such Act before January

2 1, 1985.

3 REDUCTION OF COST-OF-LIVING INCREASE IF TRUST

4 FUNDS RATIO IS BELOW 2O PERCENT AND DECLINING

5 SEC. 125. (a) Section 215(i) of the Social Security Act

6 is amended by adding at the end thereof the following new

7 paragraph:

8 "(5)(A) On or before July 1 of each calendar year after

9 1983, the Secretary shall determine whether the estimated

10 OASD1 trust fund ratio for the second calendar year follow-

11 ing such calendar year will be—

12 "(i) less than 20.0 percent; and

13 "(ii) less than the estimated OASD1 trust fund

14 ratio for the first calendar year following the year in

15 which such determination is made.

16 "(B) if the Secretary finds that the OASD1 trust fund

17 ratio for the second calendar year following such calendar

18 year will be less than each of the ratios described in clauses

19 (i) and (ii) of subparagraph (A), the Secretary shall—

20 "(i) notify the Congress on or before July 1 of

21 such calendar year that, absent a change of circum-

22 stances, it will be necessary to reduce the amount of

23 the percentage cost-of-living increase otherwise payable

24 under this subsection with respect to benefits for

25 months after November of such calendar year; and
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1 "(ii) absent a change of circumstances before such

2 cost-of-living increase is determined that will allow the

3 full amount of benefits otherwise payable to be paid in

4 a timely fashion, reduce the amount of such percentage

5 increase (but not below zero) in accordance with sub-

6 paragraph (C) to the extent necessary to ensure that

7 the OASDI trust fund ratio for the second calendar

8 year following the calendar year in which the determi-

9 nation is made will not fall below the lower of—

10 "(I) 20.0 percent, or

11 "(II) the OASDI trust fund ratio for the

12 calendar year following the calendar year in

13 which the determination is made.

14 "(C) In reducing a cost-of-living percentage increase

15 under subparagraph (B), the Secretary shall first apply such

16 reduction to the percentage increase otherwise payable with

17 respect to monthly benefits payable under this section that are

18 based on a primary insurance amount of $250 or more for

19 the month preceding such cost-of-living increase; the percent-

20 age increase applied to the primary insurance amount used to

21 determine all other monthly benefits shall not be such as to

22 increase such primary insurance amounts above $250. If

23 further reduction in outgo is required, a reduction in the per-

24 centage increase applicable with respect to monthly benefits
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1 based on a primary insurance amount of less than $250 for

2 such preceding month shall be made.

3 "(D) For purposes of this paragraph, the term 'OASDI

4 trust fund ratio' shall mean, with respect to any calendar

5 year, the ratio of—

6 "(i) the amount estimated by the Secretary to be

7 equal to the combined balance in the Federal Old-Age

8 and Survivors Insurance Trust Fund and the Federal

9 Disability Insurance Trust Fund as of the start of

10 business on January 1 of such calendar year, taking

11 into account any cost-of-living increase that otherwise

12 would be made with respect to benefits paid during

13 such year, and any actions possible to be taken under

14 sections 201(l) and 1817(j) (relating to interfund bor-

15 rowing) and 201 (a) and (m) (relating to normalized

16 crediting of social security taxes), to

17 "(ii) the amount estimated by the Secretary to be

18 the total amount to be paid from such Trust Funds

19 during such calendar year (other than payments of in-

20 terest on, and repayments of loans from), such Trust

21 Funds, and reducing the amount of any transfer to the

22 Railroad Retirement Account by the amount of any

23 transfer to such account from any such Trust Fund.

24 "(E) With respect to any calendar year beginning

25 before January 1988 for which a determination is required to
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1 be made under subparagraph (A), the estimated OASDI

2 trust fund ratio for the second calendar year following such

3 calendar year shall be treated as exceeding the estimated

4 OA SDI trust fund ratio for the first calendar year following

5 such calendar year if ratio of the estimated combined bal-

6 ances in the Federal Old-Age and Survivors Insurance

7 Trust Fund, the Federal Disability Insurance Trust Fund,

8 and the Federal Hospital Insurance Trust Fund for such

9 second following calendar year to the amounts estimated to be

10 paid from all such Trust Funds during such second following

11 calendar year exceeds the ratio of the estimated balances in

12 all such Trust Funds to estimated payments from all such

13 Trust Funds for such first following calendar year. ".

14 PART C—REVENUE PROVISIONS

15 SEC. 131. TAXATION OF SOCIAL SECURITY AND TIER 1 RAIL-

16 ROAD RETIREMENT BENEFITS.

17 (a) GENERAL RULE.—Part II of subchapter B of

18 chapter 1 of the Internal Revenue Code of 1954 (relating to

19 amounts specifically included in gross income) is amended

20 by redesignating section 86 as section 87 and by inserting

21 after section 85 the following new section:
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1 "SEC. 86. SOCIAL SECURITY AND TIER 1 RAILROAD RETIRE-

2 MENTBENEFITS.

3 "(a) IN GENERAL.—Gross income for the taxable year

4 of any taxpayer described in subsection (h) includes social

5 security benefits in an amount equal to the lesser of—

6 "(1) one-half of the social security benefits re-

7 ceived during the taxable year, or

8 "(2) one-half of the excess described in subsection

9 (h).

10 "(h) TAXPAYERS TO WHOM SUBSECTION (a) Ap-

11 PLIES.—

12 "(1) IN GENERAL.—L4 taxpayer is described in

13 this subsection if—

14 "(A) the sum of—

15 "(i) the adjusted gross income of the

16 taxpayer for the taxable year, plus

17 "(ii) one-half of the social security

18 benefits received during the taxable year, ex-

19 ceeds

20 "(B) the base amount.

21 "(2) ADJUSTED GROSS 1NCOME.—For puiposes

22 of this subsection, the adjusted gross income of the tax-

23 payer for the taxable year shall be—

24 "(A) determined without regard to this sec-

25 tion and sections 221, 911, and 931, and
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1 "(B) increased by the amount of interest of

2 the taxpayer which is exempt from tax for the

3 taxable year.

4 "(c) BASE AMOUNT.—FOr purposes of this section, the

5 term 'base amount' means—

6 "(1) except as otherwise provided in this subsec-

7 tion, $25,000,

8 "(2) $32,000, in the case of a joint return, and

9 "(3) zero, in the case of a taxpayer who—

10 "(A) is married at the close of the taxable

11 year (within the meaning of section 143) but does

12 not file a joint return for such year, and

13 "(B) does not live apart from his spouse at

14 all times during the taxable year.

15 "(d) SOCIAL SECURITY BENEFIT.—

16 "(1) iN GENERAL.—For purposes of this section,

17 the term 'social security benefit' means any amount re-

18 ceived by the taxpayer by reason of entitlement to—

19 "(A) a monthly benefit under title ii of the

20 Social Security Act (determined without regard to

21 section 203(i) of the Social Security Act), or

22 "(B) a tier 1 railroad retirement benefit.

23 "(2) ADJUSTMENT FOR REPAYMENTS DURING

24 YEAR.—
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1 "(A) IN GENERAL.—FOr purposes of this

2 section, the amount of social security benefits re-

3 ceived during any taxable year shall be reduced

4 by any repayment made by the taxpayer during

5 the taxable year of a social security benefit previ-

6 ously received by the taxpayer (whether or not

7 such benefit was received during the taxable

8 year).

9 "(B) DENIAL OF DEDUCTION.—If (but for

10 this subparagraph) any portion of the repayments

11 referred to in subparagraph (A) would have been

12 allowable as a deduction for the taxable year

13 under section 165, such portion shall be allowable

14 as a deduction only to the extent it exceeds the

15 social security benefits received by the taxpayer

16 during the taxable year (and not repaid during

17 such taxable year).

18 "(3) TIER .7 RAiLROAD RETiREMENT BENE-

19 FIT. —For purposes of paragraph (1), the term 'tier 1

20 railroad retirement benefit' means a monthly benefit

21 under section 3(a), 4(a), or 4(f) of the Railroad Retire-

22 ment Act of 1974.

23 "(e) LIMITATION ON AMOUNT INCLUDED WHERE

24 TAXPA YER RECEiVES LUMP-SUM PAYMENT.—

25 "(1) L1MITAT10N.—If—
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1 "(A) any portion of a lump-sum payment of

2 social security benefits received during the taxable

3 year is attributable to prior taxable years, and

4 "(B) the taxpayer makes an election under

5 this subsection for the taxable year,

6 then the amount included in gross income under this section

7 for the taxable year by reason of the receipt of such portion

8 shall not exceed the sum of the increases in gross income

9 under this chapter for prior taxable years which would result

10 solely from taking into account such portion in the taxable

11 years to which it is attributable.

12 "(2) SPECIAL RULES.—

13 "(A) YEAR TO WHICH BENEFIT ATTRIBUT-

14 ABLE.—For purposes of this subsection, a social

15 security benefit is attributable to a taxable year if

16 the generally applicable payment date for such

17 benefit occurred during such taxable year.

18 "(B) ELECTION.—An election under this

19 subsection shall be made at such time and in such

20 manner as the Secretary shall by regulations pre-

21 scribe. Such election, once made, may be revoked

22 only with the consent of the Secretary.

23 "(f) TREATMENT AS PENSION OR ANNUITY FOR CER-

24 TAIN PURPOSES.—FOT purposes of—

25 "(1) section 43(c)(2) (defining earned income),
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1 "(2) section 219(f) (1) (defining compensation),

2 "('3,) section 221 (b,) (2) (defining earned income),

3

4 "(4) section 911(b) (1) (defining foreign earned

5 income),

6 any social security benefit shall be treated as an amount re-

7 ceived as a pension or annuity. ".

8 (b) iNFORMATION REP0RTING.—Subpart B of part'

9 lii of subchapter A of chapter 61 of such Code (relating to

10 information concerning transactions with other persons) is

11 amended by adding at the end thereof the following new sec-

12 tion:

13 "SEC. 6050F. RETURNS RELATING TO SOCIAL SECURITY BENE-

14 FITS.

15 "(a) REQUIREMENT OF REPORTING.—The appropri-

16 ate Federal official shall make a return, according to the

17 forms and regulations prescribed by the Secretary, setting

18 forth—

19 "(1) the—

20 "(A) aggregate amount of social security

21 benefits paid with respect to any individual

22 during any calendar year, and

23 "(B) aggregate amount of social security

24 benefits repaid by' such individual during such

25 calendar year, and
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1 "(2) the name and address of such individual.

2 "(b) STATEMENTS To BE FURNISHED TO INDIVID-

3 UALS WITH RESPECT TO WHOM INFORMATION IS FUR-

4 NISHED.—Every person making a return under subsection

5 (a) shall furnish to each individual whose name is set forth

6 in such return a written statement showing—

7 "(1) the name of the agency making the pay-

8 ments, and

9 "(2) the aggregate amount of payments, of repay-

10 ments, and of reductions, with respect to the individual

11 as shown on such return.

12 The written statement required under the preceding sentence

13 shall be furnished to the individual on or before January 31

14 of the year following the calendar year for which the return

15 under subsection (a) was made.

16 "(c) DEFINITIONS. —For purposes of this section—

17 "(1) APPROPRIATE FEDERAL OFFICIAL.—T/ie

18 term 'appropriate Federal official' means—

19 "(A) the Secretary of Health and Human

20 Services in the case of social security benefits de-

21 scribed in section 86(d) (1) (A), and

22 "(B) the Railroad Retirement Board in the

23 case of social security benefits described in section

24 86(d) (1) (B).
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1 "(2) SOCIAL SECURITY BENEFIT.—The term

2 'social security benefit' has the meaning given to such

3 term by section 86(d)(1). ".

4 (c) TREATMENT OF NONRESIDENT ALIENS.—

5 (1) AMENDMENT OF SECTION 871(a).—Subsec-

6 tion (a) of section 871. of such Code (relating to tax on

7 income not connected with United States business) is

8 amended by adding at the end thereof the following

9 new paragraph:

10 "(3) TAXATION OF SOCIAL SECURITY BENE-

11 FITS.—For purposes of this section and section

12 1441—

13 "(A) one-half of any social security benefit

14 (as defined in section 86(d)) shall be included in

15 gross incOme, and

16 "(B) section 86 shall not apply. ".

17 (2) DISCLOSURE OF INFORMATION TO SOCIAL

18 SECURITY ADMINISTRATION OR RAILROAD RETIRE-

19 MENT BOARD.—

20 (A) iN GENERAL.—Subsectjon (h) of section

21 6103 of such Code (relating to disclosure to cer-

22 tam Federal officers and employees for purposes

23 of tax administration, etc.) is amended by adding

24 at the end thereof the following new paragraph:
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1 "(6) SOCIAL SECURITY BENEFITS.—Upofl writ-

2 ten request, the Secretary may disclose available

3 return information from the master files of the Internal

4 Revenue Service with respect to the address and status

5 of an individual as a nonresident alien or as a citizen

6 or resident of the United States to the Social Security

7 Administration or the Railroad Retirement Board for

8 purposes of carrying out its responsibilities under sec-

9 lion 1441 with respect to social security benefits (as

10 defined in section 86(d)). ".

11 (B) CONFORMING AMENDMENT.—Para-

12 graph (4) of section 6103(p) of such Code (relat-

13 ing to safeguards) is amended by inserting

14 "(h)(6)," after "(h)(2),"in the material preceding

15 subparagraph (A) and in subparagraph (F)(ii)

16 thereof.

17 (d) SOCIAL SECURITY BENEFITS TREATED AS

18 UNITED STATES SOURCED.—Subsection (a) of section 861

19 of such Code (relating to income from sources within the

20 United States) is amended by adding at the end thereof the

21 following new paragraph:

22 "'8) SOCIAL SECURITY BENEFITS.—Any social

23 security benefit (as defined in section 86(d)). ".

24 (e) TRANSFERS TO TRUST FUNDS.—
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1 (1) IN GENERAL.—There are hereby appropriated

2 to each payor fund amounts equivalent to the aggregate

3 increase in tax liabilities under chapter 1 of the Inter-

4 nal Revenue Code of 1954 which is attributable to the

5 application of sections 86 and 871 (a) (3) of such Code

6 (as added by this section) to payments from such payor

7 fund.

8 (2) TRANSFERS.—The amounts appropriated by

9 paragraph (1) to any payor fund shall be transferred

10 from time to time (but not less frequently than quarter-

11 ly) from the general fund of the Treasury on the basis

12 of estimates made by the Secretary of the Treasury of

13 the amounts referred to in such paragraph. Any such

14 quarterly payment shall be made on the first day of

15 such quarter and shall take into account social security

16 benefits estimated to be received during such quarter.

17 Proper adjustments shall be made in the amounts sub-

18 sequently transferred to the extent prior estimates were

19 in excess of or less than the amounts required to be

20 transferred.

21 (3) DEFINITIONS.—For purposes of this subsec-

22 tion—

23 (A) PAYOR FUND.—The term "payor fund"

24 means any trust fund or account from which pay-

25 menls of social security benefits are made.
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1 (B) SOCIAL SECURITY BENEFITS.—The

2 term "social security benefits" has the meaning

3 given such term by section 86(d)(1) of the Inter-

4 nal Revenue Code of 1954.

5 (4) REPORTS.—The Secretary of the Treasury

6 shall submit annual reports to the Congress and to the

7 Secretary of Health and Human Services and the

8 Railroad Retirement Board on—

9 (A) the transfers made under this subsection

10 during the year, and the methodology used in de-

11 termining the amount of such transfers and the

12 funds or account to which made, and

13 (B) the anticipated operation of this subsec-

14 tion during the next 5 years.

15 (f) TECHNICAL AMENDMENTS.—

16 (1) Subsection (a) of section 85 of such Code is

17 amended by striking out "this section," and inserting

18 in lieu thereof "this section, section 86, ".

19 (2) Subparagraph (B) of section 128(c) (3) of such

20 Code (as in effect for taxable years beginning after De-

21 cember 31, 1984) is amended by striking out "85,"

22 and inserting in lieu thereof "85, 86, ".

23 (3) The table of sections for part II of subchapter

24 B of chapter 1 of such Code is amended by striking
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1 out the item relating to section 86 and inserting in lieu

2 thereof the following.

"Sec. 86. Social security and tier 1 railroad retirement benefits.
"Sec. 87. Alcohol fuel credit. '

3 (4) The table of sections for subpart B of part III

4 of subchapter A of chapter 61 of such Code is amended

5 by adding at the end thereof the following new item.

"Sec. 6050F. Returns relating to social security benefits. '

6 (g) EFFE CT! VE DATES. —

7 (1) IN GENERAL.—Except as provided in para-

8 graph (2), the amendments made by this section shall

9 apply to benefits received after December 31, 1983, in

10 taxable years ending after such date.

11 (2) TREATMENT OF CERTAIN LUMP-SUM PAY-

12 MENTS RECEIVED AFTER DECEMBER 31, 1983.—The

13 amendments made by this section shall not apply to

14 any portion of a lump-sum payment of social security

15 benefits (as defined in section 86(d) of the Internal

16 Revenue Code of 1954) received after December 31,

17 1983, if the generally applicable payment date for such

18 portion was before January 1, 1984.

19 SEC. 132. ACCELERATION OF INCREA SES IN FKA TAXES; 1984

20 EMPLOYEE TAX CREDIT.

21 (a) ACCELERATION OF INCREASES IN FICA

22 TAXES.—

23 (1) TAX ON EMPLOYEE5.—Subsection (a) of sec-

24 tion 3101 of the Internal Revenue Code of 1954 (relat-
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1 ing to rate of tax on employees for old-age, survivors,

2 and disability insurance) is amended by striking out

3 paragraphs (1) through (7) and inserting in lieu there-

4 of the following.

"In cases of wages received The rate shall be:
during:

1984, 1985, 1986, or 1987 5.7 percenl

1988 or 1989 6.06 percenl
1990 or thereafter 6.2 percenl. '

5 (2) EMPLOYER TAX.—Subsection (a) of section

6 3111 of such Code is amended by striking out para-

7 graphs (1) through (7) and inserting in lieu thereof the

8 following:

"In cases of wages paid during: The rate shall be:
1984, 1985, 1986, or 1987 5. 7 percenl
1988 or 1989 6.06 percenl
1990 or thereafter 6.2 percent.

9 (3) EFFECTIVE DATE.—The amendments made

10 by this subsection shall apply to remuneration paid

11 after December 31, 1983.

12 (b) 1984 EMPLOYEE TAX CREDIT.—

13 (1) IN GENERAL.—Chapter 25 of such Code is

14 amended by adding at the end thereof the following

15 new section:

16 "SEC. 3510. CREDIT FOR INCREASED SOCIAL SECURITY EM-

17 PLO YEE TAXES AND RAILROAD RETIREMENT

18 TIER 1 EMPLO YEE TAXES IMPOSED DURING 1984.

19 "(a) GENERAL RULE.—There shall be allowed as a

20 credit against the tax imposed by section 3101(a) on wages
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1 received during 1984 an amount equal to of 1 percent of

2 the wages so received.

3 "(1.) TIME CREDIT ALLOWED.—The credit under sub-

4 section (a) shall be taken into account in determining the

5 amount of the tax deducted under section 3102(a).

6 "(c) WAGES.—FOr purposes of this section, the term

7 'wages' has the meaning given to such term by section

8 3121(a).

9 "(d) APPLICATION TO AGREEMENTS UNDER SEC-

10 TION 218 OF THE SOCIAL SECURITY ACT.—For purposes

11 of determining amounts equivalent to the tax imposed by sec-

12 tion 3101(a) with respect to remuneration which—

13 "(1) is covered by an agreement under section

14 218 of the Social Security Act, and

15 "(2) is paid during 1984,

16 the credit allowed by subsection (a) shall be taken into ac-

17 count. A similar rule shall also apply in the case of an agree-

18 ment under section 3121(l).

19 "(e) CREDIT AGAINST RAILROAD RETIREMENT EM-

20 PLOYEE AND EMPLOYEE REPRESENTATIVE TAXES.—

21 "(1) IN GENERAL. —There shall be allowed as a

22 credit against the taxes imposed by sections 3201 (a)

23 and 3211(a) on compensation paid during 1984 and

24 subject to such taxes an amount equal to of 1 per-

25 cent of such compensation.
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1 "(2) TIME CREDIT ALLOWED.—The credit under

2 paragraph (1) shall be taken into account in determin-

3 ing the amount of the tax deducted under section

4 3202 (a) (or the amount of the tax under section

5 3211(a)).

6 "(3) COMPENSATION.—For purposes of this sub-

7 section, the term 'compensation' has the meaning given

8 to such term by section 3231(e).

9 "(f) COORDINATION WITH SECTION 6413(c).—For

10 purposes of subsection (c) of section 6413, in determining the

11 amount of the tax imposed by section 3101 or 3201, any

12 credit allowed by this section shall be taken into account. ".

13 (2) CLERICAL AMENDMENT.—The table of sec-

14 tions for chapter 25 of such Code is amended by

15 adding at the end thereof the following new item:

"Sec. 3510. Credit for increased social security employee taxes and
railroad retirement tier 1 employee taxes imposed
during 1984. ".

16 (3) EFFECTIVE DATE.—The amendments made

17 by this subsection shall apply to remuneration paid

18 during 1984.

19 (4) DEPOSITS IN SOCIAL SECURITY TRUST

20 FUNDS.—For purposes of subsection (Ii) of section 218

21 of the Social Security Act (relating to deposits in

22 social security trust funds of amounts received under

23 section 218 agreements), amounts allowed as a credit

24 pursuant to subsection (d) of section 3510 of the inter-
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1 nal Revenue Code of 1954 (relating to credit for remu-

2 neration paid during 1984 which is covered under an

3 agreement under section 218 of the Social Security

4 Act) shall be treated as amounts received under such

5 an agreement.

6 (5) DEPOSITS IN RAILROAD RETIREMENT AC-

7 COUNT.—For purposes of subsection (a) of section 15

8 of the Railroad Retirement Act of 1974, amounts al-

9 lowed as a credit under subsection (e) of section 3510

10 of the Internal Revenue Code of 1954 shall be treated

11 as amounts covered into the Treasury under subsection

12 (a) of section 3201 of such Code.

13 (6) STATEMENTS FURNISHED TO EMPLOY-

14 EES.—Any written statement which is required to be

15 furnished to an employee under section 6051 (a) with

16 respect to remuneration paid during 1984 shall in-

17 dude—

18 (A) the total amount which would have been

19 deducted and withheld as a tax under section

20 3101 if the credit allowable under section 3510

21 had not been taken into account, and

22 (B) the amount of the credit allowable under

23 section 3510.
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1 SEC. 133. TAXES ON SELF-EMPLOYMENT INCOME; CREDIT

2 AGAINST SUCH TAXES.

3 (a) INCREASE IN RATES.—Subsections (a) and (b) of

4 section 1401 of the Internal Revenue Code of 1954 (relating

5 to rates of tax on self-employment income) are amended to

6 read as follows:

7 "(a) OLD-AGE, SURVIVORS, AND DISABILITY INSUR-

8 ANCE.—In addition to other taxes, there shall be imposed for

9 each taxable year, on the self-employment income of every

10 individual, a tax equal to the following percent of the amount

11 of the self-employment income for such taxable year:

"In the case of a taxable year

Beginning after: And before: PercenL

December 31, 1983 January 1, 1988 11.40

December 31, 1987 January 1, 1990 12.12

December 31, 1989 12.40

12 "(b) HOSPITAL INS URANCE.—In addition to the tax

13 imposed by the preceding subsection, there shall be imposed

14 for each taxable year, on the self-employment income of every

15 individual, a tax equal to the following percent of the amount

16 of the self-employment income for such taxable year:

"In the case of a taxable year

Beginning after: And before: PercenL

December 31, 1983 January 1, 1985 2.60

December 31, 1984 January 1, 1986 2.70

December 31, 1985 2.90.
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1 (b) CREDIT AGAINST SELF-EMPLOYMENT TAXES.—

2 Section 1401 of such Code is amended by redesignating sub-

3 section (c) as subsection (d) and by inserting after subsection

4 (h) the following new subsection.

5 "(c) CREDIT AGAINST TAXES IMPOSED BY THIS

6 SECTION.—

7 "(1) IN GENERAL.—There shall be allowed as a

8 credit against the taxes imposed by this section for any

9 taxable year an amount equal to the applicable percent-

10 age of the self-employment income of the individual for

11 such taxable year.

12 "(2) APPLICABLE PERCENTAGE.—For purposes

13 of paragraph (1), the applicable percentage shall be de-

14 termined in accordance with the following table.
"In the case of taxable The applicable

years beginning in: percentage is:
1984 2.9
1985 2.5
1986 2.2
1987, 1988, or 1989 2.1
1990 or thereafter 2.3. ".

15 (c) EFFECTIVE DATE.-.—The amendments made by this

16 section shall apply to taxable years beginning after December

17 31, 1983.

18 PART D—MISCELLANEOUS FINANCING PROVISIONS

19 ALLOCATIONS TO DISABILITY INSURANCE TRUST FUND

20 SEC. 141. (a) Section 201 (b) (1) of the Social Security

21 Act is amended by striking out clauses (K) through (M) and

22 inserting in lieu thereof the following: "(K) 1.65 per centum of
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I the wages (as so defined.) paid after December 3, I and

2 before January 1, 1984, and so reported, L) I per centum of

3 the wages (as so defined) paid after Dceniher 31. 1983, and

4 before January 1, 1988, and so reportel, "M) 1.06 per

5 cen turn. of the wages (as so defined,) paid after December 31,

6 1987, and before January 1, 1990, and so reported. (N) 1.20

7 per cent urn of the wages (as so defined,) paid after December

8 31, 1989, and before January 1, 2000, and (1L) 1.30 per

9 centum of the waycs (as so defined paid after December 31,

10 1999, and so reported, '

11 (b,) Section 201 (hX2) of such Act is amended by striking

12 out clauses (K) through ('M) and inserting in lieu thereof the

13 following: "('K,) 1.2375 per centurn of the amount of self-

14 employment income (as so defined) so reported for any taxable

15 year beginning after December31, 1981, and before January 1,

16 1984, (L) 1 per centurn of the amount of self-employment

17 income (as so defined) so reported for any taxable year

18 beginning after December 31, 1983, and before January 1,

19 1988, (M) 1.06 per centum of the amount of self-employment

20 income (as so (Ie7lne) so reported for any taxable year

21 beginning after December 31, 1987, and before January 1,

22 1990, (N) 1.20 per cenlum of the self-employment income (as

23 so defvned so reported for any taxable year heginuiing after

24 December 31, 198i, and before January 1, 2000, and (M)

25 1.30 per cenlum of the amov'rit of self-employment income (as
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1 so defined) so reported for any taxable year beginning after

2 December 31, 1999, ".

3 INTERFUND BORROWING EXTENSION

4 SEc. 142. (a)(1) Section 201 (1) (1) of the Social Secu-

5 rity Act is amended—

6 (A) by striking out "January 1983" and insert-

7 ing in lieu thereof "January 1988"; and

8 (B) by inserting after "or" the second place it ap-

9 pears ", subject to paragraph (5), ".

10 (2) (A) Section 201 (1) (2) of sac/i Act is amended—

11 (i) by striking out "from time to time" and insert-

12 ing in lieu thereof "on the last day of each month after

13 such loan is made "

14 (Vii) by striking out "interest" and inserting in

15 lieu thereof "the total interest accrued to such day'

16 and

17 ('ui,) by striking out "the loan were an investment

18 under subsection (di' and inserting in lieu thereof

19 "such amount had remained in the Depositary Account

20 established with respect to such lending Trust Fund

21 under subsection (d) or section 1817(e) ".

22 (B) The amendment made by th.is paragraph shall

23 apply with respect to months beginning more than thirty days

24 after the date of enactment of this Act.

25 (3) Section 201(0(3) of such Act is amended—
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1 (A) by inserting "(A)" after the paragraph desig-

2 nation; and

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

4 new subparagraphs:

5 "(B)(i) If on the last day of any year after a loan has

6 been made under paragraph (1) by the Federal Hospital In-

7 surance Trust Fund to the Federal Old Age and Survivors

8 Trust Fund or the Federal Disability Insurance Trust

9 Fund, the Managing Trustee determines that the OASDI

10 trlLst fund ratio exceeds 15 percent, he shall transfer from the

11 borrowing Trust Fund to the Federal Hospital Insurance

12 Trust Fund an amount that—

13 "(1) together with any amounts transferred from

14 another borrowing Trust Fund under this paragraph

15 for such year, will reduce the OASDI trust fund ratio

16 to 15 percent, and

17 "(II) does not exceed the outstanding balance of

18 such loan.

19 "(ii) Amounts required to be transferred under clause

20 (i) shall be transferred on the last day of the first month of

21 the year succeeding the year in which the determination de-

22 scribed in clause (i) is made.

23 "(iii) For purposes of thissubparagraph, the term

24 'OASD1 trust fund ratio' means, with respect to any calen-

25 dar year, the ratio of—

S I RS



135

1 "(1) the combined balance in the Federal Old Age

2 and Survivors Insurance Trust Fund and the Federal

3 Disability insurance Trust Fund, reduced by the out-

4 standing amount of any loan (including interest there-

5 on) theretofore made to either such Fund from the Fed-

6 eral Hospital insurance Trust Fund, as of the last day

7 of such calendar year, to

8 "(ii) the amount estimated by the Secretary to be

9 the total amount to be paid from the Federal Old Age

10 and Survivors insurance Trust Fund and the Federal

11 Disability insurance Trust Fund during the calendar

12 year following such calendar year for all purposes au-

13 thorized by section 201 (other than payments of inter-

14 est on, and repayments of, loans from the Federal Hos-

15 pital insurance Trust Fund under paragraph (1)),. but

16 excluding any transfer payments between such trust

17 funds and reducing the amount of any transfer to the

18 Railroad Retirement Account by the amount of any

19 transfers into either such trust fund from that Account.

20 "(C,)(i) The full amount of all loans made under para-

21 graph (1) (whether made before or after January 1, 1983)

22 shall be repaid at the earliest feasible date and in any event

23 no later than December 31, 1989.

24 "(ii) For the period after December 31, 1987, and

25 before January 1, 1990, the Managing Trustee shall transfer
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1 each month to the Federal Hospital Insurance Trust Fund

2 from any Trust Fund with any amount outstanding on a

3 loan made from the Federal Hospital Insurance Trust Fund

4 under paragraph (1) an amount equal to one twenty-fourth of

5 the amount owed to the Federal Hospital Insurance Trust

6 Fund by such Trust Fund at the beginning of such period

7 (plus the interest accrued on the outstanding balance of such

8 loan during such month). ".

9 (4) Section 201(l) of such Act is further amended by

10 adding at the end thereof the following new paragraph:

11 "(5)(A) No amounts may be borrowed from the Federal

12 Hospital Insurance Trust Fund under paragraph (1) during

13 any month if the Hospital Insurance Trust Fund ratio for

14 such month is less than 10 percent.

15 "(B) For purposes of this paragraph, the term 'Hospital

16 Insurance trust fund ratio' means, with respect to any

17 month, the ratio of—

18 "(i) the balance in the Federal Hospital Insur-

19 ance Trust Fund, reduced by the outstanding amount

20 of any loan (including interest thereon) theretofore

21 made to such Trust Fund under this subsection, as of

22 the last day of the second month preceding such month,

23 to

24 "(ii) the amount obtained by multiplying by

25 twelve the total amount which (as estimated by the
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1 Secretary) will be paid from the Federal Hospital in-

2 surance Trust Fund during the month for which such

3 ratio is to be determined (other than payments of inter-

4 est on, or repayments of loans from another Trust

5 Fund under this subsection), and reducing the amount

6 of any transfers to the Railroad Retirement Account by

7 the amount of any transfer into the Hospital insurance

8 Trust Fund from that Account. ".

9 (b)(1) Section 1817(j) (1) of such Act is amended—

10 (A) by striking out "January 1983" and insert-

11 ing in lieu thereof "January 1988"; and

12 (B) by inserting ", subject to paragraph (5),"

13 after "may".

14 (2)(A) Section 1817(j) (2) of such Act is amended—

15 (i) by striking out "from time to time" and insert-

16 ing in lieu thereof "on the last day of each month after

17 such loan is made '

18 (ii) by striking out "interest" and inserting in

19 lieu thereof "the total interest accrued to such day";

20 and

21 (iii) by striking out "the loan were an investment

22 under subsection (c)" and inserting in lieu thereof

23 'such amount had remained in the Depositary Account

24 established wit/i respect to such lending Trust Fund

25 under section 201(d) ".
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1 (B) The amendment made by this paragraph shall

2 apply with respect to months beginning more than 30 days

3 after the date of enactment of this Act.

4 (3) Section 1817(j) (3) of such Act is amended—

5 (A) by inserting "(A)" after the paragraph desig-

6 nation, and

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

8 new subparagraphs:

9 "(B)(i) If on the last day of any year after a loan has

10 been made under paragraph (1) by the Federal Old Age and

11 Survivors Insurance Trust Fund or the Federal Disability

12 Insurance Trust Fund to the Federal Hospital Insurance

13 Trust Fund, the Managing Trustee determines that the Hos-

14 pital Insurance Trust Fund ratio exceeds 15 percent, he

15 shall transfer from such Trust Fund to the lending trust fund

16 an amount that—

17 "(1) together with any amounts transferred to an-

18 other lending trust fund under this paragraph for such

19 year, will reduce Hospital Insurance Trust Fund ratio

20 to 15 percent; and

21 "(II) does not exceed the outstanding balance of

22 such loan.

23 "(ii) Amounts required to be transferred under clause

24 (i) shall be transferred on the last day of the first month of
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1 the year succeeding the year in which the determination de-

2 scribed in clause (i) is made.

3 "(iii) For purposes of this subparagraph, the term 'Hos-

4 pital Insurance Trust Fund ratio' means, with respect to any

5 calendar year, the ratio of—

6 "(1) the balance in the Federal Hospital Insur-

7 ance Trust Fund, reduced by the amount of any out-

8 standing loan (including interest thereon) from the

9 Federal Old Age and Survivors Insurance Trust Fund

10 and the Federal Disability Insurance Trust Fund, as

11 of the last day of such calendar year; to

12 "(II) the amount estimated by the Secretary to be

13 the total amount to be paid from the Federal Hospital

14 Insurance Trust Fund during the calendar year fol-.

15 lowing such calendar year (other than payments of in-

16 terest on, and repayments of, loans from the Federal

17 Old Age and Survivors Insurance Trust Fund and the

18 Federal Disability Insurance Trust Fund under para-

19 graph (1)), and reducing the amount of any transfer to

20 the Railroad Retirement Account by the amount of any

21 transfers into such Trust Fund from the Railroad Re-

22 tirement Account.

23 "(U,)(i) The full amount of all loans made under para-

24 graph (1) (whether made before or after January 1, 1983)
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1 shall be repaid at the earliest feasible date awl ii a;y even:

2 no later than December 31, 1989. ".

3 "('ii,) For the period after December 31, 1987 and before

4 January 1, 1990, the Managing Trustee shall transfer each

5 month from the Federal Hospital insurance Trust Fund to

6 any Trust Fund that is owed any amount by the Federal

7 Hospital Insurance Trust Fund on a loan made under para-

8 graph (1), an amount equal to 1/24 of the amount owed to

9 such Trust Fund by the Federal Hospital Insurance Trust

10 Fund at the beginning of such period (plus the interest ac-

11 crued on the outstanding balance of such loan during such

12 month). ".

13 (4) Section 1817(j) of such Act is further amended by

14 adding at the end thereof the following new paragraph:

15 "('ô,)(A) No amounts may be loaned by the Federal Old

16 Age and Survivors insurance Trust Fund or the Federal

17 Disability Insurance Trust Fund under paragraph (1)

18 during any month if the OASDI trust fund ratio for such

19 month is less than 10 percent.

20 "(B) For purposes of this paragraph, the term 'OASDI

21 trust fund ratio' means, with respect to any month, the ratio

22 of—

23 "(i) the combined balance in the Federal Old Age

24 and Survivors Insurance Trust Fund and the Federal

25 Disability insurance Trust Fund, reduced by the out-
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1 standing amount of any loan ('including interest there-

2 on) theretofore made to either such Trust Fund from

3 the Federal Hospital Insurance Trust Fund under sec-

4 tion 201W, as of the last day of the second month pre-

5 ceding such month, to

6 "('ii,) the amount obtained by multiplying by

7 twelve the total amount which (as estimated by the

8 Secretary) will be paid from the Federal Old Age and

9 Survivors Insurance Trust Fund and the Federal Dis-

10 ability Insurance Trust Fund during the month for

11 which such ratio is to be determined for all purposes

12 authorized by section 201 ('other than payments of in-

13 terest on, or repayments of, loans from the Federal

14 Hospital Insurance Trust Fund under section 201(1,),),

15 but excluding any transfer payments between such

16 trust funds and reducing the amount of any transfers

17 to the Railroad Retirement Account by the amount of

18 any transfeiw into either such trust fund from that Ac-

19 count.".

20 CREDITING AMOUNTS OF UNNEGOTIA TED CHECKS TO

21 TRUST FUNDS

22 SEc. 143. (a) The Secretary of the Treasury shall take

23 such actions as may be necesRary to ensure that amounts of

24 check$ for benefits under title Ii of the Social Security Act

25 which have not been presented for payment within a reason-
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1 able length of time (not to exceed twelve months) after issu-

2 ance are credited to the Federal Old-Age and Stirvivors In-

3 surance Trust Fund or the Federal Disability Insurance

4 Trust Fund, whichever may be the fund from which the check

5 was issued. Amounts of any such check shall be recharged to

6 the fund from which they were issued if payment is subse-

7 quently made on such check.

8 (b)(1) The Secretary of the Treasury shall transfer from

9 the general fund of the Treasury to the Federal Old-Age and

10 Survivors Insurance Trust Fund and to the Federal Disabil-

11 ity Insurance Trust Fund, as appropriate, such sums as may

12 be necessary to reimburse such Trust Funds in the total

13 amounts of all currently unnegotiated benefit checks. After

14 the amounts appropriated by this subsection have been trans-

15 ferred to the Trust Funds, the provisions of subsection (a)

16 shall be applicable. There are hereby appropriated into such

17 Trust Funds such sums as may be necessary to reimburse

18 such Trust Funds for the amount of currently unnegotiated

19 benefit checks. The first such transfer shall be made within

20 thirty days after the date of the enactment of this Act with

21 respect to all such unnegotiated checks as of such date of

22 enactment.

23 (2) As used in paragraph (1), the term "currently unne-

24 gotiated benefit checks" means the checks issued under title

25 II of the Social Security Act prior to the date of the enact-
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1 ment of this Act, which remain unnegotiated after the twelfth

2 month following the date on which they were issued.

3 TRANSFER TO TRUST FUNDS FOR BENEFITS

4 ATTRIBUTABLE TO MILITARY SERVICE BEFORE 1957

5 SEC. 144. (a) Section 217(g) of the Social Security Act

6 is amended to read as follows:

7 "APPROPRIATION TO TRUST FUNDS

8 "(g)(1) Within thirty days after the date of the enact-

9 ment of the Social Security Amendments of 1983, the Secre-

10 tar'y shall determine the amount equal to the excess of—

11 "(A) the actuarial present value as of such date of

12 enactment of the past and future benefit payments from

13 the Federal Old-Age and Survivors Insurance Trust

14 Fund, the Federal Disability Insurance Trust Fund,

15 and the Federal Hospital Insurance Trust Fund under

16 this title and title XVIII, together with associated ad-

17 ministrative costs, resulting from the operation of this

18 section (other than this subsection) and section 210 of

19 this Act as in effect before the enactment of the Social

20 Security Act Amendments of 1950, over

21 "(B) any amounts previously transferred from the

22 general fund of the Treasury to such Trust Funds pur-

23 suant to the provisions of this subsection as in effect

24 immediately before the date of the enactment of the

25 Social Security Amendments of 1983.
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1 Such actuarial present value shall be based on the relevant

2 actuarial assumptions set forth in the report of the Board of

3 Trustees of each such Trust Fund for 1983 under sections

4 201(c) and 1817(b). Within thirty days after the date of the

5 enactment of the Social Security Amendments of 1983, the

6 Secretary of the Treasury shall transfer the amount deter-

7 mined under this paragraph with respect to each such Trust

8 Fund to such Trust Fund from amounts in the general fund

9 of the Treasury not otherwise appropriated.

10 "(2) The Secretary shall revise the amount determined

11 under paragraph (1) with respect to each such Trust Fund in

12 1985 and each fifth year thereafter, as determined appropri-

13 ate by the Secretary from data which becomes available to

14 him after the date of the determination under paragraph (1)

15 on the basis of the amount of benefits and administrative

16 expenses actually paid from such Trust Fund under this title

17 or title XVJJJ and the relevant actuarial assumptions set

18 forth in the report of the Board of Trustees of such Trust

19 Fund for such year under section 201(c) or 1817(b). Within

20 30 days after any such revision, the Secretary of the Treas-

21 ury, to the extent provided in advance in appropriation Acts,

22 shall transfer to such Trust Fund, from amounts in the gen-

23 eral fund of the Treasury not otherwise appropriated, or from

24 such Trust Fund to the general fund of the Treasury, such
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1 amounts as the Secretary of the Treasury determines neces-

2 sary to compensate for such revision. '

3 PAYMENTS TO TRUST FUNDS OF AMOUNTS EQUIVALENT

4 TO TAXES ON SERVICE IN THE UNIFORMED SERV-

5 ICES PERFORMED AFTER 1956

6 SEC. 145. (a) Section 229(b) of the Social Security

7 Act is amended to read as follows:

8 "(b) There are authorized to be appropriated to each of

9 the Trust Funds, consisting of the Federal Old-Age and Sur-

10 vivors Insurance Trust, the Federal Disability Insurance

11 Trust Fund, and the Federal Hospital Insurance Trust

12 Fund, for transfer on July 1 of each calendar year to such

13 Trust Fund from amounts in the general fund in the Treas-

14 ury not otherwise appropriated, an amount equal to the total

15 of the additional amounts which would be appropriated to

16 such Trust Fund for the fiscal year ending September 30 of

17 such calendar year under section 201 or 1817 of this Act if

18 the amounts of the additional wages deemed to have been paid

19 for such calendar year by reason of subsection (a) constituted

20 remuneration for employment (as defined in section 3121(b)

21 of the Internal Revenue Code of 1954) for purposes of the

22 taxes imposed by sections 3101 and 3111 of the Internal

23 Revenue Code of 1954. Amounts authorized to be appropri-

24 ated under this subsection for transfer on July 1 of each cal-

25 endar year shall be determined on the basis of estimates of
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1 the Secretary of the wages deemed to be paid for such calen-

2 dar year under subsection (a); and proper adjustments shall

3 be made in amounts authorized to be appropriated for subse-

4 quent transfer to the extent prior estimates were in excess of

5 or were less than such wages so deemed to be paid. ".

6 (1) The amendment made by subsection (a) shall be ef-

7 fective with respect to wages deemed to have been paid for

8 calendar years after 1983.

9 (c) (1) Within thirty days after the date of the enactment

10 of this Act, the Secretary of Health and Human Services

11 shall determine the additional amounts which would have

12 been appropriated into the Federal Old-Age and Survivors

13 insurance Trust Fund, the Federal Disability insurance

14 Trust Fund, and the Federal Hospital insurance Trust

15 Fund under sections 201 and 1817 of the Social Security

16 Act, if the additional wages deemed to have been paid under

17 section 229(a) of the Social Security Act prior to 1984 had

18 constituted remuneration for employment (as defined in sec-

19 tion 3121(b) of the internal Revenue Code of 1954) for pur-

20 poses of the taxes imposed by sections 3101 and 3111 of the

21 internal Revenue Code of 1954, and the amount of interest

22 which would have been earned on such amounts if they had

23 been so appropriated.

24 (2)(A) The Secretary of the Treasury shall, within

25 thirty days after the date of the enactment of this Act, trans-
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1 fer into each such Trust Fund, from the general fund in the

2 Treasury, an amount equal to the amount determined with

3 respect to such Trust Fund under paragraph (1), less any

4 amount appropriated into such Trust Fund under the provi-

5 sions of section 229(b) of the Social Security Act prior to the

6 date of the determination made under paragraph (1) with re-

7 spect to wages deemed to have been paid for calendar years

8 prior to 1984. There are hereby appropriated into such Trust

9 Funds sums equal to the amounts to be transferred in accord-

10 ance wit/i this subparagraph into such Trust Funds.

11 (B) The Secretary shall revise the amount determined

12 under subparagraph (A) within one year after the date of the

13 transfer made under paragraph (1), as warranted by data

14 which may become available to him after the date of the

15 transfer under subparagraph (A) based upon actual benefits

16 paid under this title and title XVIII. Any amounts deter-

17 mined to be needed for transfer shall be transferred by the

18 Secretary of the Treasury into the appropriate Trust Fund

19 from the general fund in the Treasury, or out of the appropri-

20 ate Trust Fund into the general fund in the Treasury, as

21 may be appropriate. There are authorized to be appropriated

22 to such Trust Funds sums equal to the amounts to be trans-

23 ferred in accordance with this subparagraph into such Trust

24 Funds.
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1 TRUST FUND INVESTMENT pRocEmrl?E

2 SEC. 146. ('a) Section 201 of the Socal Security Act is

3 amended by striking out subsections ('d), (e), and (' and in-

4 serting in lieu thereof the following new subsections:

5 "('d) There are hereby created on the books of the Treas-

6 wry o the United States an account to be known as the Old-

7 Age and Survivors Insurance Depositary Account and an

8 account to be known as the Disability Insurance Depositary

9 Account.

10 "(e) The Managing Trustee shall deposit that portion of

11 the Federal Old-Age and Survivors Insurance Trust Fund

12 not required to meet current withdrawals from such Trust

13 Fund in the Old-Age and Survivors Insurance Depositary

14 Account and that portion of the Federal Disability Insurance

15 Trust Fund not required to meet current withdrawals from

16 such Trust Fund in the Disability Insurance Depositary Ac-

11 7 count.

18 "('f,)('l) The Secretary of the Treasury may apply

19 moneys deposited in an account pursuant to subsection (e) in

20 any way in which he is authorized by law to apply moneys

21 in the general fund of the Treasury.

22 "(2)(A) Moneys deposited in an account pursuant to

23 subsection (e) shall be treated as indebtedness of the United

24 States for purposes of section 1305(2,) of title 31, United

25 States Code, and s/tall earn interest, payable monthly, in an
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1 amount equal to the product obtained by multiplying the

2 average balance of 'moneys in the account for such month by

3 the average market yield ('computed by the Managing Trustee

4 on the basis of market quotations as of the end of each busi-

5 ness day of such month) on all marketable interest-bearing

6 obligations of the United States then forming a part of the

7 public debt which are not due or callable until after the expi-

8 ration of four years from the end of such month, except that

9 'flower bonds' shall not be included in such computation.

10 "(B) For puiposes of this paragraph, the term 'flower

11 bond' means a United States Treasury bond which was

12 issued before March 4, 1971 and which may, at the option of

13 the duly constituted representatives of the estate of a deceased

14 individual, be redeemed at par (face) value, plus accrued in-

15 terest to the date of payment, if—

16 "(i) it was owned by such deceased individual at

17 the time of his death,

18 "(jii) it is part of the estate of such deceased mdi-

19 vidual, and

20 "(iii) such representatives authorize the Secretary

21 of the Treasury to apply the entire proceeds of the re-

22 demption of such bond to the payment of Federal estate

23 taxes.

24 "('3.) The Managing Trustee may withdraw moneys de-

25 posited in an account pursuant to subsection (e) whenever he
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1 determines that such moneys are necessary to meet current

2 withdrawals from the Trust Fund which deposited such

3 moneys, and the Secretary of the Treasury may sell obliga-

4 tions of the United States in the market in an amount not to

5 exceed the amount of such withdrawal if he determines that

6 such withdrawal necessitates an increase in the general fund

7 of the Treasury by an amount not exceeding such amount. ".

8 (b) Section 1817 of such Act is amended by striking out

9 subsections (c), (d), and (e) and inserting in lieu thereof the

10 following new subsections:

11 "(c) There is hereby created on the books of the Treas-

12 ury of the United States an account to be known as the Hos-

13 pital Insurance Depositary Account.

14 "(d) The Managing Trustee shall deposit that portion of

15 the Federal Hospital Insurance Trust Fund not required to

16 meet current withdrawals from such Trust Fund in the Hos-

17 pital Insurance Depositary Account.

18 "(e)(1) The Secretary of the Treasury may apply

19 moneys deposited in the account pursuant to subsection (d) in

20 any way in which he is authorized by law to apply moneys

21 in the general fund of the Treasury.

22 "(2)(A) Moneys deposited in the account pursuant to

23 subsection (d) shall be treated as indebtedness of the United

24 States for purposes of section 1305(2) of title 31, United

25 States Code, and shall earn interest, payable monthly, in an
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1 amount equal to the product obtained by. multiplying the

2 average balance of moneys in the account for such month by

3 the average market yield (computed by the Managing Trustee

4 on the basis of market quotations as of the end of each busi-

5 ness day of such month) on all marketable interest-bearing

6 obligations of the United States then forming a part of the

7 public debt which are not due or callable until after the expi-

8 ration of four years from the end of such month, except that

9 'flower bonds ' shall not be included in such computation.

10 "(B) For purposes of this paragraph, the term 'flower

11 bond' means a United States Treasury bond which was

12 issued before March 4, 1971, and which may, at the option of

13 the duly constituted representatives of the estate of a deceased

14 individual, be redeemed at par (face) value, plus accrued in-

15 terest to the date of payment, if—

16 "(i) it was owned by such deceased individual at

17 the time of his death,

18 "(ii) it is part of the estate of such deceased mdi-

19 vidual, and

20 "(iii) such representatives authorize the Secretary

21 of the Treasury to apply the entire proceeds of the re-

22 demption of such bond to the payment of Federal estate

23 taxes.

24 "(3) The Managing Trustee may withdraw moneys de-

25 posited in the account pursuant to subsection (d) whenever he
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1 determines that such moneys are necessary to rnt current

2 withdrawals from the Trust Fund, and the Secretary of the

3 Treasury may sell obligations of the United States in the

4 market in an amount not to exceed the amount of such with-

5 drawal if he determines that such withdrawal necessitates an

6 increase in the general fund of the Treasury by an amount

7 not exceeding such amount. ".

8 (c) Section 1841 of such Act is amended by striking out

9 subsections (c), (d), and (e) and inserting in lieu thereof the

10 following new subsections:

11 "(c) There is hereby established on the books of the

12 Treasury an account to be known as the Supplementary

13 Medical Insurance Depositary Account.

14 "(d) The Managing Trustee shall deposit that portion of

15 the Federal Supplementary Medical Insurance Trust Fund

16 not required to meet current withdrawals from such Trust

17 Fund in the Supplementary Medical Insurance Depositary

18 Account.

19 "(e)(1) The Secretary of the Treasury may apply

20 moneys deposited in the account pursuant to subsection (d) in

21 any way in which he is authorized by law to apply moneys

22 in the general fund of the Treasury.

23 "(2)(A) Moneys deposited in the account pursuant to

24 subsection (d) shall be treated as indebtedness of the United

25 States for purposes of section 1305(2) of title 31, United
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1 States Code, and shall earn interest, payable monthly, in an

2 amount equal to the product obtained by multiplying the

3 average balance of moneys in the account for such month by

4 the average market yield (computed by the Managing Trustee

5 on the basis of market quotations as of the end of each busi-

6 ness day of such month) on all marketable interest-bearing

7 obligations of the United States then forming a part of the

8 public debt which are not due or callable until after the expi-

9 ration of four years from the end of such month, except that

10 'flower bonds' shall not be included 'in such computation.

11 "(B) For purposes of this paragraph, the term 'flower

12 bond' means a United States Treasury bond which was

13 issued before March 4, 1971, and which may, at the option of

14 the duly constituted representatives of the estate of a deceased

15 individual, be redeemed at par (face) value, plus accrued in-

16 terest to the date of payment, if—

17 "(i) it was owned by such deceased individual at

18 the time of his death,

19 "(ii) it is part of the estate of such deceased mdi-

20 vidual, and

21 "(iii) such representatives authorize the Secretary

22 of the Treasury to apply the entire proceeds of the re-

23 demption of such bond to the payment of Federal estate

24 taxes.
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1 "(3) The Managing Trustee may withdraw moneys de-

2 posited in the account pursuant to subsection (d) whenever he

3 detennines that such moneys are necessary to meet current

4 withdrawals from the Trust Fund, and the Secretary of the

5 Treasury may sell obligations of the United States in the

6 market in an amount not to exceed the amount of such with-

7 drawal if he detennines that such withdrawal necessitates an

8 increase in the general fund of the Treasury by an amount

9 not exceeding such amount. ".

10 (d)(1) No later than the date on which this section takes

11 effect, the Secretary of the Treasury shall redeem at par all

12 outstanding obligations of the United States issued under the

13 Second Liberty Bond Act exclusively for purchase by the

14 Federal Old-Age insurance Trust Fund, the Federal Dis-

15 ability insurance Trust Fund, the Federal Hospital insur-

16 ance Trust Fund, and the Federal Supplementary Medical

17 insurance Trust Fund (hereinafter in this subsection re-

18 ferred to as the "Trust Funds '9.

19 (2)(A) The Managing Trustee may sell any marketable

20 obligation of the United States held by the Trust Funds at

21 market price at any time and shall sell (or redeem) all

22 "flower bonds" held by the Trust Funds on the date of enact-

23 ment of this section at market price no later than the date on

24 which this section takes effect.
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1 (B) For purposes of this paragraph, the term "flower

2 bond" means a United States Treasury bond which was

3 issued before March 4, 1971, and which may, at the option of

4 the duly constituted representatives of the estate of a deceased

5 individual, be redeemed at par (face) value, plus accrued in-

6 terest to the date of payment, if—

7 (i) it was owned by such deceased individual at

8 the time of his death,

9 (ii) it is part of the estate of such deceased mdi-

10 vidual, and

11 (iii) such representatives authorize the Secretary

12 of the Treasury to apply the entire proceeds of the re-

13 demption of such bond to the payment of Federal estate

14 taxes.

15 (3) The proceeds from the redemption and sale of obliga-

16 tions of the United States pursuant to paragraphs (1) and

17 (2) shall be paid to the Trust Fund selling or redeeming such

18 obligations and that portion of such proceeds which is not

19 required to meet current withdrawals from such Trust Fund

20 shall be deposited in the account established with respect to

21 such Trust Fund by subsection (a), (b), or (c) of this Act.

22 (e) The amendments made by this section shall take

23 effect on the first day of the first month beginning more than

24 30 days after the date of enactment of this Act.
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1 ADDITION OF PUBLIC MEMBERS TO T1?UST FUND BOA i?l)S

2 OF TRUSTEES

3 SEC. 147. (a) Sections 201('c,), 181 7(bI, and 1841(b) of

4 the Social Security Act are each amended—

5 ('1) by striking out the period at the end of the

6 first sentence and inserting in lieu thereof a comma

7 and "and of two members of the public (both of whom

8 may not be from the same political party), who shall be

9 nominated by the President for a term of four years

10 and subject to confirmation by the Senate; and

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

12 sentence: '4 member of the public serving on the

13 Board of Trustees shall not be considered to be a fidu-

14 ciary and shall not be personally liable for actions

15 taken in such capacity with respect to the Trust

16 Funds. ".

17 (b) The amendments made by subsection (a) shall

18 become effective on the date of enactment of this Act.

1 PAYMENT SCHEDULE BY STATE AND LOCAL

20 GOVERNMENTS

21 SEC. 148. (a) Section 218(e) (1) (A) of the Social Secu-

22 rity Act is amended by striking out "within thethirty-day

23 period immediately following the last day of each calendar

24 month" and inserting in lieu thereof "in accordance with the

25 same payment schedule as applies to payment by employers
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1 of the taxes imposed under sections 3101 and 3111 of the

2 internal Revenue Code of 1954".

3 (b) The amendment made by subsection (a) shall be ef..

4 fective with respect to payments due on or after January 1,

5 1984.

6 NORMALIZED CREDITING OF SOCIAL SECURITY TAXES TO

7 TRUST FUNDS

8 SEC. 149. (a) Section 201(a) of the Social Security

9 Act is amended by striking out "The amounts appropriated"

10 in the last sentence and inserting in lieu thereof "Except as

11 provided in subsection (rn), the amounts appropriated'

12 (b) Section 201 of such Act is further amended by

13 adding at the end thereof the following new subsection:

14 "('m,)('l) The procedures in effect on January 1, 1983,

15 with respect to the transfer of the amounts appropriated by

16 clauses ('3,) and (4,) of subsection (a) and the amounts appro-

17 priated by clauses (1) and (2) of subsection (b) shall apply to

18 a calendar month unless the Secretary makes a finding

19 under this paragraph that the OASD1 trust fund ratio as of

20 the first day of such calendar month is less than 12 percent.

21 "(2) if the Secretary makes the finding described in

22 paragraph (1) with respect to a calendar month, the amounts

23 appropriated by clauses (3) and (4) shall be transferred on

24 the first day of such calendar month from the general fund of

25 the Treasury to the Federal Old-Age and Survivors Insur-
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1 ance Trust Fund, and the amounts appropriated by clauses

2 (1) and (2) of subsection (b) shall be transferred on the first

3 day of such calendar month from the general fund of the

4 Treasury to the Federal Disability insurance Trust Fund,

5 such amounts to be determined on the basis of estimates by

6 the Secretary of the Treasury of the taxes, specified in

7 clauses (3) and (4) of subsection (a), to be paid to or deposit-

8 ed into the Treasury during such calendar month.

9 "(3) Proper adjustments shall be made in amounts sub-

10 sequently transferred to the extent prior estimates were in

11 excess of or were less than the taxes specified in clauses (3)

12 and (4) of subsection (a).

13 "(4) All amounts transferred to either Trust Fund

14 under paragraph (2) shall be treated by the Managing

15 Trustee in the same manner and to the same extent as the

16 other assets of such Trust Fund; and such Trust Fund shall

17 pay interest to the general fund on the amount so transferred

18 at a rate (calculated on a daily basis, and applied against the

19 difference between the amount so transferred on such first

20 day and the amount which would have been transferred to the

21 Trust Fund up to that day under the procedures in effect on

22 January 1, 1983) equal to the average 91-day Treasury bill

23 rate during such month (payable on the last day of such

24 month).

S I RS



159

1 "(5) For purposes of this subsection, the term 'OASDJ

2 trust fund ratio' means, with respect to any month, the ratio

3 of—

4 "(A) the combined balance in the Federal Old-

5 Age and Survivors insurance Trust Fund and the

6 Federal Disability Insurance Trust Fund, reduced by

7 the outstanding amount of any loan (including interest

8 thereon) ther'tof ore made to either such Trust Fund

9 from the Federal Hospital insurance Trust Fund

10 under subsection (1,), and determined without regard to

11 amounts transferred theretofore under this subsection,

12 as of the last day of the second month preceding such

13 month, to

14 "(B) the amount obtained by multiplying by

15 twelve the total amount which (as estimated by the

16 Secretary) will be paid from the Federal Old-Age and

17 Survivors Insurance Trust Fund and the Federal Dis-

18 ability Insurance Trust Fund during the month for

19 which such ratio is to be determined for all purposes

20 authorized by section 201 (other than payments of in-

21 terest on, or repayments of, loans from the Federal

22 Hospital insurance Trust Fund under subsection a)),

23 but excluding any transfer payments between such

24 trust funds and reducing the amount of a'ny transfers

25 to the Railroad Retirement Account by the amount of
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1 any transfers into either such trust fund from that A c-

2 count. ".

3 (c) The amendments made by this section shall apply to

4 calendar months beginning after the date of enactment of this

5 secti.on and before January 1, 1988.

6 AMOUNTS RECEIVED UNDER CERTAIN DEFERRED COM-

7 PENSATION AND SALARY REDUCTION ARRANGE-

8 MENTS TREATED AS WAGES FOR FICA TAXES

9 SEC. 150. (a)(1) Section 3121 of the Internal Revenue

10 Code of 1954 (relating to definitions) is amended by adding

11 at the end thereof the following new subsection:

12 "(v) TREATMENT OF CERTAIN DEFERRED COMPEN-

13 SATION AND SALARY REDUCTION ARRANGEMENTS.—

14 "(1) CERTAIN EMPLOYER CONTRIBUTIONS

15 TREATED AS WAGES.—Nothing in any paragraph of

16 subsection (a) (other than paragraph (1)) shall exclude

17 from the term 'wages' any employer contribution—

18 "(A) under a qualified cash or deferred ar-

19 rangement (as defined in section 401(k)) to the

20 extent not included in gross income by reason of

21 section 402 (a) (8), or

22 "(B) under a cafeteria plan (as defined in

23 section 125(d)) which includes an arrangement

24 described in subparagraph (A) to the extent the

25 employee had the right to choose cash, property, or
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1 other benefits which would be wages for purposes

2 of this chapter.

3 "(2) GOVERNMENTAL PLANS.—FOr purposes of

4 subsection (a)—

5 "(A) iN GENERAL.-—Except as provided in

6 subparagraph (B), the term 'wages' shall not in-

7 dude any payment to or from a Governmental

8 plan (within the meaning of section 414(d)).

9 "(B) EXCEPTIONS.-—The term 'wages' shall

10 include any amount—

11 "(i) deferred under a plan described in

12 section 457(a) (at the time the services which

13 relate to such payment were performed),

14 "('iij) deferred under a plan described in

15 subsection (e)(1), (e)(2)(D), or (e)(2)(E) of

16 section 457, or

17 "(iii) which is treated as wages under

18 subsection (a)(5)(E) by reason of a salary

19 reduction agreement. ".

20 (2) Paragraph ('5) of section 3121(a) of such Code ('de-

21 fining wages) is amended—

22 (A) by striking out "or" at the end of subpara-

23 graph (C),
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1 (B) by striking out the semicolon at the end of

2 subparagraph (D) and inserting in lieu thereof a

3 comma and "or", and

4 (C) by adding at the end thereof the following

5 new subparagraph:

6 "(E) under an annuity contract described in sec-

7 tion 403(b), other than a payment for the purchase of

8 such contract which is made by reason of a salary re-

9 duction agreement;".

10 (3) Subsection (a) of section 3121 of such Code (defin-

11 ing wages) is amended—

12 (A) in paragraph (2), by striking out subpara-

13 graph (A) and redesignating subparagraphs (B), (C),

14 and (D) as subparagraphs (A), (B), and (C), respec-

15 tively,

16 (B) by striking out paragraphs (3) and (9),

17 (C) in paragraph (13)(A)—

18 (i) by inserting "or" after "death, ", and

19 (ii) by striking out "or (iii) retirement after

20 attaining an age specified in the plan referred to

21 in subparagraph (B) or in a pen.sion plan of the

22 employer, ", and

23 (D) by striking out "subparagraph (B)" in the

24 last sentence thereof and inserting in lieu thereof "sub-

25 paragraph (A)".
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1 (b)(1) Section 3306 of the Internal Revenue Code of

2 1954 (relating to definitions) is amended by adding at the

3 end thereof the following new subsection:

4 "(r) TREATMENT OF CERTAIN DEFERRED COMPEN-

5 SATION AND SALARY REDUCTION ARRANGEMENTS.—

6 "(1) CERTAIN EMPLOYER CONTRIBUTIONS

7 TREATED AS WAGES.—Nothing in any paragraph of

8 subsection (h) (other than paragraph (1)) shall exclude

9 from the term 'wages' any employer contribution—

10 "(A) under a qualified cash or deferred ar-

11 rangement (as defined in section 401(k)) to the

12 extent not included in gross income by reason of

13 section 402 (a) (8), or

14 "(B) under a cafeteria plan (as defined in

15 section 125(d)) which includes an arrangement

16 described in subparagraph (A) to the extent the

17 employee had the right to choose cash, property, or

18 other benefits which would be wages for purposes

19 of this chapter.

20 "(2) GOVERNMENTAL PLANS.—For purposes of

21 subsection (b)—

22 "(A) IN GENERAL.—Except as provided in

23 subparagraph (B), the term 'wages' shall not in-

24 dude any payment to or from a governmental

25 plan (within the meaning of section 414(d)).
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1 "(B) EXCEPTIONS.—T/Le term 'wages' shall

2 include any amount—

3 "(i) deferred under a plan described in

4 section 45 7(a) (at the time the services which

5 relate to such payment were performed),

6 "(ii) deferred under a plan described in

7 subsection (e)(1), (e)(2)(D), or (e)(2)(E) of

8 section 457, or

9 "(iii) which is treated as wages under

10 subsection (b)(5)(E) by reason of a salary

11 reduction agreement. ".

12 (2) Paragraph (5) of section 3306(b) of such Code (de-

13 fining wages) is amended—

14 (A) by striking out "or" at the end of subpara-

15 graph (C),

16 (B) by striking out the semicolon at the end of

17 subparagraph (D) and inserting in lieu thereof a

18 comma and "or", and

19 (C) by adding at the end thereof the following

20 new subparagraph:

21 "(E) under an annuity contract described in sec-

22 tion 403(b), other than a payment for the purchase of

23 such contract which is made by reason of a salary re-

24 duction agreement; ".
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1 (3) Subsection (h) of section 3306 of such Code (defin-

2 ing wages) is amended—

3 (A) in paragraph (2), by striking out subpara-

4 graph (A) and redesignating subparagraphs (B), (C),

5 and (D) as subparagraphs (A), (B), and (C), respec-

6 tively,

7 (B) by striking out paragraphs (3) and (8), and

8 (C) in paragraph (10)(A)-—

9 (i) by inserting "or" after "death, ", and

10 (ii) by striking out "or (iii) retirement after

11 attaining an age specified in the plan referred to

12 in subparagraph (B) or in a pension plan of the

13 employer, ".

14 (4)(A) Subparagraph (A) of section 3306(b) (2) of such

15 Code, as redesignated by paragraph (3)(A), is amended to

16 read as follows:

17 "(A) sickness or accident disability (but, in

18 the case of payments made to an employee or any of

19 his dependents, this subparagraph shall exclude

20 from the term 'wages' only payments which are

21 received under a workman's compensation law,),

22 or".

23 (B) Subsection (b) of section 3306 of such Code (defin-

24 ing wages) is amended by adding at the end thereof the fol-

25 lowing new flush sentence:
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1 "Except as otherwise provided in regulations prescribed by

2 the Secretary, any third party which makes a payment in-

3 cluded in wages solely by reason of the parenthetical matter

4 contained in subparagraph (A) of paragraph (2) shall be

5 treated for purposes of this chapter and chapter 22 as the

6 employer with respect to such wages. ".

7 (C) Rules similar to the rules of subsections (d) and (e)

8 of section 3 of the Act entitled "An Act to amend the Omni-

9 bus Reconciliation Act of 1981 to restore minimum benefits

10 under the Social Security Act" (Public Law 97-123), ap-

11 proved December 29, 1981, shall apply in the administration

12 of section 3306(b) (2) (A) of such Code (as amended by sub-

13 paragraph (A)).

14 (c)(1) Section 209 of the Social Security Act is amend-

15 ed by adding at the end thereof (as amended by this Act) the

16 following new paragraphs:

17 "Nothing in any of the foregoing provisions of this sec-

18 tion (other than subsection (a)) shall exclude from the term

19 'wages' any employer contribution—

20 "(1) under a qualified cash or deferred arrange-

21 ment (as defined in section 401(k)) to the extent not

22 included in gross income by reason of section

23 402 (a) (8) , or

24 "(2) under a cafeteria plan (as defined in section

25 125(d)) which includes an arrangement described in
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1 paragraph (1) to the extent the employee had the right

to choose cash, property, or other benefits which would

3 wages for purposes of this chapter.

4 r0•. purposes of this section—

5 "Ct) the term 'wages' shall not include any pay-

6 ment to or from a governmental plan (within the

7 meaning of section 414(d) of the Internal Revenue

8 Code of 1954); except that

9 "(2) the term 'wages' shall include any amount—

10 "(A) deferred under a plan described in sec-

11 tion 457(a) of such Code (at the time the services

12 which relate to such payment were performed),

13 "(B) deferred under a plan described in sub-

14 section (e)(1), (e)(2)(D), or (e)(2)(E) of section

15 457 of such Code, or

16 "(C) which is treated as wages under subsec-

17 tion (e)(5) by reason of a salary reduction agree-

18 ment. ".

19 (2) Subsection (e) of section 209 of such Act is amended

20 by adding before the semicolon at the end thereof the follow-

21 ing: ' or (5) under an annuity contract described in section

22 403(b) of the Internal Revenue Code of 1954, other than a

23 payment for the purchase of such contract which is made by

24 reason of a salary reduction agreement; ".

25 (3) Section 209 of such Act is amended—
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1 (A) in subsection (7,), by striking out paragraph

2 (1) and redesignating paragraphs (2), (3), and (4) as

3 paragraphs (1), (2), and (3), respectively,

4 (B) by striking out subsections (c) and (i), and

5 (C) in subsection (m)(1)—

6 (i) by inserting "or" after "death, ", and

7 (ii) by striking out "or (C) retirement after

8 attaining an age specified in the plan referred to

9 in paragraph (2) or in a pension plan of the em-

10 ployer, ".

11 (d)(1) Except as provided in paragraph (2), the amend-

12 ments made by this section shall apply to remuneration paid

13 after December 31, 1983.

14 (2) The amendments made by subsection (b) shall apply

15 to remuneration paid after December 31, 1984.

16 CODIFICATION OF ROWAN DECISION WITH RESPECT TO

17 MEALS AND LODGING

18 SEC. 151. (a)(1) Subsection (a) of section 3121 of the

19 internal Revenue Code of 1954 (defining wages) is amended

20 by striking out "or" at the end of paragraph (17), by striking

21 out the period at the end of paragraph (18) and inserting in

22 lieu thereof "; or", and by inserting after paragraph (18) the

23 following new paragraph.

24 "(19) the value of any meals or lodging furnished

25 by or on behalf of the employer if at the time of .su,ch
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1 furnishing it is reasonable to believe that the employee

2 will be able to exclude such items from income under

3 section 119. ".

4 (2) Section 209 of the Social Security Act is amended

5 by striking out "or" at the end of subsection ('p.), by striking

6 out the period at the end of subsection (q) and inserting in

7 lieu thereof "; or' and by inserting after subsection (q) the

8 following new subsection:

9 "(r) The value of any meals or lodging furnished by or

10 on behalf of the employer if at the time of such furnishing it

11 is reasonable to believe that the employee will be able to ex-

12 dude such items from income under section 119 of the Inter-

13 nal Revenue Code of 1954. ".

14 (b)(1) Subsection (a) of section 3121 of such Code is

15 amended by inserting after paragraph (19) (as added by sub-

16 section (a) of this section) the following new sentence: "Noth-

17 ing in the regulations prescribed for purposes of chapter 24

18 (relating to income tax withholding) which provides an exclu-

19 sion from 'wages' as used in such chapter .9hall be construed

20 to require a similar exclusion from 'wages' in the regulations

21 prescribed for purposes of this chapter. ".

22 (2) Section 209 of the Social Security Act is amended

23 by inserting immediately after subsection ('r,) (as added by

24 subsection (a) of this section) the followinq new sentence:
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1 "Nothing in the regulations prescribed for purposes of chap-

2 ter 24 of the Internal Revenue Code of 1954 (relating to

3 income tax withholding) which provides an exclusion from

4 'wages' as used in such chapter shall be construed to require

5 a similar exclusion from 'wages'in the regulations prescribed

6 for purposes of this title. ".

7 (c) Subsection (b) of section 3306 of the Internal Reve-

8 nue Code of 1954 (defining wages) is amended—

9 (1) by striking out "or" at the end of paragraph

10 (12),

11 (2) by striking out the period at the end of para-

12 graph (13) and inserting in lieu thereof ", or",

13 (3) by adding immediately after paragraph (13)

14 the following new paragraph:

15 "(14) the value of any meals or lodging furnished

16 by or on behalf of the employer if at the time of such

17 furnishing it is reasonable to believe that the employee

18 will be able to exclude such items from income under

19 section 119. ", and

20 (4) by adding at the end thereof the following new

21 flush sentence:

22 "Nothing in the regulations prescribed for purposes of chap-

23 ter 24 (relating to income tax withholding) which provides an

24 exclusion from 'wages' as used in such chapter shall be con-
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1 strued to require a similar exclusion from 'wages' in the reg-

2 ulations prescribed for pulposes of this chapter. ".

3 (d)(1) Except as provided in paragraph (2), the amend-

4 ',nents made by subsections (a) and (b.) shall apply to remu-

5 neration paid after December 31, 1983.

6 (2) The amendments made by subsection (c) shall apply

7 to remuneration paid after December 31, 1984.

8 TREATMENT OF CONTRIBUTIONS UNDER SIMPLIFIED

9 EMPLO YEE PENSIONS

10 SEC. 152. (a) Subparagraph (D) of section 3121(a) (5)

11 of the Internal Revenue Code of 1954 (defining wages) is

12 amended by striking out "section 219" and inserting in lieu

13 thereof "section 219(b) (2) ".

14 (b) Subsection (e) of section 209 of the Social Security

15 Act, as amended by this Act, is amended by striking out the

16 semicolon at the end thereof and inserting in lieu thereof the

17 following: ", or (6) under a simplified employee pension (as

18 defined in section 408(k) of the Internal Revenue Code of

19 1954) if, at the time of the payment, it is reasonable to be-

20 lieve that the employee will be entitled to a deduction under

21 section 219(b) (2) of such Code for such payment;".

22 (c) Subparagraph (D) of section 3306(b) (5) of the In-

23 ternal Revenue Code of 1954 is amended by striking out

24 "section 219" and inserting in lieu thereof "section

25 219(b)('2.)".
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1 (d)(1) Except as provided in paragraph (2), the amend-

2 ments made by this section shall apply to remuneration paid

3 after December 31, 1983.

4 (2) The amendments made by subsection (c) shall apply

5 to remuneration paid after December 31, 1984.

6 TITLE 11—SUPPLEMENTAL SECURITY

7 INCOME

8 INCREASE IN BENEFIT STANDARD

9 SEC. 201. (a) Section 1617 of the Social Security Act

10 is amended by adding at the end thereof the following new

11 subsection:

12 "(c) Effective July 1, 1983—

13 "(1) each of the dollar amounts in effect under

14 subsections (a)(1)(A) and (b,)(1) of section 1611, as

15 previously increased under this section, shall be in-

16 creased by $240 (and the dollar amount in effect under

17 subsection (a)(1)(A) of Public Law 93-66, as previous-

18 ly so increased, shall be increased by $120); and

19 "(2) each of the dollar amounts in effect under

20 subsections ('a)("2)(A) and (bk"2) of section 1611, as

21 previously increased under this section, shall be in-

22 creased by $360. ".

23 (b) Section 1617(k) of such Act is amended by striking

24 out "this section" and inserting in lieu thereof "subsection

25 (a) of this section".
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1 ADJUSTMENT IN FEDERAL SSI PASS-THROUGH

2 PROVISIONS

3 SEC. 202. Section 1618 of the Social Security Act is

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

5 section:

6 (d)(1) For any particular month after March 1983, a

7 State shall be deemed to have met the requirements of para-

8 graph (4) of subsection (a) if—

9 "(A) the combined level of its supplementary pay-

10 ments (to recipients of the type involved) and the

11 amounts payable under section 1611(b) (to such recipi-

12 ents), for that particular month,

13 is not less than—

14 "(B) the combined level of its supplementarypay-

15 ments (to recipients of the type involved) and the

16 amounts payable under section 1611(b) (to such recipi-

17 ents), for March 1983, increased by the amount of all

18 cost-of-living adjustments under section 1617 (and any

19 other benefit increases under this title) which have oc-

20 curred after March 1983 and before that particular

21 month.

22 "(2) In determining the amount of any increase in the

23 combined level involved under paragraph (1)(B) of this sub-

24 section, any portion of such amount which would otherwise

25 be attributable to the increase under section 161 7(c) shall be
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1 deemed instead to be equal to the amount of the cost-of-living

2 adjustment which would have occurred in July 1983 (with-

3 out regard to the 3-percent limitation contained in section

4 215(i)(1)(B)) if section 111 of the Social Security Act

5 Amendments of 1983 had not been enacted. ".

6 NOTIFICATION REGARDING SSI

7 SEC. 203. Prior to July 1, 1984, the Secretary of

8 Health and Human Services shall notify all elderly recipi-

9 ents of benefits under title II of the Social Security Act, who

10 may be eligible for supplemental security income benefits

11 under title XVI of such Act, of the availability of the supple-

12 mental security income program, and shall encourage such

13 recipients to contact the Social Security district office. Such

14 notification shall also be made to all recipients prior to at-

15 tainment of age 65, with the notification made with respect to

16 eligibility for supplemental medical insurance.

17 TITLE 111—MEDICARE

18 MEDICARE PAYMENTS FOR INPATIENT HOSPITAL

19 SERVICES ON THE BASIS OF PROSPECTIVE RATES

20 SEC. 301. (a)(1) Section 1886(a) (4) of the Social Se-

21 curity Act is amended by adding at the end the following new

22 sentence: "Such term does not include costs of approved edu-

23 cational activities, or, with respect to costs incurred in cost

24 reorting periods beginning prior to October 1, 1986, capital-

25 related costs, as defined by the Secretary. ".
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1 (2) Subsection (a)(1) of section 1886 of such Act is

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

3 paragraph.

4 "(D,) Subparagraph (A) shall not apply to cost reporting

5 periods beginning on or after October 1, 1985. ".

6 (3) It is the intent of Congress that, in considering the

7 implementation of a system for including capital-related costs

8 under a prospectively determined payment rate for inpatient

9 hospital services, costs related to capital projects initiated on

10 or after the effective date of the implementation of such a

11 system, may or may not be distinguished and treated differ-

12 ently from costs of projects initiated before such date.

13 (b) Section 1886(b) of such Act is amended—

14 (1) by striking out "Notwithstanding sections

15 1814(b), but subject to the provisions of sections" in

16 paragraph (1) and inserting in lieu thereof "Notwith-

17 standing section 1814(b) but subject to the provisions

18 of section ";

19 (2) by inserting "(other than a subsection (d) hos-

20 pital, as defined in subsection (d)(1)(B))" in the

21 matter before subparagraph (A) of paragraph (1) after

22 "of a hospital";

23 (3) by inserting, in the matter in paragraph (1)

24 following subparagraph (B), "(other than on the basis
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1 of a DRG prospective payment rate determined under

2 subsection (d))" after "payable under this title ";

3 (4) by repealing paragraph (2);

4 (5) by inserting "and subsection (d) and except as

5 provided in subsection (e)"in paragraph (3)(B) after

6 "subparagraph (A)";

7 (6) by inserting "or fiscal year" after "cost re-

8 porting period" each place it appears in paragraph

9 (3)(B);

10 (7) by inserting "before the beginning of the

11 period or year" in paragraph (3)(B) after "estimated

12 by the Secretary";

13 (8) by striking out "exceeds" in paragraph (3)(B)

14 and inserting in lieu thereof "will exceed"; and

15 (9) by amending paragraph (6), effective with re-

16 spect to cost reporting periods beginning on or after

17 October 1, 1982, to read as follows.

18 "(6) In the case of any hospital which becomes subject

19 to the taxes under section 3111 of the Internal Revenue Code

20 for 1954 for part or all of a cost reporting period, and was

21 not subject to such taxes for the 12-month cost-reporting

22 period referred to in subsection (b)(3)(14)(i), the Secretary

23 shall provide for an adjustment by increasing the base year

24 amount referred to in subsection (b)(3)(14)(i) for such hospi-

25 tal applicable to such cost reporting period by the amount of
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1 such taxes paid or accrued by such hospital for such cost

2 reporting period. ".

3 (c)(1) Subsection (c)(1) of such section is amended—

4 (A) by striking out "and" at the end of subpara-

5 graph (B),

6 (B) by striking out the period at the end of sub-

7 paragraph (C) and inserting in lieu thereof "; and",

8 and

9 (C) by adding at the end the following:

10 "(D) the Secretary determines that the system

11 will not preclude an eligible organization (as defined in

12 section 1876(b)) from negotiating directly with hospi-

13 tals with respect to the organization 's rate of payment

14 for inpatient hospital srvices.

15 The Secretary cannot deny the application of a State under

16 this subsection on the ground that the State 's hospital reim-

17 bursement control system is based on a payment methodology

18 other than on the basis of a diagnosis-related group or on the

19 ground that the amount of payments made under this title

20 under such system must be less than the amount of payments

21 which would otherwise have been made under this title not

22 using such system. if the Secretary determines that the con-

23 ditions described in subparagraph (C) are based on main-

24 taming payment amounts at no more than a specified per-

25 centage increase above the payment amounts in a base period,

S 7 RS——12



178

1 the State has the option of applying such test (for inpatient

2 hospital services under part A) on an aggregate payment

3 basis or on the basis of the amount of payment per inpatient

4 discharge or admission. If the Secretary determines that the

5 conditions described in subparagraph (C) are based on main-

6 taming aggregate payment amounts below a national average

7 percentage increase in total payments under part A for inpa-

8 tient hospital services, the Secretary cannot deny the applica-

9 tion of a State under this subsection on the ground that the

10 State s rate of increase in such payments for such services

11 must be less than such national average rate of increase. ";

12 (2) Subsection (c)(3) of such section is amended—

13 (A) by striking out "requirement of paragraph

14 (1)(A)" and inserting in lieu thereof "requirements of

15 subparagraphs (A) and (D) of paragraph (1) and, if

16 applicable, the requirements of paragraph (5), ", and

17 (B) by inserting "(or, if applicable, in paragraph

18 ())"in subparagraph (B) after "paragraph (1) ".

19 (3) Subsection (c) of such section is further amended by

20 adding at the end the following new paragraphs:

21 "(4) The Secretary shall approve the request of a State

22 under paragraph (1) with respect to a hospital reimbursement

23 control system if—
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1 "(A) the requirements of subparagraphs (A), (B),

2 (0), and (D) of paragraph (1) have been met with re-

3 spect to the system, and

4 "(B) with respect to that system a waiver of cer-

5 tam requirements of title XV1I1 of the Social Security

6 Act has been approved on or before (and which is in

7 effect as of) the date of the enactment of the Social Se-

8 curity Act Amendments of 1983, pursuant to section

9 402(a) of the Social Security Amendments of 1967 or

10 section 222(a) of the Social Security Amendments of

11 1972.

12 With respect to a State system described in this paragraph,

13 the Secretary shall judge the effectiveness of such system on

14 the basis of its rate of increase or inflation in inpatient hospi-

15 tal payments for individuals under this title, as compared to

16 the national rate of increase or inflation for such payments,

17 with the State retaining the option to have the test applied on

18 the basis of the aggregate payment or payments per inpatient

19 admission or discharge during the three cost reporting periods

20 beginning on or after October 1, 1983, after which such test

21 shall no longer apply, and such hospitals shall be treated in

22 the same manner as under other waivers.

23 "('5) The Secretary shall approve the request of a State

24 under paragraph (1) with respect to a hospital reimbursement

25 control system if—

S 1 RS
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1 "(A) the requirements of subparagrapi CA), (B),

2 (U,, and (D) of paragraph (1) have been met with re-

3 spect to (he system;

4 "(B) the Secretary determines that the system—

5 "(i,) is operated directly by the State or by

6 an entity designated pursuant to State law,

7 "('ii,) provides for payment of hospitals coy-

8 ered under the system under a methodology

9 (which sets forth, exceptions and adjustments, as

10 well as any method for changes in the methodolo-

11 gy) by which rates or amounts to be paid for hos-

12 pital services during a specified period are estab-

13 lished under the system prior to the defined rate

14 period, and

15 "(iii) hospitals covered under the system will

16 make such reports (in lieu of cost and other re-

17 ports, identified by the Secretary, otherwise re-

18 quired under this title) as the Secretary may re-

19 quire in order to properly monitor assurances pro-

20 vided under this subsection;

21 "((7) the State h.as provided the Secretary with

22 satisfactory assurances that operation of the system

23 will not result in any change in hospital admission

24 practices which result in
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1 "(V a significant reduction in the proportion

2 of patients (receiving hospital services covered

3 under the system) who have no third-party cover-

4 age and who are unable to pay for hospital serv-

5 ices,

6 "(ii) a significant reduction in the proportion

7 of individuals admitted to hospitals for inpatient

8 hospital sert.'ices for which payment is (or is

9 likely to be) less than the anticipated charges for

10 or costs of such services,

11 "(iii) the refusal to admit patients who

12 would be expected to require unusually costly or

13 prolonged treatment for reasons other than those

14 related to the appropriateness of the care available

15 at the hospital, or

16 "(iv) the refusal to provide emergency serv-

17 ices to any person who is in need of emergency

18 services if the hospital provides such services;

19 "(D) any change by the State in the system

20 which has the effect of materially reducing payments to

21 hospitals can only take effect upon 60 days notice to

22 the Secretary and to the hospitals the payment to

23 which is likely to be materially affected by the change;

24 and
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1 "(E) the State has provided the Secretary with

2 satisfactory assurances that in the development of the

3 system the State has consulted with local governmental

4 officials concerning the impact of the system on public

5 hospitals.

6 The Secretary shall respond to requests of States under thi8

7 paragraph within 60 days of the date the request is submitted

8 to the Secretary.

9 "(6) If the Secretary determines that the assurances de-

10 scribed in paragraph (1)(C) have not been met with respect to

11 any 36-month period, the Secretary may reduce payments

12 under this title to hospitals under the system in an amount

13 equal to the amount by which the payments under this title

14 under such system for such period exceeded the amount of

15 payments which would otherwise have been made under this

16 title not using such system. ".

17 (d) Subsection (d) of such section, as added by section

18 110 of the Tax Equity and Fiscal Responsibility Act of

19 1982, is amended—

20 (1) by striking out "section 1814)"in para-

21 graph (2)(A) and inserting in lieu thereof "subsection

22 (Z)", and

23 (2) by redesignating the subsection as subsection

24 (j) and transferring and inserting such subsection at
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1 the end of section 1814 of the Social Security Act

2 under the following heading:

3 "Elimination of Lesser-of-Cost-or-Charges Provision ".

4 (e) Such section 1886 is further amended by adding at

5 the end the following new subsections:

6. "(d)(1)(A) Notwithstanding section 1814(b) but subject

7 to the provisions of section 1813, the amount of the payment

8 with respect to the operating costs of inpatient hospital serv-

9 ices (as defined in subsection (a) (4)) of a subsection (d) hos-

10 pital (as defined in subparagraph (B)) for inpatient hospital

11 discharges in a cost reporting period or in a fiscal year—

12 "(i) beginning on or after October 1, 1983, and

13 before October 1, 1986, is equal to the sum of—

14 "(1) the target percentage (as defined in sub-

15 paragraph (C)) of the hospital target amount for

16 the cost reporting period (as defined in subsection

17 (b)(3) (A)) for the period, and

18 "(II) the DR G percentage (as defined in

19 subparagraph (C)) of the applicable cOmbined ad-

20 justed DRG prospective payment rate determined

21 under subparagraph (D) for such discharges; or

22 "(ii) beginning on or after October 1, 1986, is

23 equal to the national adjusted DR G prospective pay-

24 ment rate determined under paragraph (3) for such

25 discharges.

S I RS



184

1 "(B) As used in this section, the term 'subsection (d)

2 hospital' means a hospital located in one of the fifty States or

3 the District of Columbia other than—

4 "(i) a psychiatric hospital (as defined in section

5 1861(f)),

6 "(ii) a rehabilitation hospital (as defined by the

7 Secretary),

8 "(iii) a hospital whose inpatients are predomi-

9 nan tly individuals under 18 years of age, or

10 "(iv) a hospital which has an average inpatient

11 length of stay (as determined by the Secretary) of

12 greater than 25 days;

13 and, in accordance with regulations of the Secretary, does not

14 include a psychiatric or rehabilitation unit of the hospital

15 which is a distinct part of the hospital (as defined by the

16 Secretary). The exclusion of any category of hospitals or

17 units under this subparagraph shall become inapplicable at

18 such time as the Secretary determines that adequate data of

19 clinical and statistical significance is available such that the

20 Secretary may include such rate gory in the payment system

21 established under this subsection.

22 "(C) For purposes of this subsection, for cost reporting

23 periods beginning, or discharges occurring—
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1 "(i) on or after October 1, 1983, and before Octo-

2 ber 1, 1984, the 'target percentage' is 75 percent and

3 the 'DR G percentage'is 25 percent;

4 "(ii) on or after October 1, 1984, and before Oc-

5 tober 1, 1985, the 'target percentage' is 50 percent and

6 the 'DR G percentage' is 50 percent, and

7 "(iii) on or after October 1, 1985, and before Oc-

8 tober 1, 1986, the 'target percentage' is 25 percent and

9 the 'DR G percentage'is 75 percent.

10 "(D) For purposes of subparagraph (A)(i)(II), the 'ap-

11 plicable combined adjusted DR G prospective payment rate'

12 for cost reporting periods beginning, or discharges occur-

13 ring—

14 "(i) on or after October 1, 1983, and before Octo-

15 ber 1, 1984, is a combined rate consisting of 25 per-

16 cent of the national DRG prospective payment rate,

17 and 75 percent of the regional DRG prospective pay-

18 ment rate, determined under paragraph (2) for such

19 discharges;

20 "(ii) on or after October 1, 1984, and before Oc-

21 tober 1, 1985, is a combined rate consisting of 50 per-

22 cent of the national DR G prospective payment rate,

23 and 50 percent of the regional DBG prospective pay-

24 ment rate, determined under paragraph (3) for such

25 discharges;
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1 "(iii) on or after October 1, 1985, and before Oc-

2 tober 1, 1986, is a combined rate consisting of 75 per-

3 cent of the national DR G prospective payment rate,

4 and 25 percent of the regional DR G prospective pay-

5 ment rate, determined under paragraph (3); and

6 "(iv) on or after October 1, 1986, is a rate equal

7 to the national DR G prospective payment rate deter-

8 mined under paragraph (3).

9 "(2) The Secretary shall determine a national adjusted

10 DR G prospective payment rate, for each inpatient hospital

11 discharge in fiscal year 1984 involving inpatient hospital

12 services of a subsection (d) hospital in the United States, and

13 shall determine a regional adjusted DR G prospective pay-

14 ment rate for such discharges in each such region, for which

15 payment may be made under part A of this title. Each such

16 rate shall also be determined for hospitals located in urban or

17 rural areas within the United States and within each such

18 region. Such determinations shall be made as follows:

19 "(A) DETERMINING ALLOWABLE INDIVIDUAL

20 HOSPITAL COSTS FOR BASE PERIOD.—The Secretary

21 shall determine the allowable operating costs per dis-

22 charge of inpatient hospital services for the hospital for

23 the most recent cost reporting period for which data are

24 available.

S 1 RS



187

1 "(B) UPDATING FOR FISCAL YEAR 1984.—The

2 Secretary shall update each amount determined under

3 subparagraph (A) for fiscal year 1984 by—

4 "(i) updating for fiscal year 1983 by the es-

5 timated average rate of change of hospital costs

6 industry-wide between the cost reporting period

7 used under such subparagraph and fiscal year

8 1983, and

9 "(ii) projecting for fiscal year 1984 by the

10 applicable percentage increase (as defined in sub-

11 section (b)(3)(B)) for fiscal year 1984.

12 "(0) STANDARDIZING AMOUNTS .—The Secre-

13 tary shall standardize the amount updated under sub-

14 paragraph (B) for each hospital by—

15 "(i) excluding an estimate of indirect medi-

16 cal education costs,

17 "(ii) adjusting for variations among hospi-

18 tals by area and region in the average hospital

19 wage level, and

20 "(iii) adjusting for variations in case mix

21 among hospitals.

22 "(D) COMPUTING URBAN AND RURAL AVER-

23 AGES.—The Secretary shall compute an average of the

24 standardized amounts determined under subparagraph

25 (0) for the United States and for each region—
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1 "('i) for all subsection (d) h.osptals located in

2 an urban area, and

3 "ii) for all subsection (d) hospitals located

4 in a rural area.

5 For purposes of this subsection, the term 'region'

6 means one of the four census regions established by the

7 Bureau of the Census, established by the Secretary;

8 the term 'urban area' means an area within a Stand-

9 ard Metropolitan Statistical Area (as defined by the

10 Office of Management and Budget) or within such

11 similar area as the Secretary has recognized under

12 subsection (a) by regulation; and the term 'rural area'

13 means any area outside such an area or similar area.

14 "('E) REDUCING FOR VALUE OF OUTLIER PAY-

15 MENTS.—The Secretary shall reduce each of the aver-

16 age standardized amounts determined under subpara-

17 graph (D) by a proportion equal to the proportion (esti-

18 mated by the Secretary) of the amount of payments

19 under this subsection based on DRG prospective pay-

20 ment rates which are additional payments described in

21 paragraph (5) (A) (relating to out her payments).

22 "(F) MAINTAINING BUDGET NEUTRALITY.—The

23 Secretary shall adjust each of such average standard-

24 ized amounts as may be required under subsection

25 (e)(1)(B) for that fiscal year.
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1 "(G) COMPUTING DRG••SPECIFIC RATES FOR

2 URBAN AND RURAL HOSPITALS IN THE UNITED

3 STATES AND IN EACH REGION.—For each discharge

4 classified within a diagnosis-related group, the Secre-

5 tary shall establish a DRG prospective payment rate

6 which is equal—

7 "(i) for hospitals located in an urban area in

8 the United States, and for hospitals located in an

9 urban area in each region, to the product of—

10 "(1) the average standardized amount

11 (computed under subparagraph (D), reduced

12 under subparagraph (E), and adjusted under

13 subparagraph (F)) for hospitals located in an

14 urban area in the United States or in that

15 region, and

16 "(ii) the weighting factor (determined

17 under paragraph (4)(B)) for that diagnosis-

18 related group; and

19 "(ii) for hospitals located in a rural area in

20 the United States, and for hospitals located in a

21 rural area in each region, to the product of—

22 "(1) the average standardized amount

23 (computed under subparagraph (D), reduced

24 under subparagraph (E'), and adjusted under

'25 subparagraph (F)) for hospitals located in a
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1 rural area in the United States or in that

2 region, and

3 "(II) the weighting factor (determined

4 under paragraph (4)(B)) for that diagnosis-

5 related group.

6 "(H) ADJUSTING FOR DIFFERENT AREA WAGE

7 LEVELS.—The Secretary shall adjust the proportion

8 (as estimated by the Secretary from time to time) of

9 hospitals' costs which are attributable to wages and

10 wage-related costs, of the DR G prospective payment

11 rates computed under subparagraph (G) for area dif-

12 ferences in hospital wage levels by a factor (established

13 by the Secretary) reflecting the relative hospital wage

14 level in the geographic area of the hospital compared to

15 the national or regional average hospital wage level as

16 appropriate.

17 "(3) The Secretary shall determine an adjusted DR G

18 prospective payment rate, for each inpatient hospital dis-

19 charge in a fiscal year after fiscal year 1984 involving inpa-

20 tient hospital services of a subsection (d) hospital for which

21 payment may be made under part A of this title, as follows:

22 "(A) UPDATING PREVIOUS STANDARDIZED

23 AMOUNTS.—The Secretary shall compute an average

24 standardized amount for hospitals located in an urban

25 area within the United States and, for fiscal year
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1 1985, for hospitals located in an urban area within

2 each region, and for hospitals located in a rural area

3 within the United States, and for fiscal year 1985, for

4 hospitals located in a rural area within each region,

5 and equal to the respective average standardized

6 amount computed for the previous fiscal year under

7 paragraph (2)(D) or under this subparagraph, in-

8 creased by the applicable percentage increase under

9 subsection (b) (3) (B) for that particular fiscal year.

10 "(B) REDUCING FOR VALUE OF OUTLIER PAY-

11 MENTS.—The Secretary shall reduce each of the aver-

12 age standardized amounts determined under subpara-

13 graph (A) by a proportion equal to the proportion (esti-

14 mated by the Secretary) of the amount of payments

15 under this subsection based on DR G prospective pay-

16 ment amounts which are additional payments described

17 in paragraph (5)(A) (relating to outlier payments).

18 "(0) MAINTAINING BUDGET NEUTRALITy.—The

19 Secretary shall adjust each of such average standard-

20 ized amounts as may be required under subsection

21 (e) (1) (B) for that fiscal year.

22 "(D) COMPUTING DRG-SPECIFIC RATES FOR

23 URBAN AND RURAL HOSPITALS.—For each discharge

24 classified within a diagnosis-related group, the Secre-
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1 tary shall establish a DR G prospective payment rate

2 for the fiscal year which is equal—

3 "(i) for hospitals located in an urban area in

4 the United States and (if applicable) for hospitals

5 located in an urban area in each region, to the

6 product of—

7 "(1) the average standardized amount

8 (computed under subparagraph (A), reduced

9 under subparagraph (B), and adjusted under

10 subparagraph (C)) for the fiscal year for hos-

11 pitals located in an urban area in the United

12 States or in that region, and

13 "(ii) the weighting factor (determined

14 under paragraph (4)(B)) for that diagnosis-

15 related group, and

16 "(ii) for hospitals located in a rural area in

17 the United States and (if applicable) for hospitals

18 located in a rural area in each region (and, if ap-

19 plicable, in a census division), to the product of—

20 "(1) the average standardized amount

21 (computed under subparagraph (A), reduced

22 under subparagraph (B), and adjusted under

23 subparagraph (C)) for the fiscal year for hos-

24 pitals located in a rural area in the United

25 States or in that region, and
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1 "(ii) the weighting factor (determined

2 under paragraph (4)(B)) for that diagnosis-

3 related group.

4 "(E) ADJUSTING FOR DIFFERENT AREA WAGE

5 LEVELS.—The Secretary shall adjust the proportion,

6 (as estimated by the Secretary from time to time) of

7 hospitals' costs which are attributable to wages and

8 wage-related costs, of the DR G prospective payment

9 rates computed under subparagraph (D) for area differ-

10 ences in hospital wage levels by a factor (established by

11 the Secretary) reflecting the relative hospital wage level

12 in the geographic area of the hospital compared to the

13 national or regional average hospital wage level as ap-

14 propriate.

15 "(4)(A) The Secretary shall establish a classification of

16 inpatient hospital discharges by diagnosis-related groups and

17 a methodology for classifying specific hospital discharges

18 wit/tin these groups.

19 "(B) For each such diagnosis-related group the Secre-

20 tary shall assign an appropriate weighting factor which re-

21 flects the relative hospital resources used with respect to dis-

22 charges classified within that group compared to discharges

23 classified within other groups.

24 "(C) The Secretary shall adjust the classifications and

25 weighting factors established under subparagraphs (A) and
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1 (B), at least every five years, to reflect changes in treatment

2 patterns, technology, and other factors which may change the

3 relative use of hospital resources.

4 "(D) The Commission (established under subsection

5 (e)(2)) shall consult with and make recommendations to the

6 Secretary with respect to adjustments to be made under sub-

7 paragraph (C), based upon its evaluation of scientific evi-

8 dence with respect to new practices, including the use of new

9 technologies and treatment modalities. The Commission shall

10 report to the Congress with respect to its evaluation of any

11 adjustments made by the Secretary under subparagraph (C).

12 "(5)(A)(i) The Secretary shall provide for an additional

13 payment for a subsection (d) hospital for any discharge in a

14 diagnosis-related group, the length of stay of which exceeds

15 the mean length of stay for discharges within ihat group by a

16 fixed number of days, or exceeds such mean length of stay by

17 some fixed number of standard deviations, whichever is the

18 lesser.

19 "(ii) For cases which are not included in clause (i), a

20 hospital may request additional payments in any case where

21 changes, adjusted to cost, exceed a fixed multiple of the DR G

22 rate, or exceed such other fixed dollar amount, whichever is

23 greater.

24 "(iii) The amount of such additional payment under

25 clauses (i) and (ii) shall be determined by the Secretary and
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1 shall approximate the marginal cost of care beyond the cutoff

2 point applicable under clause (i) or (ii).

3 "(iv) The total amount of the additional payments made

4 under this subparagraph for discharges in a fiscal year may

5 not be less than 5 percent nor more than 6 percent of the total

6 payments made based on DR G prospective payment rates for

7 discharges in that year, and the DR G rates shall be reduced

8 to compensate for any payments under this subparagraph in

9 excess of such 6 percent.

10 "(B) The Secretary shall provide for an additional pay-

11 ment amount for subsection (d) hospitals with indirect costs

12 of medical education, in an amount computed in the same

13 manner as the adjustment for such costs under regulations

14 (in effect as of January 1, 1983) under subsection (a)(2),

15 except that in the computation under this subparagraph the

16 Secretary shall use an educational adjustment factor equal to

17 twice the factor provided under such regulations.

18 "(C)(i) The Secretary shall provide for such exceptions

19 and adjustments to the payment amounts established under

20 this subsection as the Secretary deems appropriate to take

21 into account the special needs of public or other hospitals that

22 serve a significantly disproportionate number of patients who

23 have low income or are entitled to benefits under part A of

24 this title.
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1 "(ii) With respect to a hospital which is a 'sole commu-

2 nity hospital', payment under paragraph (1)(A)(i) for any

3 cost reporting period or fiscal year beginning on or after Oc-

4 tober 1, 1983, shall be determined using the target percentage

5 and DR G percentage applicable for the fiscal year beginning

6 on October 1, 1983, and in no case shall total payments to

7 such a hospital under this title for any cost reporting period

8 beginning on or after October 1, 1983, and before October 1,

9 1986, be less than such payments to such hospital for the

10 preceding cost reporting period. For purposes of this subpara-

11 graph, the term 'sole community hospital' means a hospital

12 that, by reason of factors such as isolated location, weather

13 conditions, travel conditions, or absence of other hospitals (as

14 determined by the Secretary), is the sole source of inpatient

15 hospital services reasonably available to individuals in a geo-

16 graphical area who are entitled to benefits under part A.

17 "(iii) The Secretary may provide for such adjustments

18 to the payment amounts as the Secretary deem$ appropriate

19 to take into account the unique circumstances of hospitals

20 located in Alaska and Hawaii.

21 "(D)(i) The Secretary shall estimate the amountof re-

22 imbursement made for services described in section

23 1862 (a) (14) with respect to which payment was made under

24 part B in the base reporting periods referred to in paragraph
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1 (2)(A) and with respect to which payment is no longer being

2 made.

3 "(ii) The Secretary shall provide for an adjustment to

4 the payment for subsection (d) hospitals in each fiscal year so

5 as appropriately to reflect the net amount described in clause

6(i).

7 "(E) This paragraph shall apply only to subsection (d)

8 hospitals that receive payments in amounts computed under

9 this subsection.

10 "(6) The Secretary shall provide for publication in the

11 Federal Register, on or before the September 1 before each

12 fiscal year (beginning with fiscal year 1984), of a description

13 of the methodology and data used in computing the adjusted

14 DRG prospective payment rates under this subsection, in-

15 cluding any adjustments required under subsection (e)(1)(B).

16 "(7) There shall be no administrative or judicial review

17 under section 1878 or otherwise of—

18 "(A) the determination of the requirement, or the

19 proportional amount, of any adjustment effected pursu-

20 ant to subsection (e)(1), and

21 "(B) the establishment of diagnosis-related

22 groups, of the methodology for the classification of dis-

23 charges within such groups, and of the appropriate

24 weighting factors thereof under paragraph (4).
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1 "(e)(1)(A) For cost reporting periods of hospitals begin-

2 ning in fiscal year 1984 or fiscal year 1985, the Secretary

3 shall provide for such proportional adjustment in the applica-

4 ble percentage increase (otherwise applicable to the periods

5 under subsection (b)(3)(B)) as may be necessary to assure

6 that—

7 "(i) the aggregate payment amounts otherwise

8 provided under subsection (d)(1)(A)(i)(I) and (d)(5) for

9 that fiscal year for operating costs of inpatient hospital

10 services of hospitals,

11 are not greater or less than—

12 "(ii) the target percentage (as defined in subsec-

13 tion (d)(1)(C)) of the payment amounts which would

14 have been payable for such services for those same hos-

15 pitals for that fiscal year under this section under the

16 law as in effect before the date of the enactment of the

17 Social Security Act Amendments of 1983;

18 except that the adjustment made under this subparagraph

19 shall apply only to subsection (d) hospitals and shall not

20 apply for puiposes of making computations under subsection

21 (d)(2)(B)(ii) or subsection (d)(3)(A).

22 "(B) For discharges occurring in fiscal year 1984 or

23 fiscal year 1985, the Secretary shall provide under subsec-

24 tions (d)(2)(F) and (d)(3)('C) for such equal proportional ad-

25 justment in each of the average standardized amounts other-
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1 wise computed for that fiscal year as may be necessary to

2 assure that—

3 "(i) the aggregate payment amounts otherwise

4 provided under subsection (d)(1)(A)(i)(II) and (d)(5)

5 for that fiscal year for operating costs of inpatient hos-

6 pital services of hospitals,.

7 are not greater or less than—

8 "(ii) the DRU percentage (as defined in subsec-

9 tion (d)(1)('C)) of the payment amounts which would

10 have been payable for such services for those same hos-

11 pitals for that fiscal year under this section under the

12 law as in effect before the date of the enactment of the

13 Social Security Act Amendments of 1983.

14 "(2) The Secretary shall provide for appointment of a

15 Commission of independent experts, selected by the Office of

16 Technology Assessment (hereinafter in this subsection re-

17 ferred to as the 'Commission') to review the applicable per-

18 centage increase factor described in subsection (b)(3)(B) and

19 make recommendations to the Secretary on the appropriate

20 percentage increase which should be effected for hospital in-

21 patient discharges under subsections (b) and (d) for fiscal

22 years beginning with fiscal year 1985. In making its recom-

23 mendations, the Commission shall take into account changes

24 in the hospital market-basket described in subsection

25 (b) (3) (B), hospital productivity, technological and scientific

S 1 RS



200

1 advances, the quality of health care provided in hospitals (in-

2 cluding the quality and skill level of professional nursing

3 required to maintain quality care), and long-term cost -effec-

4 tiveness in the provision of inpatient hospital services.

5 "(3) The Commission, not later than the April 1 before

6 the beginning of each fiscal year (beginning with fiscal year

7 1985), shall report its recommendations to the Secretary on

8 an appropriate increase factor which should be used (instead

9 of the applicable percentage increase described in subsection

10 (b)(3)(B)) for inpatient hospital services for discharges in

11 that fiscal year.

12 "(4) Taking into consideration the recommendations of

13 the Commission, the Secretary shall determine for each fiscal

14 year (beginning with fiscal year 1986) the percentage in-

15 crease which will apply for purposes of this section as the

16 applicable percentage increase (otherwise described in subsec-

17 tion (b)(3)(B)) for discharges in that fiscal year, and which

18 will assure adequate compensation for the efficient and effec-

19 tive delivery of medically appropriate and necessary care of

20 high quality.

21 "(5) The Secretary shall cause to have published in the

22 Federal Register, not later than—

23 "(A) the June 1 before each fiscal year (beginning

24 with fiscal year 1985), the Secretary '.s proposed deter-

25 mination under paragraph (4) for that fiscal year, and
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1 "(B) the September 1 before such fiscal year, the

2 Secretary final determination under such paragraph

3 for that year.

4 The Secretary shall include in the publication referred to in

5 subparagraph (A) for a fiscal year the report of the Commis-

6 sion recommendations submitted under paragraph (3) for

7 that fiscal year.

8 "(6)(A) The Commission shall consist of fifteen individ-

9 uals selected and appointed by the Director of the Congres-

10 sional Office of Technology Assessment (hereafter in this

11 part referred to as the 'Director' and the 'Office respective-

12 ly). Such appointments shall be without regard to the provi-

13 sions of title 5, United States Code, governing appointments

14 in the competitive service. Members of the Commission shall

15 be appointed no later than April 1, 1984, for a term of three

16 years, except that the Director may provide initially for such

17 shorter terms as will insure that (on a continuing basis) the

18 terms of no more than seven members shall expire in any one

19 year. Members of the Commission shall be eligible for reap-

20 pointment for no more than .two consecutive terms.

21 "(B) The membership of the Commission shall provide

22 expertise and experience in the provision and financing of

23 health care, including but not limited to physicians and reg-

24 istered professional nurses, employers, third party payors,

25 and individuals skilled in the conduct and interpretation of
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1 biomedical, health services, and health economics research.

2 The Director shall seek nominations from a wide range of

3 groups, including but not limited to—

4 "(i) national organizations representing physi-

5 cians, including medical specialty organizations and

6 registered professional nurses and other skilled health

7 professionals;

8 "(ii) national organizations representing hospitals,

9 including teaching hospitals; and

10 "(iii) national organizations representing the

11 business community, health benefit programs, labor,

12 and the elderly.

13 "(C) The Commission may employ such personnel (not

14 to exceed 50) as may be necessary to carry out its duties.

15 Subject to approval by the Director, the Commission shall

16 appoint one of the members of its staff as Executive Director.

17 The Commission is authorized to seek such assistance and

18 support as may be required in the performance of its duties

19 from appropriate Federal departments and agencies. Such

20 assistance may include the provision of detailees, office space,

21 and related services, with or without reimbursement, as

22 agreed upon by the Commission and the head of the appropri-

23 ate department or agency.

24 "(D) While serving on the business of the Commission

25 (including traveltime), a member of the Commission shall be
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1 entitled to compensation at the per diem equivalent of the rate

2 provided for level IV of the Executive Schedule under section

3 5315 of title 5, United States Code, and while so serving

4 away from home and his regular place of business, a member

5 may be allowed travel expenses, including per diem in lieu of

6 subsistence, as authorized by the Chairman of the Commis-

7 sion.

8 "(B) The Executive Director shall be compensated at

9 the rate provided for level IV of the Executive Schedule

10 under section 5315 of title 5, United States Code.

11 "(F) The Executive Director shall, in accordance with

12 such policies as the Commission may prescribe, appoint and

13 fix the rates of compensation of such personnel as may be

14 necessary to carry out the provisions of this part. Such rates

15 of compensation may not exceed the level specified in subpar-

16 agraph (B).

17 "(G) The Commission shall have the authority to—

18 "(i) enter into contracts or make other arrange-

19 ments, as may be necessary for the conduct of the work

20 of the Commission, with any competent personnel or

21 organization, with or without reimbursement, without

22 performance or other bonds, and without regard to sec-

23 tion 3709 of the Revised Statutes (41 U.S. C. 5);

24 "(ii) make advance, progress, and other payments

25 which relate to the work of the Commission without
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1 regard to the provisions of section 3324 of title 31,

2 United States Code;

3 "(iii) accept services of voluntary and uncompen-

4 sated personnel that are necessary for the conduct of

5 the work of the Commission and provide transportation

6 and subsistence as authorized by section 5703 of title

7 5, United States Code, for persons serving without

8 compensation;

9 "(iv) acquire by purchase, lease, loan, or gift, and

10 hold and dispose of by sale, lease, or loan, real and

11 personal property of all kinds that is necessary for, or

12 results from, the exercise of authority granted by this

13 part (without regard to the first section of the Act of

14 March 3, 1877 (19 Stat. 370, chapter 106; 40 U.S.C.

15 34)); and

16 "(v) prescribe such rules and regulations as it

17 deems necessary with respect to the internal organiza-

18 tion and operation of the Commission.

19 "(H) In order to identify medically appropriate patterns

20 of health resources use in accordance with paragraph (2)(A),

21 the Commission shall collect and assess information on medi-

22 cal and surgical procedures and services, including informa-

23 tion on regional variations of medical practice and lengths of

24 hospitalization and on other patient-care data, giving special

25 attention to treatment patterns for conditions which appear to
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1 involve excessively costly or inappropriate services not

2 adding to the quality of care provided. In order to assess the

3 safety, efficiency, and cost-effectiveness of new and existing

4 medical and surgical procedures, the Commission shall, in

5 coordination to the extent possible with the Secretary, collect

6 and assess factual information, giving special attention to the

7 needs of updating existing DR G 's, establishing new DR G 's,

8 and making recommendations on relative DR G weights to

9 reflect appropriate differences in resource consumption in de-

10 livering safe, efficacious, and cost-effective care. In collecting

11 and assessing information, the Commission shall—

12 "(i) utilize existing information, both published

13 and unpublished, where possible, collected and assessed

14 either by its own staff or under other arrangements

15 made in accordance with this part; and

16 "(ii) carry out, or award grants or contracts for,

17 original research where existing information is mad-

18 equate for the development of useful and valid guide-

19 lines by the Commission.

20 "(i) The Commission shall have access to such relevant

21 information and data as may be available from appropriate

22 Federal agencies. The Commission shall maintain the confi-

23 dentiality of all confidential information it receives.
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1 "(J) There shall be established a Federal Liaison Corn-

2 mittee to the Commission (hereafter in this part referred to as

3 the 'Committee 9. The Committee shall—

4 "(1) arrange for the acquisition of information in

5 accordance with subparagraph (1) and assure that its

6 activities, especially the conduct of original research

7 and medical studies, are coordinated with the activities

8 of Federal agencies; and

9 "(2) advise the Commission with respect to the

10 activities of Federal agencies that relate to the duties of

11 the Commission or to particular medical procedures

12 and services under study, or being considered for

13 study, by the Commission.

14 The Federal Liaison Committee shall consist of delegates of

15 those Federal agencies which can, in the judgment of the

16 Commission, play a significant role in assisting the Commis-

17 sion. The Administrator of the Health Care Financing Ad-

18 ministration shall serve as the Chairman of the Committee.

19 Members of the Committee shall serve without additional

20 compensation. The Committee shall meet at the call of the

21 Chairman of the Committee, or at the call of the Chairman

22 of the Commission, but not less than six times a year.

23 "(K)(i) The Office shall report to the Congress, from

24 time to time, on the functioning and progress of the Commis-

25 sion and on the status of the assessment of medical proce-
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1 dures and services by the Commission. Such reports shall be

2 annual for the first three years of the Commission operation

3 and biannual thereafter, and shall be delivered to the Con-

4 gress by March 15 of each reporting year.

5 "(ii) The Office shall have unrestricted access to all de-

6 liberations, records, and data of the Commission, immediate-

7 ly upon its request.

8 "(iii) In order to carry out its duties under this part, the

9 Office is authorized to expend reasonable and necessary

10 funds as mutually aireed upon by the Office and the Com-

11 mission. The Office shall be reimbursed for such funds by the

12 Commission from the appropriations made with respect to the

13 Commission. The Office shall carry out such duties subject

14 to approval of the Technology. Assessment Board, as pre-

15 scribed by sections 3(d) (2) and (3) of the Technology Assess-

16 ment Act of 1972 (2 U.S.C. 472(d) (2) and (3)).

17 "(L)(i) There are authorized to be appropriated such

18 sums as may be necessary to carry out the provisions of this

19 paragraph.

20 "('ii,) Eighty-five percent of such appropriation shall be

21 payable from the Federal Hospital Insurance Trust Fund,

22 and 15 percent of such appropriation shall be payable from

23 the Federal Supplementary Medical Insurance Trust

24 Fund.".
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1 (f) Section 1862(a) (1) of the Social Security Act is

2 amended—

3 (1) by striking out "(B) or (C)" and inserting in

4 lieu thereof "(B), (C), or (D) ",

5 (2) by striking out "and" at the end of subpara-

6 graph (B);

7 (3) by striking out the semicolon at the end of

8 subparagraph (C) and inserting in lieu thereof a

9 comma and "and"; and

10 (4) by adding at the end thereof the following new

11 subparagraph.

12 "(D) in the case of clinical care items and serv-

13 ices provided with the concurrence of the Secretary and

14 with respect to research and experimentation conducted

15 by, or under contract with, the Prospective Payment

16 Assessment Commission or the Secretary, which are

17 not reasonable and necessary to carry out the purposes

18 of section 1886(d) (6);".

19 CONFORMING AMENDMENTS

20 SEc. 302. (a) Sections 1814(g) and 1835(e) of the

21 Social Security Act are each amended by inserting "(or

22 would be if section 1886 did not apply)" after "section

23 1861(v)(1)(D)".

24 (b) Section 1814(h) (2) of such Act is amended by strik-

25 ing out "the reasonable costs for such services" and inserting
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1 in lieu thereof "the amount that would be payable for such

2 services under subsection (b) and section 1886".

3 (c)(1) The matter in section 1861(v)(1)(G)(i) of such

4 Act following subclause (III) is amended by striking out "on

5 the basis of the reasonable cost of" and inserting in lieu

6 thereof "the amount otherwise payable under part A with re-

7 spectto".

8 (2) Section 1861 (v)(2)(A) of such Act is amended by

9 striking out "an amount equal to the reasonable cost of" and

10 inserting in lieu thereof "the amount that would be taken into

11 account with respect to ".

12 (3) Section 1861 (v) (2) (B) of such Act is amended by

13 striking out "the equivalent of the reasonable cost of".

14 (4) Section 1861 (v) (3) of such Act is amended by strik-

15 ing out "the reasonable cost of such bed and board furnished

16 in semiprivate accommodations (determined pursuant to

17 paragraph (1))" and inserting in lieu thereof "the amount

18 otherwise payable under this title for such bed and board fur-

19 nished in semiprivate accommodations".

20 (d) Section 1862 (a) of such Act is amended—.

21 (1) by striking out "or" at the end of paragraph

22 (12),

23 (2) by striking out the period at the end of para-

24 graph (13) and inserting in lieu thereof "; or", and
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1 (3) by adding at the end the following new para-

2 graph.

3 "(14) which are other than physicians' services

4 (as defined in regulations) and which are furnished to

5 an individual who is an inpatient of a hospital by an

6 entity other than the hospital, unless the services are

7 furnished under arrangements (as defined in section

8 1861 (w) (1)) with the entity made by the hospital. ".

9 (e)(1) Section 1866(a) (1) of such Act is amended—

10 (A) by striking out "and" at the end of subpara-

11 graph (D),

12 (B) by striking out the period at the end of sub-

13 paragraph (E), and

14 (C) by adding at the end the following new sub-

15 paragraphs:

16 "(F) in the case of hospitals which provide inpa-

17 tient hospital services for which payment may be made

18 under subsection (c) or (d) of section 1886, to main-

19 lain an agreement with a utilization and quality con-

20 trol peer review organization (if there is such an orga-

21 nization which has a contract with the Secretary under

22 part B of title Xl for the area in which the hospital is

23 located) under which the organization will perform

24 functions under that part with respect to the review of

25 the accuracy of diagnostic information on such hospi-
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1 tal's bills, the completeness and adequacy of care pro-

2 vided, the appropriateness of admissions, and the ap-

3 propriateness of care provided for which additional

4 payments are sought under section 1886(d) (5), with re-

5 spect to inpatient hospital services for which payment

6 may be made under part A of this title (and for pur-

7 poses of payment under this title, the cost of such

8 agreement to the hospital shall be considered a cost in-

9 curred by such hospital in providing inpatient services

10 under part A, but shall be paid directly by the Secre-

11 tary to such organization on behalf of such hospital in

12 accordance with a budget approved by the Secretary),

13 "(G) in the case of hospitals which provide inpa-

14 tient hospital services for which payment may be made

15 under subsection (b) or (d) of section 1886, not to

16 charge any individual or any other person for inpatient

17 hospital services for which such individual would be

18 entitled to have payment made under part A but for a

19 denial or reduction of payments under section 1886(f),

20 and

21 "(H) in the case of hospitals which provide inpa-

22 tient hospital services for which payment may be made

23 under section 1886(d), to have all items and services

24 (other than physicians' services as defined in regula-

25 tions) (i) that are furnished to an individual who is an
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1 inpatient of the hospital, and (ii) for which the individ-

2 ual is entitled to have payment made under this title,

3 furnished by the hospital or otherwise under arrange-

4 ments (as defined in section 1861 (w)(1)) made by the

5 hospital.".

6 (2) The matter in section 1866(a) (2) (B) (ii) of such Act

7 preceding subclause (I) is amended by inserting "and except

8 with respect to inpatient hospital costs with respect to which

9 amounts are payable under section 1886(d)" after "(except

10 with respect to emergency services)".

11 (f) Section 18 76(g) of such Act is amended by adding at

12 the end the following:

13 "(4) A risk-sharing contract under this subsection may,

14 at the option of an eligible organization, provide that the Sec-

15 retarg—

16 "(A) will reimburse hospitals for payment

17 amounts determined in accordance with section 1886,

18 as applicable, of inpatient hospital services furnished to

19 individuals enrolled with such organization pursuant to

20 subsection (d), and

21 "(B) will deduct the amount of such reimburse-

22 ment for payment which would otherwise be made to

23 such organization. ".

24 (g)(1) Section 1878 (a) of such Act is amended—
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1 (A) by inserting "and (except as provided in sub-

2 section (g)(2)) any hospital which receives payments in

3 amounts computed under section 1886(d) and which

4 has submitted such reports within such time as the

5 Secretary may require in order to. make payment

6 under such section may obtain a hearing with respect

7 to such payment by the Board" after "subsection (Ii)"

8 in the matter before paragraph (1),

9 (B) by inserting "(i)" after "(A)"in paragraph

10 (1)(A),

11 (U) by inserting "or" at the end of paragraph

12 (1)(A) and by adding after such paragraph the follow-

13 ing new clause:

14 "(ii,) is dissatisfied with a final deterinina-

15 tion of the Secretary as to the amount of the pay-

16 ment under section 1886(d), ", and

17 (D) by striking out "(1)(A)"in paragraph (3)

18 and inserting in lieu thereof "(1)(A)(i), or with respect

19 to appeals under paragraph (1)(A)(ii), 180 days after

20 notice of the Secretary final determination, ".

21 (2)(A) The last sentence of section 1878(f)(1) of the

22 Social Security Act is amended by inserting "(or, in an

23 action brought jointly by several providers, the judicial dis-

24 trict in which the greatest number of such providers are locat-
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1 ed) after "the judicial district in which the provider is locat-

2 ed".

3 (B) Section 1878(f)(1) of such Act is further amended

4 by adding at the end thereof the following new sentence.

5 "Any appeal to the Board or action for judicial review by

6 providers which are under common ownership or control must

7 be brought by such providers as a group with respect to any

8 matter involving an issue common to such providers. ".

9 (3) Section 1878(g) of such Act is amended by inserting

10 "(1)" after "(g)" and by adding at the end the following new

11 paragraph:

12 "(2) The determinations and other decisions described

13 in section 1886(d) (7) shall not be reviewed by the Board or

14 by any court pursuant to an action brought under subsection

15 (f) or other-wise. ".

16 (4) The third sentence of section 1878(h) of such Act is

17 amended striking out "cost reimbursement" and inserting in

18 lieu thereof "payment of providers of services".

19 (h) The first sentence of section 1881 (b) (2) (A) of such

20 Act is amended by inserting "or section 1886 (if applicable)"

21 after "section 1861(v)".

22 (i) Section 1887(a)(1)(B) of such Act is amended by

23 inserting "or on the bases described in section 1886" after

24 "on a reasonable cost basis ".
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1 (j) The Secretary may, for any cost reporting period

2 beginning prior to October 1, 1986, waive the requirements

3 of sections 1862 (a) (14) and 1866(a) (1) (H) of the Social Se-

4 curity Act in the case of a hospital which has followed a

5 practice of allowing direct billing under part B of title

6 XVIII of such Act for services (other than physician serv-

7 ices) so extensively, that immediate compliance with those

8 requirements would threaten the stability of patient care. Any

9 such waiver shall provide that such billing may continue to

10 be made under part B but that the payments to such hospital

11 under part A of such title shall be reduced by the amount of

12 the billings for such services under part B. If such a waiver

13 is granted, at the end of the waiver period the Secretary may

14 provide for such methods of payments under part A as is

15 appropriate, given the organizational structure of the institu-

16 tion.

17 REPORTS, EXPERIMENTS, AND DEMONSTRATION

18 PROJECTS

19 SEC. 303. (a)(1) The Secretary of Health and Human

20 Services (hereinafter in this title referred to as the "Secre-

21 tary") shall study and report to the Congress within 18

22 months after the date of the enactment of this Act on the

23 method by which capital-related costs, such as return on net

24 equity, associated with inpatient hospital services can be in-

S I RS



216

1 cluded within the prospective payment amounts computed

2 under section 1886(d) of the Social Security Act.

3 (2)(A) The Secretary shall study and report annually to

4 the Congress at the end of each year (beginning with 1984

5 and ending with 1987) on the impact, of the payment meth-

6 odology under section 1886(d) of the Social Security Act

7 during the previous year, classes of hospitals, beneficiaries,

8 and other payors for inpatient hospital services, and other

9 providers.

10 (B) During fiscal year 1984, the Secretary shall begin

11 the collection of data necessary to compute the amount of phy-

12 sician charges attributable, by diagnosis-related groups, to

13 physicians' services furnished to inpatients of hospitals whose

14 discharges are classified within those groups. The Secretary

15 shall include, in a report to Congress in 1985, legislative

16 recommendations on the advisability and feasibility of pro-

17 viding for determining the amount of the payments for physi-

18 cians' services furnished to hospital inpatients based on the

19 DR G classification of the discharges of those inpatients.

20 (C) In the annual report to Congress under subpara-

21 graph (A) for 1985, the Secretary shall include the results of

22 studies on—

23 (i) the feasibility and impact of eliminating or

24 phasing out separate urban and rural DR G prospec-
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1 tive payment rates under paragraph (3) of section

2 1886(d) of the Social Security Act,

3 (ii) whether and the method under which hospi-

4 tals, not paid based on amounts determined under such

5 section, can be paid for inpatient hospital services on a

6 prospective basis as under such section;

7 (iii) the application of severity of illness, intensity

8 of care, or other modifications to the diagnosis-related

9 groups, and the advisability and feasibility of provid-

10 ing for such modifications, and

11 (iv) the feasibility and desirability of applying the

12 payment methodology under such section to payment

13 by all payors for inpatient hospital services.

14 (3) Prior to April 1, 1985, the Secretary shall complete

15 a study and make legislative recommendations to the Con-

16 gress with respect to an equitable method of reimbursing sole

17 community hospitals which takes into account their unique

18 vulnerability to substantial variations in occupancy. in addi-

19 tion, the Secretary shall examine ways to coordinate an in-

20 formation transfer between parts A and B, particularly with

21 respect •to those cases where a denial of coverage is made

22 under part A, and no adjustment is made in the reimburse-

23 ment to the admitting physician, or physicians. The Secre-

24 tary also reports on the appropriate treatment of uncompen-

25 sated care costs, and adjustments that might be appropriate
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1 for large teaching hospitals located in rural areas. The Secre-

2 tary shall also on the advisability of having hospitals make

3 available information on the cost of care to patients financed

4 by both public programs and private payors.

5 (4) The Secretary shall complete a study and make rec-

6 ommendations to the Congress, before April 1, 1984, with

7 respect to whether hospitals located outside of the fifty States

8 and the District of Columbia should be included under a

9 prospective payment system.

10 (b)(1) Except as provided in paragraph (2), the amend-

11 ments made by this title shall not affect the authority of the

12 Secretary to develop, carry out, or continue experiments and

13 demonstration projects.

14 (2) The Secretary shall provide that, upon the request of

15 a State which has a demonstration project, for payment of

16 hospitals under title XV111 of the Social Security Act ap-

17 proved under section 402(a) of the Social Security Amend-

18 ments of 1967 or section 222(a) of the Social Security

19 Amendments of 1972, which (A) is in effect as of March 1,

20 1983, and (B) was entered into after August 1982, the terms

21 of the demonstration agreement shall be modified so that the

22 percentage by which such demonstration project is required to

23 maintain the rate of increase in medicare hospital costs in

24 that State below the national rate of increase in medicare

25 hospital costs shall be decreased by one-half of one percentage
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1 point per contract year, beginning with the contract year be-

2 ginning in 1983.

3 (c) The Secretary shall approve, with appropriate terms

4 and conditions as defined by the Secretary, within 30 days

5 after the date of enactment of this Act—

6 (1) the risk-sharing application of On Lok Senior

7 Health, SeTv1ices (according to terms and conditions as

8 specified bg the Secretaij),, dczted Jul!, 2, 1982, for

9 waivers, pursuant to section 222 of the Social Security

10 Amendments of 1972 and section 402(a) of the Social

11 Security Amendments of 1967, of certain requirements

12 of title XV111 of the Social Security Act over a period

13 of 36 months in order to carry out a long-term care

14 demonstration project, and

15 (2) the application of the Department of Health

16 Sert,ices, State of California, dated November 1, 1982,

17 pursuant to section 1115 of the Social Security Act,

18 for the waiver of certain requirements of title X1X of

19 such Act over a period of 36 months in order to carry

20 out a demonstration project for capitated reimburse-

21 ment for comprehensive long-term care sert,ices involv-

22 ing On Lok Senior Health Sert,ices.

23 (d) The Secretary shall continue demonstrations with

24 hospitals in areas with critical shortages of skilled nursing
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1 facilities to study the feasibility of providing alternative sys-

2 tems of care or methods of payment.

3 EFFECTIVE DATES

4 SEC. 304. (a)(1) Except as provided in paragraph (2),

5 the amendments made by the preceding provisions of this title

6 apply to items and services furnished by or under arrange-

7 ments with a hospital beginning with its first cost reporting

8 period that begins on or after October 1, 1983. A change in a

9 hospital cost reporting period that has been made after No-

10 vember 1982 shall be recognized for purposes of this section

11 only if the Secretary finds good cause for that change.

12 (2) Section 1866(a)(1)(F) of the Social Security Act

13 (as added by section 302(f)(1)(C) of this title), section

14 1862(a) (14) (as added by section 302 (e) (3) of this title) and

15 sections 1886(a) (1) (U) and (H) of such Act (as added by

16 section 302(f)(1)(C) of this title) take effect on October 1,

17 1983.

18 (b) The Secretary shall make an appropriate reduction

19 in the payment amount under section 1886(d) of the Social

20 Security Act (as amended by this title) for any discharge, if

21 the admission has occurred before a hospital's first cost re-

22 porting period that begins after September 1983, to take into

23 account amounts payable under title XVIII of that Act (as

24 in effect before the date of the enactment of this Act) for items

25 and services furnished before that period.
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1 (c)(1) The Secretary shall cause to be published in the

2 Federal Register a notice of the interim final DR U prospec-

3 tive payment rates established under subsection (d) of section.

4 1886 of the Social Security Act (as amended by this title) no

5 later than September 1, 1983, and allow for a period of

6 public comment thereon. The DRU prospective payment

7 rates shall become effective on October 1, 1983, without the

8 necessity for consideration of comments received, but the Sec-

9 retary shall, by notice published in the Federal Register,

10 affirm or modify the amounts by December 31, 1983, after

11 considering ti ose comments.

12 (2) A modification under paragraph (1) that reduces a

13 DRU prospective payment rate shall apply only to discharges

14 occurring after 30 days after the date the notice of the modifi-

15 cation is published in the Federal Register.

16 (3) Rules to implement subsection (d) of section 1886 of

17 the Social Security Act (as so amended) shall, and excep-

18 tions, adjustments, or additional payment amounts under

19 paragraph (5) of such subsection may, be established in ac-

20 cordance with the procedure described in this subsection.

21 DELAY IN PROVISION RELATING TO HOSPITAL-BASED

22 SKILLED NURSING FACILITIES

23 SEC. 305. (a) Section 102 of the Tax Equity and

24 Fiscal Responsibility Act of 1982 is amended by striking out
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1 "October 1, 1982" and inserting in lieu thereof "October 1,

2 1983".

3 (h) The Secretary of Health and Human Services shall,

4 prior to December 31, 1983, complete a study and report to

5 the Congress, with respect to the effect which the implementa-

6 tion of section 102 of the Tax Equity and Fiscal I?esponsi-

7 bility Act of 1982 would have on hospital-based skilled nurs-

8 ing facilities, given the differences (if any) in the patient

9 populations served by such facilities and by community-

10 based skilled nursing facilities.

11 SHIFT IN PART B PREMIUM TO COINCIDE WITH COST-OF-

12 LIVING INCREASE

13 SEC. 306. (a) Section 1839 of the Social Security Act

14 is amended by striking out subsections (a), (b), and (c) and

15 inserting in lieu thereof the following:

16 "(a)(1) The Secretary shall, during October of 1983 and

17 of each year thereafter, determine the monthly actuarial rate

18 for enrollees who have attained retirement age (as defined in

19 section 216(a)) which shall be applicable for the succeeding

20 calendar year. Such actuarial rate shall be the amount the

21 Secretary estimates to be necessary so that the aggregate

22 amount for such calendar year with respect to those enrollees

23 who have attained retirement age will equal one-half of the

24 total of the benefits and administrative costs which he esti-

25 mates will be payable from the Federal Supplementary
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1 Medical insurance Trust Fund for services performed and

2 related administrative costs incurred in such calendar year

3 with respect to such enrollees, in calculating the monthly ac-

4 tuarial rate, the Secretary shall include an appropriate

5 amount for a contingency margin.

6 "(2) The monthly premium of each individual enrolled

7 under this part for each month after December 1983 shall,

8 except as provided in subsections (b) and (e), be the amount

9 determined under paragraph (3).

10 "(3) The Secretary shall, during October of 1983 and

11 of each year thereafter, determine and promulgate the month-

12 ly premium applicable for individuals enrolled under this

13 part for the succeeding calendar year. The monthly premium

14 shall (except as otherwise provided in subsection (e)) be equal

15 to the smaller of—

16 "(A) the monthly actuarial rate for enrollees who

17 have attained retirement age, determined according to

18 paragraph (1) of this subsection, for that calendar

19 year, or

20 "(B) the monthly premium rate most recently pro-

21 mulgated by the Secretary under this paragraph, in-

22 creased by a percentage determined as follows: The Sec-

23 retary shall ascertain the primary insurance amount

24 computed under section 215(a) (1), based upon average

25 indexed monthly earnings of $900, that applied to in-
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1 dividuals who became eligible for and entitled to old-

2 age insurance benefits for December of the year preced-

3 ing the promulgation. He shall increase the monthly

4 premium rate by the same percentage by which that

5 primary insurance amount is increased when; by

6 reason of the law in effect at the time the promulgation

7 is made, it is so computed to apply to those individuals

8 for the following December.

9 Whenever the Secretary promulgates the dollar amount

10 which shall be applicable as the monthly premium for any

11 period, he shall, at the time such promulgation is announced,

12 issue a public statement setting forth the actuarial assump-

13 tions and bases employed by him in arriving at the amount of

14 an adequate actuarial rate for enrollees who have attained

15 retirement age as provided in paragraph (1) and the deriva-

16 tion of the dollar amounts specified in this paragraph.

17 "(4) The Secretary shall also, during October of 1983

18 and of each year thereafter, determine the monthly actuarial

19 rate for disabled enrollees who have not attained retirement

20 age which shall be applicable for the succeeding calendar

21 year. Such actuarial rate shall be the amount the Secretary

22 estimates to be necessary so. that the aggregate amount for

23 such calendar year with respect to disabled enrollees who

24 have not attained retirement age will equal one-half of the

25 total of the benefits and administrative costs which he esti-
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1 mates will be payable from the Federal Supplementary

2 Medical Insurance Trust Fund for services performed and

3 related administrative costs incurred in such calendar year

4 with respect to such enrollees. In calculating the monthly ac-

5 tuarial rate under this paragraph, the Secretary shall include

6 an appropriate amount for a contingency margin. ".

7 (2) Subsections (d), (e), (f), and (g) of section 1839 of

8 such Act are redesignated as subsections (7)), (c), (d), and (e),

9 respectively.

10 (3) (A) Section 1839(b) of such Act (as so redesignated)

11 is amended by striking out "subsection (b), (c), or (g)" and

12 inserting in lieu thereof "subsection (a) or (e) ".

13 (B) Section 1839(d) of such Act (as so redesignated) is

14 amended by striking out "pulposes of subsection (c)" and

15 inserting in lieu thereof "pulposes of subsection (b) ".

16 (C) Section 1839(e) of such Act (as so redesignated) is

17 amended by striking out "subsection (c)" and "subsection

18 (c)(1)" and by inserting in lieu thereof "subsection (a)" and

19 "subsection (a)(1) ", respectively.

20 (D) Section 1818(c) of such Act is amended by striking

21 out "subsection (c) of section 1839" and inserting in lieu

22 thereof "subsection (a) of section 1839".

23 (E) Section 1843(d)(1) of such Act is amended by

24 striking out "without any increase under subsection (c) there-
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1 of" and inserting in lieu thereof "without any increase under

2 subsection (b) thereof".

3 (F) Section 1844(a) (1) (A)(i) of such Act is amended—

4 (i) by striking out "1839(c)(1)" and inserting in

5 lieu thereof "1839(a)(1) "; and

6 (ii) by striking out "1839(c)(3) or 1839(g)" and

7 inserting in lieu thereof "1839(a)(3) or 1839(e) ".

8 (G) Section 1844(a) (1) (B) (i) of such Act is amended—

9 (i) by striking out "1839(c)(4)" and inserting in

10 lieu thereof "1839(a)(4)"; and

11 (ii) by striking out "1839(c)(3) or 1839(g)" and

12 inserting in lieu thereof "1839(a)(3) or 1839(e)".

13 (H) Section 1876 (a) (5) of such Act is amended—

14 (i) in subparagraph (A)(ii), by striking out

15 "1839(c) (1)" and inserting in lieu thereof

16 "1839(a)(1)' and

17 (ii) in subparagraph (B)(ii), by striking out

18 "1839(c) (4)" and inserting in lieu thereof

19 "1839(a) (4)".

20 (4) The amendments made by this subsection shall

21 apply with respect to premiums payable for January 1984

22 and each month thereafter.

23 (5) The monthly premium amount under section 1839

24 of the Social Security Act for the months of July through

25 December of 1983 shall be equal to the monthly premium
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1 amount as determined under such section (as in effect prior

2 to the amendments made by this section) for June 1983.

3 SHIFT IN VOLUNTARY PART A PREMIUM TO COINCIDE

4 WITH COST-OF-LIVING INCREASES

5 SEC. 307. (a) Section 1818(d) (2) of the Social Secu-

6 rity Act is amended—

7 (1) by striking out "during the last calendar

8 quarter of each year, beginning in 1973," in the first

9 sentence and inserting in lieu thereof "during the next

10 to last calendar quarter of each year"

11 (2) by striking out "the 12-month period com-

12 mencing July 1 of the next year" in the first sentence

13 and inserting in lieu thereof "the following calendar

14 year"; and

15 (3) by striking out "for such next year" in the

16 second sentence and inserting in lieu thereof "for that

17 following calendar year'

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

19 premiums for months beginning with January 1984, and for

20 months after June 1983 and before January 1984, the

21 monthly premium under part A of title XVIII of the Social

22 Security Act for individuals enrolled under each respective

23 part shall be the monthly premium under that part for the

24 month of June 1983.
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1 TITLE I V—UNEMPLOYMENT COMPENSATION

2 PROVISIONS

3 PART A—FEDERAL SUPPLEMENTAL COMPENSATION

4 EXTENSION OF PROGRAM

5 SEC. 401. (a) Paragraph (2) of section 602(f) of the

6 Federal Supplemental Compensation Act of 1982 is amend-

7 ed by striking out "March 31, 1983" and inserting in lieu

8 thereof "September 30, 1983".

9 (b) Section 605(2) of such Act is amended by striking

10 out "April 1, 1983" and inserting in lieu thereof "October 1,

11 1983".

12 NUMBER OF WEEKS FOR WHICH COMPENSATION PAYABLE

13 SEC. 402. (a) Subsection (e) of section 602 of the Fed-

14 eral Supplemental Compensation Act of 1982 is amended by

15 redesignating paragraph (3) as paragraph (4) and by strik-

16 ing out paragraph (2) and inserting in lieu thereof the follow-

17 ing new paragraphs:

18 "(2)(A) In the case of any account from which Federal

19 supplemental compensation was first payable to an individu-

20 al for a week beginning after March 31, 1983, the amount

21 established in such account shall be equal to the lesser of—

22 "(i) 65 per centum of the total amount of regular

23 compensation (including dependents' allowances) pay-

24 able to the individual with respect to the benefit year

25 (as determined under the Slate law) on the basis of
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1 which he most recently received regular compensation,

2 or

3 "(ii) the applicable limit determined under the fol-

4 lowing table times his average weekly benefit amount

5 for his benefit year,

"In the case of
weeks during w The applicable

limit is:
6-percent period 14
5-percent period 12
4-percent period 10
Low-unemployment period 8

6 "(B) Notwithstanding the provisions of clause (ii) of

7 subparagraph (A), the applicable limit under such clause

8 shall not be lower than 4 less than the number of weeks appli-

9 cable to such State under this paragraph as in effect for the

10 week beginning March 27, 1983, to the amendments made by

11 the Social Security Amendments of 1983.

12 "(C) In the case of any account from which Federal

13 supplemental compensation was payable to an individual for

14 a week beginning before April 1, 1983, the amount estab-

15 lished in such account shall be equal to the lesser of the sub-

16 paragraph (A) entitlement or the sum of—

17 "(i) the subparagraph (A) entitlement reduced

18 (but not below zero) by the aggregate amount of Feder-

19 al supplemental compensation paid to such individual

20 for weeks beginning before April 1, 1983, plus

21 "(ii) such individual additional entitlement.
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1 "(D) For pulposes of subparagraph (C) and this sub-

2 paragraph—

3 "(i) The term 'subparagraph (A) entitlement'

4 means the amount which would have been established

5 in the account if subparagraph (A) had applied to such

6 account.

7 "(ii) The term 'additional entitlement' means the

8 applicable limit determined under the following table

9 times the individual's average weekly benefit amount

10 for his benefit year.

"In the case of
weeks during a: The applicable

limit is:
6-percent period 8

5-percent period 6

4-percent period 4

Low-employment period 4

11 "(D) Except as provided in subparagraph (C)(i), for

12 puiposes of determining the amount of Federal supplemental

13 compensation payable for weeks beginning after March 31,

14 1983, from an account described in subparagraph (C), no

15 reduction in such account shall be made by reason of any

16 Federal supplemental compensation paid to the individual for

17 weeks beginning before April 1, 1983.

18 "(3)(A) For purposes of this subsection, the terms '6-

19 percent period', '5-percent period', '4-percent period', and

20 'low-unemployment period' mean, with respect to any State,

21 the period which—
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1 "(i) begins with the 3d week after the 1st week in

2 which the rate of insured unemployment in the State

3 for the period consisting of such week and the immedi-

4 ately preceding 12 weeks falls in the applicable range,

5 and

6 "(ii) ends with the 3d week after the 1st week in

7 which the rate of insured unemployment for the period

8 consisting of such week and the immediately preceding

9 12 weeks does not fall within the applicable range.

10 "(B) For purposes of subparagraph (A), the applicable

11 range is as follows:

"In the case a: The applicable range is:
6-percent period A rate equal to or exceeding 6 percent.
5-percent period. A rate equal to or exceeding 5 percent

but less than 6 percent.
4-percent period A rate equal to or exceeding 4 percent

but less than 5 percent.
Low-employment period A rate less than 4 percent.

12 "(C) No 6-percent period, 5-percent period,or 4-percent

13 period, as the case may be, shall last for a period of less than

14 4 weeks unless the State enters a period with a higher per-

15 centage designation.

16 "(D) For purposes of this subsection—

17 "(i) The rate of insured unemployment for any

18 period shall be determined in the same manner as de-

19 termined for purposes of section 203 of the Federal-

20 State Extended Unemployment Compensation Act of

21 1970.
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1 "(ii) The amount of an individual's average

2 weekly benefit amount shall be determined in the same

3 manner as determined for purposes of section

4 202 (b) (1) (C) of such Act. ".

5 (b)(1) Section 602(f)(2) of such Act is amended by in-

6 serting before the period at the end thereof the following: ";

7 except that in the case of any individual who received such

8 compensation for the week preceding the last week beginning

9 after such date, such compensation shall be payable to such

10 individual for weeks beginning after such date, but the total

11 amount of such compensation payable for such weeks shall be

12 limited to 50 percent of the total amount which would other-

13 wise be payable for such weeks '

14 (2) Section 605(2) of such Act is amended by inserting

15 before the semicolon the following: "(except as otherwise pro-

16 vided in section 602(f)(2)) ".

17 (c)(1) Section 602 (b) (1) of such Act is amended by

18 striking out "and" at the end of subparagraph (B), adding

19 "and" at the end of subparagraph (C), and inserting after

20 subparagraph (C) the following:

21 "(D) had at least 26 weeks of full-time insured

22 employment, during his base period or the equivalent

23 in insured wages during his base period (as determined

24 using a methodology equivalent to that used under sec-
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1 tion 202 (a) (5) of the Federal-State Extended Unem-

2 ployment Compensation Act of 1970), ".

3 (2) The amendment made by paragraph (1) shall apply

4 only to individuals who first became eligible for Federal sup-

5 plemental compensation for weeks beginning on or after April

6 1, 1983.

7 (d) Paragraph (3) of section 602(d) of the Federal Sup-

8 plemental Compensation Act of 1982 (as amended by section

9 544(d) of the Highway Revenue Act of 1982) is amended by

10 striking out "subsection (e)(2)(A)(ii)" and inserting in lieu

11 thereof "subparagraph (A)(ii) or (C) (ii) (I I) of subsection

12 (e)(2)".

13 EFFECTiVE DATE

14 SEC. 403. (a) The amendments made by this part shall

15 apply to weeks beginning after March 31, 1983.

16 (b) In the case of any eligible individual—

17 (1) to whom any Federal supplemental compensa-

18 tion was payable for any week beginning before April

19 1, 1983, and

20 (2) who exhausted his rights to such compensation

21 (by reason of the payment of all the amount in his

22 Federal supplemental compensation account) before the

23 first week beginning after March 31, 1983,

24 such individual's eligibility for additional weeks of compen-

25 sation by reason of the amendments made by this part shall
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1 not be limited or terminated by reason of any event, or fail-

2 ure to meet any requirement of law relating to eligibility for

3 unemployment compensation, occurring after the date of such

4 exhaustion of rights and before April 1, 1983 (and the period

5 after such exhaustion and before April 1, 1983, shall not be

6 counted for purposes of determining the expiration of the two

7 years following the end of his benefit year for purposes of

8 section 602(b) of the Federal Supplemental Compensation

9 Act of 1982).

10 (c) The Secretary of Labor shall, at the earliest practi-

11 cable date after the date of the enactment of this Act, propose

12 to each State with which he has in effect an agreement under

13 section 602 of the Federal Supplemental Compensation Act

14 of 1982 a modification of such agreement designed to provide

15 for the payment of Federal supplemental compensation under

16 such Act in accordance with the amendments made by this

17 part. Notwithstanding any other provision of law, if any

18 State fails or refuses, within the 3-week period beginning on

19 the date the Secretary of Labor proposed such a modification

20 to such State, to enter into such a modification of such agree-

21 ment, the Secretary of Labor shall terminate such agreement

22 effective with the end of the last week which ends on or before

23 such 3-week period.
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• 1 PART B—PROVISIONS RELATING TO INTEREST AND

2 CREDIT REDUCTIONS

3 DEFERRAL OF INTEREST

4 SEC. 411. (a) Section 1202(b) of the Social Security

5 Act is amended by adding at the end thereof the following

6 new paragraph:

7 "(8)(A) With respect to interest due under this section

8 for any year after December 31, 1982, and before January 1,

9 1986, a State may pay 80 percent of such interest in four

10 annual installments of at least 20 percent beginning with the

11 year after the year in which it is otherwise due, if such State

12 meets the criteria of subparagraph (B). interest shall accrue

13 on such deferred interest in the same manner as under para-

14 graph (3)(C).

15 "(B) To meet the criteria of this subparagraph a State

16 must—

17 "(i) have taken no action since October 1, 1982,

18 which would reduce its net unemployment tax effort or

19 the net solvency of its unemployment system (as deter-

20 mined for purposes of section 3302(f) of the internal

21 Revenue Code of 1954); and

22 "(ii) have taken an action (as certified by the

23 Secretary of Labor) after October 1, 1982, which will

24 increase revenues and decrease benefits under the

25 State unemployment compensation system (herein-

S 1 RS
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1 after referred to as a 'solvency effort') by a combined

2 total of the applicable percentage (as compared to such

3 revenues and benefits as they would have been in effect

4 without such State action).

5 in the case of the first year for which there is a deferral (over

6 a 4-year period) of the interest otherwise payable for such

7 year, the applicable percentage shall be 30 percent. in the

8 case of the second such year, the applicable percentage shall

9 be 40 percent. in the case of the third such year, the applica-

10 ble percentage shall be 50 percent.

11 "(C) (i) The base year is the first year for which deferral

12 under this provision is granted. The Secretary of Labor shall

13 estimate the unemployment rate for the base year. To deter-

14 mine whether a State meets. the requirements of subpara-

15 graph (B)(ii), the Secretary of Labor shall determine the per-

16 centage by which the benefits and taxes in the base year with

17 the application of the action referred to in subparagraph

18 (B)(ii) are lower or greater, as the case may be, than such

19 benefits and taxes would have been without the application of

20 such action. in making this determination, the Secretary

21 shall deem the application of the action referred to in subpar-

22 agraph (B)(ii) to have been effective for the base year to the

23 same extent as such action is effective for the year following

24 the base year. Once a deferral is approved a State must con-

25 tinue to maintain its solvency effort. Failure to do so shall
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1 result in the State being required to make immediate pay-

2 ment of all deferred interest.

3 "(ii) Increases in the taxable wage base from $6,000 to

4 $7,000 or increases after 1984 in the maximum tax rate to

5 5.4 percent shall not be counted for purposes of meeting the

6 requirement of subparagraph (B).

7 "(D) In the case of a State which produces a solvency

8 effort of 50 percent, 80 percent, and 90 percent rather than

9 the 30 percent, 40 percent, 50 percent required under subpar-

10 agraph (B), the deferred interest shall be computed at an in-

11 terest rate which is 1 percentage point less than the otherwise

12 applicable interest rate. ".

13 (b) Section 1202 (b) (7) of such Act is amended by strik-

14 ing out ", and before January 1, 1988".

15 CAP ON CREDIT REDUCTION

16 SEc. 412. (a)(1) Section 3302(f) of the Internal Reve-

17 nue Code of 1954 is amended by adding at the end thereof

18 the following new paragraph:

19 "(8) PARTIAL LIMITATION.—

20 "(A) In the case of a State which would

21 meet the requirements of this subsection for a tax-

22 able year prior to 1987 but for its failure to meet

23 one of the requirements contained in subpara-

24 graph (C) or (D) of paragraph (2), the reduction

25 under subsection (c) (2) in credits otherwise appli-
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1 cable to taxpayers in such State for such taxable

2 year and each subsequent year (in a period of

3 consecutive years for each of which a credit reduc-

4 tion is in effect for taxpayers in such State) shall

5 be reduced by 0.1 percentage point.

6 "(B) In the case of a State described in sub-

7 paragraph (A) which also meets the requirements

8 of section 1202(b) (8) (B) with respect to such tax-

9 able year, the reduction under subsection (c) (2) in

10 credits otherwise applicable to taxpayers in such

11 State for such taxable year and each subsequent

12 year (in a period of consecutive years for each of

13 which a credit reduction is in effect for taxpayers

14 in such State) shall be further reduced by an ad-

15 ditional 0.1 percentage point. ".

16 (2) The amendment made by paragraph (1) shall apply

17 with respect to taxable year 1983 and taxable years thereaf-

18 ter.

19 (h) Section 3302(f) (1) of such Code is amended by

20 striking out "beginning before January 1, 1988, ".

21 A VERAGE EMPLOYER CONTRIBUTION RATE

22 SEC. 413. (a) Section 3302(d) (4) (B) of the Internal

23 Revenue Code of 1954 is amended by striking out "the total

24 of the remuneration subject to contributions under the State

25 unemployment compensation law" and inserting in lieu
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1 thereof "the total of the wages attributable to such State sub-

2 ject to taxation under this chapter".

3 (b) Sections 3302(c)(2)(B)(i) and 3302(c)(4) of such

4 Code are each amended by striking out "2.7" and inserting

5 in lieu thereof "2.7 multiplied by the ratio of the wage base

6 under this chapter divided by the estimated average annual

7 wage in covered employment for the calendar year in which

8 the determination is to be made ".

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

10 tive for taxable year 1984 and taxable years thereafter.

11 DATE FOR PAYMENT OF INTEREST

12 SEC. 414. Section 1202 (b) (3) (A) of the Social Security

13 Act is amended by striking out "not later than" and insert-

14 ing in lieu thereof "prior to".

15 RECOUPMENT OF INTEREST

16 SEC. 415. Section 3302 of the Internal Revenue Code

17 of 1954 is amended by adding at the end thereof the following

18 new subsection:

19 "(h) RECOUPMENT OF OVERDUE INTEREST.—

20 "(1) In addition to any other reduction required

21 under this section, if any accrued interest under sec-

22 tion 1202(b) of the Social Security Act has not been

23 paid by a State within one year after the date such

24 payment is otherwise required to be paid, then the total

25 credits (after applying any other provisions of this sec-
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1 lion) otherwise allowable under this section for the fol-

2 lowing taxable year, in the case of a taxpayer subject

3 to the unemployment compensation law of such State,

4 shall be reduced by an amount equal to 0.1 percent of

5 the amount of the wages paid by such taxpayer during

6 such taxable year which are attributable to such State.

7 "(2) Any increase in the amount of tax paid by

8 reason of paragraph (1) shall be first applied as a pay-

9 ment of such overdue interest, and any remainder shall

10 be applied as a repayment of principal under section

11 1202(b) of the Social Security Act. ".

12 PART C—MISCELLANEOUS PROVISIONS

13 TREATMENT OF EMPLOYEES PROVIDING SERVICES TO

14 EDUCATIONAL INSTITUTIONS

15 SEC. 421. (a)(1) Section 3306(a) (6) (A) of the Internal

16 Revenue Code of 1954 is amended by adding at the end

17 thereof the following new clause:

18 "(v) with respect to services to which section

19 3309(a)(1) applies, if such services are provided to or

20 on behalf of an educational institution, compensation

21 shall be denied in the same manner as if such services

22 were performed directly for an educational institution,

23 and".
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1 (2) Clauses (ii)(I), (iii), and (iv) of such section are

2 each amended by stri king out "may be denied" and inserting

3 in lieu thereof "shall be denied".

4 (b) (1) Except as provided in paragraph (2), the amend-

5 ments made by this section shall apply in the case of compen-

6 sation paid for weeks beginning on or after April 1, 1984.

7 (2) In the case of a State with respect to which the

8 Secretary of Labor has determined that State legislation is

9 required in order to comply with the amendment made by this

10 section, the amendment made by this section shall apply in

11 the case of cimpensation paid for weeks which begin on or

12 after April 1, 1984, and after the end of the first session of

13 the State legislature which begins after the date of the enact-

14 ment of this Act, or which began prior to the date of the

15 enactment of this Act and remained in session for at least

16 twenty-five calendar days after such date of enactment. For

17 puiposes of the preceding sentence, the term "session" means

18 a regular, special, budget, or other session of a State legisla-

19 ture.

20 EXTENDED BENEFITS FOR INDIVIDUALS WHO ARE

21 HOSPITALIZED OR ON JURY DUTY

22 SEc. 422. (a) Clause (ii) of paragraph (3)(A) of section

23 202(a) of the Federal-State Extended Unemployment Com-

24 pensation Act of 1970 is amended to read as follows:
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1 "(ii) during which he fails to actively engage in

2 seeking work, unless such individual is not actively en-

3 gaged in seeking work because such individual is, as

4 determined in accordance with State law—

5 "(1) before any court of the United States or

6 any State pursuant to a lawfully issued summons

7 to appear for jury duty (as such term may be de-

8 fined by the Secretary of Labor), or

9 "(II) hospitalized for treatment of an emer-

10 gency or a life-threatening condition (as such term

11 may be defined by such Secretary),

12 if such exemptions in clauses (1) and (II) apply to recipients

13 of regular benefits, and the State chooses to apply such ex-

14 emptions for recipients of extended benefits; or".

15 (b) The amendment made by this section shall become

16 effective on the date of the enactment of this Act.
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Amend the title so as to read: "An Act to implement

the consensus recommendations of the National Commission

on Social Security Reform, and for other purposes.".
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1 TITLE I—SOCIAL SECURITY

2 PART A—CHANGES IN COVERAGE

3 CoVERA GE OF NEWLY HIRED FEDERAL EMPLO YEES

4 SEC. 101. (a)(1) Section 210(a) of the Social Security

5 Act is amended by striking out paragraphs (5) and (6) and

6 inserting in lieu thereof the following.

7 "(5) Service performed in the employ of the

8 United States or any instrumentality of the United

9 States, if such service—

10 "(A) would not be included in the term 'em-

11 ployment' for purposes of this subsection by

12 reason of the provisions of paragraph (5) or (6) of

13 this subsection as in effect on January 1, 1983,

14 and

15 "(B) is performed by an individual who has

16 been continuously in the employ of the United

17 States or an instrumentality thereof (including,

18 solely for purposes of this paragraph, the receipt

19 of benefits under the Civil Service Retirement

20 and Disability Fund, or any other benefits (based

21 upon service as an employee) under another re-

22 tirement system established by a law of the

23 United States for employees of the Federal Gov-

24 ernment or members of the Uniformed Services as

25 being 'in the employ' of the United States) since



1 December 31, 1983 (and for this purpose an mdi-

2 vidual who returns to the performance of such

3 service after a separation from such service shall

4 nevertheless be considered upon such return as

5 having been continuously in the employ of the

6 United States or an instrumentality thereof, re-

7 gardless of whether the period of such separation

8 began befoe, on, or after December 31, 1983, if
9 the period of such separation does not exceed 365

10 days);

11 except that this paragraph shall not apply with respect

12 to—

13 "(i) service performed as the President or
14 Vice President of the United States,

15 "(ii) service performed as a Member, Dele-

16 gate, or Resident Commissioner of or to the Con-

17 gress,

18 "(iii) service performed as the Commissioner

19 of Social Security, or

20 "(iv) any other service in the legislative

21 branch of the Federal Government if such service

22 is performed by an individual who, on December

23 31, 1983, is not subject to subchapter III of chap-

24 ter 83 of title 5, United States Code.
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1 "(6) Service performed in the employ of the

2 United States or any instrumentality of the United

3 States if such service is performed—

4 "(A) in a penal institution of the United

5 States by an inmate thereof;

6 "(B) by any individual as an employee in-

7 cluded under section 5351(2) of title 5, United

8 States Code (relating to certain interns, student

9 nurses, and other student employees of hospitals of

10 the Federal Government), other than as a medical

11 or dental intern or a medical or dental resident in

12 training; or

13 "(C) by any individual as an employee serv-

14 ing on a temporary basis in case of fire, storm,

15 earthquake, flood, or other similar emergency; ".

16 (2) Section 210(p) of such Act is amended by striking

17 out "provisions of—" and all that follows and inserting in

18 lieu thereof "provisions of subsection (a)(5). ".

19 (b)(1) Section 3121(b) of the Internal Revenue Code of

20 1954 is amended by striking out parographs (5) and (6) and

21 inserting in lieu thereof the following:

22 "(5) service performed in the employ of the

23 United States or any instrumentality of the United

24 States, if such service—
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1 "(A) would not be included in the term 'em-

2 plojment' for purposes of this subsection b1j

3 reason of the provisions of paragraph (5) or (6) of

4 this subsection as in effect on January 1, 1983,

.5 and

6 "(B) is performed bj an individual who has

7 been continuousl1j in the emploj of the United

8 States or an instntmentalit1j thereof (including,

9 soleli, for purposes of this paragraph, the receipt

10 of benefits under the Civil Service Retirement

11 and Disabilit1j Fund, or ani, other benefits (based

12 upon service as an emplojee) under another re-

13 tirement system established by a law of the

14 United States for emplojees of the Federal Gov-

15 ernment or members of the Uniformed Services a..

16 being 'in the emploj' of the United States) since

17 December 31, 1983 (and for this purpose an mdi-

18 vidual who returns to the performance of such

19 service after a separation from such service shall

20 nevertheless be considered upon such return as
21 having been continuously in the employ of the

22 United States or an instrumentality thereof, re-

23 gardless of whether the period of such separation

24 began before, on, or after December 31, 1983, if
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1 the period of such separation does not exceed 365

2 days);

3 except that this paragraph shall not apply with respect

4 to—

5 "(i) service performed as the President or

6 Vice President of the United States,

7 "(ii) service performed as a Member, Dele-

8 gate, or Resident Commissioner of or to the Con-

9 gress,

10 "(iii) service performed as the Commissioner

11 of Social Security, or

12 "(iv) any other service in the legislative

13 branch of the Federal Government if such service

14 is performed by an individual who, on December

15 31, 1983, is not subject to subchapter III of chap-

16 ter 83 of title 5, United States Code;

17 "(6) service performed in the employ of the

18 United States or any instrumentality of the United

19 States if such service is per formed—

20 "(A) in a penal institution of the United

21 States by an inmate thereof;

22 "(B) by any individual as an employee in-

23 cluded under section 5351(2) of title 5, United

24 States Code (relating to certain interns, student

25 nurses, and other student employees of hospitals of
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1 the Federal Government), other than as a medical

2 or dental intern or a medical or dental resident in

3 training; or

4 "(C) by any individual as an employee serv-

5 ing on a temporary basis in case of fire, storm,

6 earthquake, flood, or other similar emergency; ".

7 (2) Section 3121 (u) (1) of such Code is amended to read

8 as follows:

9 "(1) IN GENERAL.—For puiposes of the taxes

10 imposed by sections 3101(b) and 3111(b), subsection

11 (b) shall be applied without regard to paragraph (5)

12 thereof.'

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

14 tive with respect to remuneration paid after December 31,

15 1983.

16 (d) Nothing in this Act shall reduce the accrued entitle-

17 ments to future benefits under the Federal Retirement

18 System of current and retired Federal employees and their

19 families.

20 COVERAGE OF EMPLOYEES OF NONPROFIT

21 ORGANIZATIONS

22 SEC. 102. (a) Section 210(a) (8) of the Social Security

23 Act is amended by striking out subparagraph (B) thereof and

24 by striking out "(A)" after "(8) ".
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1 (b)(1) Section 3121 (b) (8) of the internal Revenue Code

2 of 1954 is amended by striking out subparagraph (B) thereof

3 and by striking out "(A)" after "(8)".

4 (2) Subsection (k) of section 3121 of such Code is re-

5 pealed.

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

7 tive with respect to remuneration paid after December 31,

8 1983.

9 (d) Notwithstanding any provision of section 3121(k) of

10 the Internal Revenue Code of 1954 (or any other provision of

11 law) the period for which a certificate is in effect under such

12 section may not be terminated on or after the date of the

13 enactment of this Act.

14 DURATION OF AGREEMENT FOR COVERAGE OF STATE AND

15 LOCAL EMPLOYEES

16 SEC. 103. (a) Subsection (g) of section 218 of the

17 Social Security Act is amended to read as follows:

18 "Duration of Agreement

19 "(g) No agreement under this section may be terminat-

20 ed, in its entirety or with respect to any coverage group, on or

21 after the date of the enactment of the Social Security Amend-

22 ments of 1983. ".

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

24 to any agreement in effect under section 218 of the Social

25 Security Act on the date of the enactment of this Act, without
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1 regard to whether a notice of termination was in effect on

2 such date, and to any agreement or modification thereof

3 which may become effective under such section 218 after that

4 date.

5 EXCLUSiON OF SERViCES PERFORMED BY MEMBERS OF

6 CERTAiN RELiGiOUS SECTS

7 SEC. 104. (a) Section 3121 of the internal Revenue

8 Code of 1954 is amended by adding at the end thereof the

9 following new subsection:

10 "(v) MEMBERS OF CERTAiN RELiGioUS FAiTHS.—

11 "(1) EXEMPT1ON.—Any individual may file an

12 application (in such form and manner, and with such

13 official, as may be prescribed by regulations under this

14 chapter) for an exemption from the tax imposed by this

15 chapter with respect to wages paid to such individual

16 by an employer who is exempt from the tax imposed

17 under section 1401 by reason of an exemption granted

18 under section 1402(g), if such individual is a member

19 of a recognized religious sect or division thereof and is

20 an adherent of established tenets or teachings of such

21 sect or division by reason of which he is conscientious-

22 ly opposed to acceptance of the benefits of any private

23 or public insurance which makes payments in the

24 event of death, disability, old-age, or retirement or

25 makes payments toward the cost of, or provides services
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1 for, medical care (including the benefits of any insur-

2 ance system established by the Social Security Act).

3 Such exemption may be granted only if the application

4 contains or is accompanied by—

5 "(A) such evidence of such individual's

6 •membership in, and adherence to the tenets or

7 teachinqs of the sect or division thereof as the

8 Secretary may require for purposes of determin-

9 ing such individual 's compliance with the preced-

10 ing sentence, and

11 "(B) his waiver of all benefits and other

12 payments under titles ii and XVJJJ of the Social

13 Security Act on the basis of his wages and self-

14 employment income as well as all such benefits

15 and other payments to him on the basis of the

16 wages and self-employment income of any other

17 person,

18 and only if the Secretary of Health and Human Serv-

19 ices finds that—

20 "(i) such sect or division thereof has the es-

21 tablished tenets or teachings referred to in the pre-

22 ceding sentence,

23 "(ii) it is the practice, and has been for a

24 period of time which he deems to be substantial,

25 for members of such sect or division thereof to



13

1 make provision for their dependent members

2 which in his judgment is reasonable in view of

3 their general level of living, and

4 "(iii) such sect or division thereof has been

5 in existence at all times since December 31,

6 1950.

7 An exemption may not be granted to any individual if

8 any benefit or other payment referred to in subpara-

9 graph (B) became payable (or, but for section 203 or

10 222(b) of the Social Security Act, would have become

11 payable) at or before the time of the filing of such

12 waiver.

13 "(2) PERIOD FOR WHICH EXEMPTIONEFFEC-

14 TIVE.—An exemption granted to any individual pur-

15 suant to this subsection shall apply with respect to all

16 taxable years beginring after December 31, 1983,

17 except that such exemption shall not apply for any cal-

18 endar year—

19 "(A) beginning (i) before the calendar year

20 in which such individual first met the require-

21 ments of the first sentence of paragraph (1), or

22 (ii) before the time as of which the Secretary of

23 Health and Human Services finds that the sect or

24 division thereof of which such individual is a
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1 member met the requirements of clauses (i) and

(ii) of paragraph (1), or

3 "(B) ending (i) after the time such individu-

4 al ceases to meet the requirements of the first sen-

5 fence of paragraph (1), or (ii) after the time as of

6 which the Secretary of Health and Human Serv-

7 ices finds that the sect or division thereof of which

8 he is a member ceases to meet the requirements of

9 clauses (i) and (ii) of paragraph (1). ".

10 (b) Section 210(a) of the Social Security Act is amend-

11 ed—

12 (1) by striking out "or" at the end of paragraph

13 (19);

14 (2) by striking out the period at the end of para-

15 graph (20) and inserting in lieu thereof "; or"; and

16 (3) by adding at the end thereof the following new

17 paragraph:

18 "(21) Service performed, in the employ of an em-

19 ployer who is exempt from the tax imposed under sec-

20 tion 1401 of the Internal Revenue Code of 1954 by

21 reason of an exemption granted under section 1402(g)

22 of such Code, by an individual with respect to whom

23 an exemption has been granted (and is applicable)

24 under section 3121(v) of such Code. ".
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1 (c) Section 3121 (b) of the internal Revenue Code of

2 1954 i amended—

3 (1) by striking out "or" at the end of paragraph

4 (19),

5 (2) by striking out the period at the end of para-

6 graph (20) and inserting in lieu thereof ", or ", and

7 (3) by adding at the end thereof the following new

8 paragraph:

9 "(21) service performed, in the employ of an em-

10 ployer who is exempt from the tax imposed under sec-

11 tion 1401 by reason of an exemption granted under

12 section 1402(g), by an individual with respect to whom

13 an exemption has been granted (and is applicable)

14 under subsection (v) of this section. ".

15 (d) Section 202(v) of the Social Security Act is amend-

16 ed by inserting "or 3121(v)" after "1402(g)" each place it

17 appears.

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

19 with respect to remuneration paid after December 31, 1983.

20 PART B—CHANGES iN BENEFiTS

21 SHiFT OF COST-OF-LiViNG ADJUSTMENTS TO CALENDAR

22 YEAR BASiS

23 SEC. 111. (a)(1) Section 215(i) (2) (A)(ii) of the Social

24 Security Act is amended by striking out "June" and insert-

25 ing in lieu thereof "December".



16

1 (2) Section 215(i) (2) (A)(iii) of such Act is amended by

2 striking out "May" and inserting in lieu thereof "Novem-

3 ber".

4 (3) Section 215(i)(2)(B) of such Act is amended b!,I

5 striking out "May" each place it appears and inserting in

6 lieu thereof in each instance "November".

7 (4) Section 203(f)(8)(A) of such Act is amended b!,I

8 striking out "June" and inserting in lieu thereof "Decem-

9 ber".

10 (5) Section 230(a) of such Act is amended b!,I striking

11 out "June" and inserting in lieu thereof "December".

12 (6) Section 215(i) (2) of such Act as in effect in Decem-

13 ber 1978, and as applied in certain cases under the provi-

14 sions of such Act as in effect after December 1978, is amend-

15 ed by striking out "June" in subparagraph (A)(ii) and in-

16 serting in lieu thereof "December", and b!,I striking out

17 "Ma!," each place it appears in subparagraph (B) and in-

18 serting in lieu thereof in each instance "November".

19 (7) Section 202(m) of such Act (as it applies in certain

20 cases b!,I reason of section 2 of Public Law 9 7—123) is

21 amended b!,I striking out "May" and inserting in lieu thereof

22 "November".

23 (8) The amendments made b!,I this subsection shall

24 appl,I with respect to cost-of-living increases determined
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1 under section 215(i) of the Social Security Act for years

2 after 1982.

3 (b)(1) Section 215(i) (1) (A) of the Social Security Act

4 is amended by striking out "March 31" and inserting in lieu

5 thereof "September 30", and by striking out "1974" and

6 inserting in lieu thereof "1982".

7 (2) Section 215(i) (1) (A) of such Act as in effect in De-

8 cember 1978, and as applied in certain cases under the provi-

9 sions of such Act as in effect after December 1978, is amend-

10 ed by striking out "March 31" and inserting in lieu thereof

11 "September 30".

12 (3) The amendments made by this subsection shall

13 apply with respect to cost-of-living increases determined

14 under section 215(i) of the Social Security Act for years

15 after 1983.

16 (c) Section 215(i) (4) of such Act is amended by insert-

17 ing ", and as amended by section 201 (a) (6) and (b) (2) of the

18 Social Security Amendments of 1983," after "as in effect in

19 December 1978".

20 (d) Notwithstanding any provision to the contrarj in

21 section 215(i) of the Social Security Act, the "base quarter"

22 (as defined in paragraph (1)(A)(i) of such section) in the

23 calendar year 1983 shall be a "cost-of-living computation

24 quarter" within the meaning of paragraph (1)(B) of such sec-

25 tion (and shall be deemed to have been determined by the
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1 Secretary of Health and Human Services to be a "cost-of-

2 living computation quarter" under paragraph (2)(A) of such

3 section) for all of the purposes of such Act as amended by this

4 section and by other provisions of this Act, without regard to

5 the extent by which the Consumer Price Index has increased

6 since the last prior cost-of-living computation quarter which

7 was established under such paragraph (1)(B).

8 ELIMINATION OF WINDFALL BENEFITS FOR INDIVIDUALS

9 RECEIVING PENSIONS FROM NONCOVERED EMPLOY-

10 MENT

11 SEC. 112. (a) Section 215(a) of. the Social Security

12 Act is amended by adding at the end thereof the following

13 new paragraph:

14 "(7)(A) In the case of an individual who was not eligi-

15 ble for an old-age or disability insurance benefit for Decem-

16 ber 1983 and whose primary insurance amount would be

17 computed under paragraph (1) of this subsection, and who

18 first becomes eligible after 1983 to a monthly periodic pay-

19 ment (or a payment determined under subparagraph (D))

20 based (in whole or in part) upon his earnings for service

21 which did not constitute 'employment' as defined in section

22 210 for purposes of this title (hereafter in this paragraph and

23 in subsection (d)(5) referred to as 'noncoveredservice') of at

24 least one year's duration, the primary insuranci amount of

25 that individual during his entitlement to old-age or disability
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1 insurance benefits shall be computed or recomputed under

2 subparagraph (B) with respect to the initial month in which

3 the individual becomes eligible for such benefits, and shall be

4 periodically recomputed thereafter at such times as the Secre-

5 tary determines there has been a significant change in the

6 amount of such periodic payment.

7 "(B)(ii) If paragraph (1) of this subsection would apply

8 to that individual (except for subparagraph (A) of this para-

9 graph), there shall first be computed an amount equal to the

10 individual's primary insurance amount under this subsection

11 (other than this paragraph), except that for purposes of such

12 computation the percentage of the individual's average in-

13 dexed monthly earnings established by subparagraph (A)(i)

14 of paragraph (1) shall be the percent specified in clause (ii).

15 There shall then be computed (without regard to this para-

16 graph) a second amount, which shall be equal to the individ-

17 ual's primary insurance amount under this subsection (other

18 than this paragraph), except that such second amount shall

19 be reduced by an amount equal to the applicable fraction (as

20 determined under subparagraph (E)) of the portion of the

21 monthly periodic payment attributable to noncovered service

22 to which the individual is entitled (or deemed to be entitled)

23 for the month for which such old-age or disability insurance

24 benefits are payable. For purposes of the preceding sentence,

25 the portion of the monthly periodic payment attributable to
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1 noncovered service shall be that portion of such payment

2 which bears the same ratio to the amount of such payment as

3 the number of months of service in noncovered service to

4 which such benefit is attributable (but only counting any

5 such months occurring after 1956) bears to the total number

6 of months of service to which such benefit is attributable. The

7 individual's primary insurance amount shall be the larger of

8 the two amounts computed under this subparagraph (before

9 the application of subsection (i)) and shall be deemed to be

10 computed under paragraph (1) of this subsection for the pur-

11 pose of applying other provisions of this title.

12 "(ii) For purposes of clause (i), the percent specified in

13 this clause is—

14 "(1) 78.4 percent, with respect to individuals who

15 initially become eligible for old age or disability insur-

16 ance benefits, or who die (before becoming eligible for

17 such benefits) in 1984;

18 "(II) 66.8 percent with respect to individuals who

19 so become eligible or die in 1985;

20 "(III) 55.2 percent with respect to individuals

21 who so become eligible or die in 1986;

22 "(IV) 43.6 percent with respect to individuals

23 who so become eligible or die in 1987; and

24 "(V) 32.0 percent with respect to individuals who

25 50 become eligible or die in 1988 or thereafter.



21

1 "(C) No primary insurance amount may be reduced by

2 reason of this paragraph below the amount of the primary

3 insurance amount as determined under paragraph (1)(C)(i).

4 "(D)(i) Any periodic payment that otherwise meets the

5 requirements of subparagraph (A), but which is paid on other

6 than a monthly basis, shall be allocated on a basis equivalent

7 to a monthly payment (as determined by the Secretary), and

8 such equivalent monthly payment shall constitute a monthly

9 periodic payment for purposes of this paragraph.

10 "(ii) in the case of an individual who has elected to

11 receive a periodic payment that has been reduced so as to

12 provide a survivors benefit to any other individual, the pay-

13 ment is deemed to be increased (for the purpose of any com-

14 putation under this paragraph) by such reduction.

15 "(iii) If an individual to whom subparagraph (A) ap-

16 plies is eligible for a periodic payment beginning with a

17 month that is subsequent to the month in which he becomes

18 eligible for old-age or disability insurance benefits, the

19 amount of that payment for purposes of subparagraph (B)

20 shall be deemed to be the amount to which he is, or is deemed,

21 to become entitled (subject to clauses (i), (ii), and (iv) of this

22 subparagraph) in such subsequent month.

23 "(iv) For purposes of this subparagraph, the term 'pen-

24 odic payment' includes a payment payable in a lump sum if

25 it is a commutation of, or a substitute for, periodic payments.
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1 "(E) For purposes of subparagraph (B), the applicable

2 fraction is—

3 "(i) in the case of an individual who first becomes

4 eligible during 1984 to a monthly periodic payment de-

5 scribed in subparagraph (A), one-fifteenth,

6 "(ii) in the case of an individual who first be-

7 comes eligible during 1985 to a monthly periodic pay-

8 ment described in subparagraph (A), two-fifteenths,

9 "(iii) in the case of an individual who first be-

10 comes eligible during 1986 to a monthly periodic pay-

11 ment described in subparagraph (A), one-fifth,

12 "(iv) in the case of an individual who first be-

13 comes eligible during 1987 to a monthly periodic pay-

14 ment described in subparagraph (A), four-fifteenths,

15 and

16 "(v) in the case of an individual who first be-

17 comes eligible during 1988 or thereafter to a monthly

18 periodic payment described in subparagraph (A), one-

19 third.

20 "(F) This paragraph shall not apply in the case of an

21 individual who has more than 30 years of coverage (as de-

22 fined in paragraph (1)('G)(ii). in the case of an individual

23 who has more than 24 years of coverage (as so defined), the

24 figure '32 percent' in subparagraph (B) shall, if larger, be

25 deemed to be—
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1 "(i) 90 percent, in the case of an individual who

2 has 30 or more of such years of coverage;

3 "(ii) 80 percent, in the case of an individual who

4 has 29 of such years;

5 "(iii) 70 percent, in the case of an individual who

6 has 28 of such years;

7 "(iv) 60 percent, in the case of an individual who

8 has 27 of such years;

9 "(v) 50 percent, in the case of an individual who

10 has 26 of such years; and

11 "(vi) 40 percent, in the case of an individual who

12 has 25 of such years. ".

13 (b) Section 215(d) of such Act is amended by adding at

14 the end thereof the following new paragraph:

15 "(5)(A) in the case of an individual who was not eligi-

16 ble for an old-age or disability insurance benefit for Decem-

17 ber 1983 and whose primary insurance amount is not com-

18 puted under paragraph (1) of subsection (a) by reason of

19 paragraph (4)(B)(ii) of that subsection, and who first be-

20 comes eligible after 1983 to a monthly periodic payment (or a

21 payment determined under subsection (a)(7)(D)) based (in
22 whole or in part) upon his earnings in noncovered service of

23 at least one year duration, his primary insurance amount

24 for puiposes of his entitlement to old-age or disability insur-

25 ance benefits shall be the primary insurance amount comput-
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1 ed or recomputed under this subsection (without regard to

2 this paragraph and before the application of subsection (i))

3 reduced by an amount equal to the smaller of—

4 "(i) one-half of the primary insurance amount

5 (computed without regard to this paragraph and before

6 the application of subsection (i)), or

7 "(ii) the applicable fraction (as determined under

8 subparagraph (B)) of the portion of the monthly peri-

9 odic payment (or payment determined under subsection

10 (a)(7)(D)) attributable to noncovered service to which

11 that individual is entitled (or deemed to be entitled) for

12 the initial month of his eligibility for old-age or dis-

13 ability insurance benefits.

14 For purposes of the preceding sentence, the portion of the

15 monthly periodic payment attributable to noncovered service

16 shall be that portion of such payment which bears the same

17 ratio to the amount of such payment as the number of months

18 of service in noncovered service to which such benefit is at-

19 tributable bears to the total number of months of service to

20 which such benefit is attributable. The amount of such peri-

21 odic payment for purposes of clause (ii) shall be periodically

22 recomputed at such times as the Secretary determines there

23 has been a significant change in the amount of such periodic

24 payment.
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1 "(B) For purposes of subparagraph (A), the applicable

2 fraction is—

3 "(i) in the case of an individual who first becomes

4 eligible during 1984 to a monthly periodic payment de-

5 scribed in subparagraph (A), one-fifteenth,

6 "(ii) in the case of an individual who first be-

7 comes eligible during 1985 to a monthly periodic pay-

8 ment described in subparagraph (A), two-fifteenths,

9 "(iii) in the case of an individual who first be-

10 comes eligible during 1986 to a monthly periodic pay-

11 ment described in subparagraph (A), one-fifth,

12 "(iv) in the case of an individual who first be-

13 comes eligible during 1987 to a monthly periodic pay-

14 ment described in subparagraph (A), four-fifteenths,

15 and

16 "(v) in the ca.e of an individual who first be-

17 comes eligible during 1988 or thereafter to a monthly

18 periodic payment described in subparagraph (A), one-

19 third.".

20 "(0) No primary insurance amount may be reduced by

21 reason of this paragraph below the amount of the primary

22 insurance amount as determined under subsection

23 (a)(1)(0)(i). ".

24 (c) Section 215(f) of such Act is amended by adding at

25 the end the following new paragraph.
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1 "(9)(A) in the case of an individual who first becomes

2 eligible for a periodic payment detennined under subsection

3 (a)(7)(A) or (a)(7)(D) in a month subsequent to the first

4 month in which he becomes eligible for an old-age or disabil-

5 ity insurance benefit, and whose primary insurance amount

6 has been computed without regard to either such subsection or

7 subsection (d)(5), such individual's primary insurance

8 amount shall be recomputed, in accordance with either such

9 subsection or subsection (d)(5), as may be applicable, effec-

10 tive with the first month of his concurrent eligibility for

11 either such benefit and such periodic payment.

12 "(B) if an individual primary insurance amount has

13 been computed under subsection (a)(7) or (d)(5), and it be-

14 comes necessary to recompute that primary insurance

15 amount under this subsection—

16 "(i) so as to increase the monthly benefit amount

17 payable with respect to such primary insurance

18 amount (other than in the case of the individual's

19 death), such increase shall be determined as though

20 such primary insurance amount had initially been

21 computed without regard to subsection (a)(7) or (d)(5),

22 or

23 "(ii) by reason of the individual death, such pri-

24 mary insurance amount shall be recomputed without
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1 regard to (and as though it had never been computed

2 with regard to) subsection (a)(7) or (d)('S).

3 (Cv) in the case of any individual whose primary in-

4 surance amount is subject to the requirements of subsection

5 (a) (7) or (d) (5,), the amount of such primary insurance

6 amount shall be recomputed as may be required under such

7 subsections by reason of a significant change in the amount

8 of the relevant periodic payment. ".

9 (d) Sections 202(e) (2) (B) (i) and 202(f) (3) (B) (i) of such

10 Act are each amended by striking out "section 215(f)(5) or

11 (6)" and inserting in lieu thereof "section 215(f)(5),

12 215(f)(6), or215(f)(9)(B)'

13 BENEFITS FOR SURVIVING DIVORCED SPOUSES AND

14 DISABLED WIDOWS AND WIDOWERS WHO REMARRY

15 SEC. 113. (a)(1) Section 202 (e) (3) of the Social Secu-

16 rity Act is repealed.

17 (2) Section 202 (e) (4) of such Act is amended to read as

18 follows:

19 "(4) For purposes of paragraph (1), if—

20 "(A) a widow or a surviving divorced wife mar-

21 ries after attaining age 60, or

22 "(B) a disabled widow or disabled surviving di-

23 vorced wife described in paragraph (1)(B)(ii) marries

24 after attaining age 50,

25 such marriage shall be deemed not to have occurred. ".
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1 (b)(1) Section 202(f)(4) of such Act is repealed.

2 (2) Section 202(f)(ô) of such Act is amended to read as

3 follows:

4 "(5) For purposes of paragraph (1), if—

5 "(A) a widower marries after attaining age 60, or

6 "(B) a disabled widower described in paragraph

7 (1)(B)(ii) marries after attaining age 50,

8 such marri age shall be deemed not to have occurred. '

9 (c)(1) The amendments made by subsection (a) shall be

10 effective with respect to monthly benefits payable under title

11 II of the Social Security Act for months after December

12 1983.

13 (2) In the case of an individual who was not entitled to

14 a monthly benefit under title II of such Act for December

15 1983, no benefit shall be paid under such title by reason of

16 such amendments unless proper application for such benefit

17 is made.

18 DETERMiNATiON OF PRiMARY iNSURANCEAMOUNT FOR

19 DEFERRED SURViVOR BENEFiTS

20 SEC. 114. (a) Section 215(a) of the Social Security

21 Act is amended by adding at the end thereof the following

22 new paragraph:

23 "(8)(A) If a person is entitled to benefits under subsec-

24 tion (e) or (f) of section 202 on the basis of the wages and

25 self-employment income of a. deceased individual whose pri-
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1 mary insurance amount would otherwise be determined

2 under paragraph (1), the primary insurance amount of such

3 deceased individual shall be determined, for purposes of de-

4 termining the amount of the benefit under such subsection, as

5 if such deceased individual died in the year in which the

6 person entitled to benefits under such subsection first became

7 eligible for such benefits or, if earlier, the year in which such

8 deceased individual would have attained age 62 if he had not

9 died (except that the actual year of death of such deceased

10 individual shall be used for purposes of section

11 215(b) (2) (B) (ii) (II)).

12 "(B) Notwithstanding subparagraph (A), if a person—

13 "(i) is entitled to benefits under subsection (e) or

14 (f) of section 202 on the basis of the wages and self-

15 employment income of a deceased individual, and

16 "(ii) was entitled to benefits under this title on

17 the basis of the wages and self-employment income of

18 such deceased individual in the month before the month

19 in which such person became eligible for the benefits

20 described in clause (i),

21 the primary insurance amount of such deceased individual

22 shall be the primary insurance amount determined under the

23 rules which would apply (but for subparagraph (A)) or the

24 primary insurance amount determined under subparagraph

25 (A), whichever is larger. ".
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1 b) The amendments made by subsection (a) shall apply

2 to the benefits of individuals who become eligible for benefits

3 under section 202 (e) and (f) of the Social Security Act after

4 December 1984.

5 BENEFITS FOR DIVORCED SPOUSE REGARDLESS OF

6 WHETHER FORMER SPOUSE HAS RETIRED

7 SEC. 115. (a) Section 202(b) of the Social Security

8 Act is amended by adding at the end thereof the following

9 new paragraph:

10 "(5) For purposes of determining the entitlement of a

11 divorced wife to a benefit under this subsection and the

12 amount of such benefit, in the case of a wife who has been

13 divorced from her former husband for a period of not less

14 than 24 months—

15 "(A) such former husband shall be deemed to be

16 entitled to an old-age insurance benefit if he would be

17 entitled to such a benefit if he applied there for; and

18 "(B) the amount of such benefit for such divorced

19 wife shall be determined without regard to reductions

20 which are or would be made under section 203 on ac-

21 count of work performed by such former husband. ".

22 (b,)(1) The amendment made bg subsection (a) shall be

23 effective with respect to monthly benefits payable under title

24 II of the Social Security Act for months after December

25 1984.
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1 (2) in the case of an individual who was not entitled to

2 a monthly benefit under title II of such Act for December

3 1984, no benefit shall be paid under such title by reason of

4 such amendment unless proper application for such benefit is

5 made.

6 INCREASE IN BENEFIT AMOUNT FOR DISABLED WIDOWS

7 AND WIDOWERS

8 SEC. 116. (a)(1) Section 202(q)(1) of the Social Secu-

9 rity Act is amended by striking out the semicolon at the end

10 of subparagraph (B)(ii) and all that follows and inserting in

11 lieu thereof a period.

12 (2) Section 202 (q) (6) of such Act is amended to read as

13 follows.

14 "(6) For purposes of this subsection, the 'reduction

15 peod' for an old-age, wife 's, husband's, widow 's, or widow-

16 er insurance benefit is the period beginning—

17 "(14) in the case of an old-age or husband insur-
18 ance benefit, with the first day of the first month for

19 which such individual is entitled to such benefit,

20 "(B) in the case of a wife insurance benefit,
21 with the first day of the first month for which a certifi-
22 cate described in paragraph (5)('A)(i) is effective, or

23 "(C) in the case of a widow or widower's insur-

24 ance benefit, with the first day of the first month for
25 which such individual is entitled to such benefit or the
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1 first day of the month in which such individual attains

2 age 60, whichever is later,

3 and ending with the last day of the month before the month in

4 which such individual attains retirement age. ".

5 (3) Section 202(q) (7) of such Act is amended by strik-

6 ing out the matter preceding subparagraph (A) and inserting

7 in lieu thereof the following:

8 "(7) For purposes of this subsection, the 'adjusted re-

9 duction peod' for an old-age, wife 's, husband's, widow's, or

10 widower's insurance benefit is the reduction period prescribed

11 in paragraph (6) for such benefit, excluding—".

12 (4) Paragraphs (1) (B) (i), (3) (E) (ii), and (3) (F) (ii) of

13 section 202(q) of such Act are each amended by striking out

14 "(6)(A)" and inserting in lieu thereof in each instance "(6) ".

15 (5) Section 202(q) (3) (G) of such Act is amended by

16 striking out "paragraph (6)(A) (or, if such paragraph does

17 not apply, the period specified in paragraph (6)(B))" and

18 inserting in lieu thereof "paragraph (6) ".

19 (6) Section 202(q)(lO) of such Act is amended—

20 (A) by striking out "or an additional adjusted re-

21 duction period";

22 (B) in subparagraphs (B)(i), (C)(i), and (C)(ii),

23 by striking out ", plus the number of months in the

24 adjusted additional reduction period multiplied by /24o

25 of 1 percent"; and
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1 (C) in subparagraph (B)(ii), by striking out ",

2 plus the number of months in the additional reduction

3 period multiplied by /24o of 1 percent ".

4 (b)(1) The amendments made by this section shall be

5 effective wit/i respect to monthly benefits under title II of the

6 Social Security Act for months after December 1983.

7 (2) In the case of an individual who was not entitled to

8 a monthly benefit under title II of such Act for December

9 1983, no benefit shall be paid under such title by reason of

10 such amendments unless proper application for such benefit

11 is made.

12 ADJUSTMENT TO COST-OF-LIVING INCREASE WHEN TRUST

13 FUND RATIO FALLS BELOW 20 PERCENT

14 SEC. 117. (a) Section 215(i) (2) (A) (ii) of the Social Se-

15 curity Act is amended, in the matter following clause (III),

16 by striking out "The increase shall be derived" and inserting

17 in lieu thereof "Except as otherwise provided in paragraph

18 (5), the increase shall be derived".

19 (b) Section 215(i) of such Act is amended by adding at

20 the end thereof the following new paragraph:

21 "(5) (A) The amount of the increase under paragraph
22 (2) to become effective for monthly benefits payable for De-

23 cember 1988 or any December thereafter shall, if the Secre-

24 tary makes a finding under this paragraph that the combined

25 trust funds ratio (as defined in subparagraph (D)) as of the
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1 start of business on January 1 of the calendar year in which

2 such December falls is less than 20.0 percent, be determined

3 under paragraph (2) by substituting—

4 "(i) the percentage (rounded to the nearest one-

5 tenth of 1 percent) by which the average of the total

6 wages for the preceding calendar year (as determined

7 for purposes of subsection (bX3) (A) (ii)) exceeds such

8 average for the second preceding calendar year (and if

9 no increase in such wages took place, the percentage

10 shall be deemed to be zero), for

11 "(ii) the percentage otherwise applicable under

12 paragraph (2),

13 but only if the percentage determined under clause (i) is less

14 than the percentage determined under clause (ii).

15 "(B) In any case in which a cost-of-living adjustment

16 would not be made under this subsection on account of the

17 relevant increase in the Consumer Price Index being less

18 than 3 percent, no such cost-of-living increase shall be made

19 by reason of this paragraph. For puiposes of any subsequent

20 determination of a cost-of-living increase based upon a period

21 of more than 12 months, the percentage of the cost-of-living

22 increase (if any) to be applied under paragraph (2) shall be

23 the sum of the percentage increases for each relevant 12-

24 month period in such longer period which would have been

25 effective under this subsection (including this paragraph) but
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1 for the provision of paragraph (1) which limits such increases

2 only to cases in which the relevant increase in the Consumer

3 Price Index is equal to or greater than 3 percent.

4 "(C) The Secretary shall make the finding with respect

5 to the combined trust funds ratio (as of the start of business

6 on January 1 of each calendar year) on October 1 of each

7 calendar year, based upon the most recent data available as

8 of that time.

9 "(D) For purposes of this paragraph, the term 'com-

10 bined trust funds ratio' means the ratio of—

11 "(i) the combined balance in the Federal Old-Age

12 and Survivors Insurance Trust Fund and the Federal

13 Disability Insurance Trust Fund, reduced by the

14 amount of any outstanding loan (including interest

15 thereon) from the Federal Hospital Insurance Trust

16 Fund, as of the start of business on January 1 of any

17 calendar year, to

18 "(ii) the amount estimated by the Secretary to be

19 the total amount to be paid from the Federal Old-Age

20 and Survivors Insurance Trust Fund and the Federal

21 Disability Insurance Trust Fund during such calendar

22 year for all purposes authorized by section 201, but ex-

23 cluding any transfer payments between such trust

24 funds and reducing the amount of any transfer to the

25 Railroad Retirement Account by the amount of any
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1. transfers into either such trust fund from the Railroad

2 Retirement Account.

3 "(E) If any increase under paragraph (2) has been de-

4 termined on the basis of the substitute formula in subpara-

5 graph (A)(i) of this paragraph, and, for any succeeding cal-

6 endar year, the Secretary determines that the combined trust

7 funds ratio is greater than 32.0 percent, the Secretary shall

8 pay additional benefits with respect to the 12-month period

9 beginning witu the following December in amounts not to

10 exceed—

11 "(i) in the aggregate, a total amount which, ac-

12 cording to actuarial estimate, equals the amount by

13 which the balance in such trust funds on the date of

14 such determination exceeds the amount necessary to

15 effect a combined trust 'funds ratio of 32.0 percent for

16 the following year; and

17 "(ii) with respect to any individual, for benefits

18 for each month in such 12-month period, an amount

19 equal to one-twelfth of the total amount by which all

20 benefits paid to him during all previous years were less

21 than the amounts which would have been paid to him

22 but for the provisions of this paragraph.

23 Such additional benefits shall be paid as a percent age in-

24 crease in the monthly benefits otherwise payable for months

25 during such 12-month period. If there are not sufficient
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1 funds available to pay additional benefits in the full amount

2 to all individuals (taking into account the limitation in

3 clause (i)), amounts paid under this subparagraph shall be

4 paid on a pro rata basis to all individuals who are entitled to

5 any such amount and are entitled to a benefit under this title

6 for the months in which such additional amounts are being

7 paid.

8 "(F) In any case in which additional payments are

9 made by reason of the provisions of subparagraph (E), for

10 purposes of determining benefit amounts for months after the

11 12-month period for which such additional benefits were

12 made, the percentage increase under this subsection applica-

13 ble to benefits payable for such 12-month period shall be

14 deemed to be the actual percentage achieved by reason of such

15 additional payments (as measured with respect to payments

16 which are not subject to reduction under any other provision

17 of this Act).".

18 (c) Only with respect to the determination made for

19 January 1, 1988, the combined trust fund ratio for such year

20 (for purposes of determining the increase under section

21 215(i) of the Social Security Act for benefits payable for

22 December of such year) shall be determined by using the ac-

23 tuarial estimate of the Secretary of Health and Human serv-

24 ices of the ratio of—
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1 (1) the combined balance which will be available

2 in the Federal Old-Age and Survivors Insurance

3 Trust Fund and the Federal Disability Insurance

4 Trust Fund, reduced by the amount of any outstanding

5 loan (including interest thereon) from the Federal Hos-

6 pital Insurance Trust Fund, at the close of business on

7 December 31 of such calendar year, to

8 (2) the amount estimated by the Secretary to be

9 the total amount to be paid from the Federal Old-Age

10 and Survivors Insurance Trust Fund and the Federal

11 Disability Insurance Trust Fund for calendar year

12 1988 for all purposes authorized by section 201 of such

13 Act, but excluding any transfer payments between such

14 trust funds, and reducing the amount of any transfer

15 to the Railroad Retirement Account by the amount of

16 any transfers into either such trust fund from the Rail-

17 road Retirement Account.

18 (d) Section 1617(a)(2) of the Social Security Act is

19 amended by inserting ' or, if greater, the percentage by

20 which benefit amounts under title II would be increased for

21 such month but for the provisions of section 215(i)(5,)," after

22 "are increased for such month ".
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1 INCREASE IN OLD-AGE INSURANCE BENEFIT AMOUNTS ON

2 ACCOUNT OF DELAYED RETIREMENT

3 SEC. 118. (a) Section 202 (w) (1) (A) of the Social Secu-

4 ritj Act is amended to read as follows:

5 "(A) the applicable percentage (as determined

6 under paragraph (6)) of such amount, multiplied b,i ".

7 (b) Section 202(w) of such Act is amended bj adding at

8 the end thereof the following new paragraph:

9 "(6) For purposes of paragraph (1)(A), the applicable

10 percentage is—

11 "(A) 1,42 of 1 percent in the case of an individual

12 who first becomes eligible for an old-age insurance

13 benefit before 1979; and

14 "(B) 1/4 of 1 percent in the case of an individual

15 who first becomes so eligible after 1978, and before

16 1990;

17 "(C) in the case of an individual who first be-

18 comes so eligible after 1989 and before 2009, a per-

19 centage equal to the percentage in effect under this sub-

20 paragraph for individuals who first became eligible in

21 the preceding calendar ,Iear (as increased pursuant to

22 this clause), plus 1/48 of 1 percent, and

23 "(D) in the case of an individual who first be-

24 comes so eligible after 2008, 2/3 of 1 percent. ".
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1 (c)(1) Paragraphs (2)(A) and (3) of section 202(w) of

2 such Act are each amended by striking out "age 72" and

3 inserting in lieu thereof "age 70".

4 (2) The amendments made by paragraph (1) shall apply

5 with respect to increment months in calendar years after

6 1983.

7 INCREASE IN RETIREMENT AGE

8 SEC. 119. (a) Section 216 of the Social Security Act is

9 amended by inserting before subsection (b) the following new

10 subsection:

11 "Retirement Age

12 "(a) (1) The term 'retirement age' means—

13 "(A) with respect to an individual who attains the

14 early retirement age (as defined in paragraph (2))

15 before January 1, 2000, 65 years of age;

16 "(B) with respect to an individual who attains

17 early retirement age after December 31, 1999, and

18 before January 1, 2012, 65 years of age plus the

19 number of months in the age increase factor (as deter-

20 mined under paragraph (3)) for the year in which such

21 individual attains early retirement age; and

22 "(0) with respect to an individual who attains

23 early retirement age after December 31, 2014, 66

24 years of age.
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1 "(2) The term 'early retirement age' means age 62 in

2 the case of an old-age, wife 's, or husband benefit, and age

3 60 in the case of a widow's or widower benefit.

4 "(3) The age increase factor for individuals who attain

5 early retirement age in the period described in subparagraph

6 (B) shall be equal to one-twelfth of the number of months in

7 the period beginning with January 2000 and ending with

8 December of the year in which the individual attains early

9 retirement age.

10 (b)(1) Section 202(q)(9) of such Act is amended to read

11 as follows:

12 "(9) The amount of the reduction for early retirement

13 specified in paragraph (1) shall be periodically revised by the

14 Secretary such that—

15 "(A) for old-age insurance benefits, wife insur-

16 ance benefits, and husband's insurance benefits, the re-

17 duction applicable to an individual entitled to such a
18 benefit at an age not more than 3 years lower than the

19 retirement age applicable to such individual, shall be

20 the same as under such paragraph (1), and such reduc-

21 tion shall be increased by five-twelfths of 1 percent for

22 each month below that age which is 3 years lower than

23 the applicable retirement age; and

24 "(B) for widow's insurance benefits and widow-

25 er's insurance benefits, the reduction for those entitled
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1 to such benefits at the earliest possible early retirement

2 age shall be the same as specified in paragraph (1),

3 and those for later ages shall be established by linear

4 interpolation between the applicable reduction for such

5 earliest possible early retirement age and a factor of

6 unity at the applicable retirement age. ".

7 (2) Section 202 (q) (1) of such Act is amended by strik-

8 ing out "If" and inserting in lieu thereof "Subject to para-

9 graph (9), if".

10 (c) The Social Security Act is amended—

11 (1) by striking out "age 65" or "age of 65", as

12 the case may be, each place it appears in the following

13 sections and inserting in lieu thereof in each instance

14 "retirement age (as defined in section 216(a)) ":

15 (A) subsections (a), (b), (c), (d), (e), (f), (q),

16 (r), and (w) of section 202,

17 (B) subsections (c) and (f) of section 203,

18 (C) section 211(b) (3),

19 (D) subsection (f) of section 215,

20 (E) subsections (h) and (i) of section 216,

21 (F) section 223(a),

22 (G) subsections (a), (b), (c), and (e) of sec-

23 tion 226,

24 (H) section 1811,

25 (1) section 1818(a) (1),
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1 (J) section 1836(2),

2 (K) section 1837,

3 (L) subsections (c) and (f) of section 1839,

4 (1W) section 1838,

5 (N) section 1844(a), and

6 (0) section 1876 (a) (5) ,•

7 (2) by striking out "age sixty-five" in section

8 203(c) and inserting in lieu thereof "retirement age (as

9 defined in section 216(a)) "; and

10 (3) by striking out "age of sixty-five" in section

11 223(a) and inserting in lieu thereof "retirement age

12 (as defined in section 216(a)) ".

13 ADJUSTMENTS IN OASDI BENEFIT FORMULA

14 SEC. 120. (a) Section 215(a) (1) (2.1) of the Social Secu-

15 rity Act is amended by striking out "90 percent" in clause

16 (i), "32 percent" in clause (ii), and "15 percent" in clause

17 (iii) and inserting in lieu thereof in each instance "the appli-

18 cable percentage (determined under paragraph (8))".

19 (b) The first sentence of section 215(a)(7)(B) of such

20 Act (as added by section 113(a) of this Act) is amended by

21 striking out "61 percent" and inserting in lieu thereof "the

22 applicable percentage as determined under paragraph (8)".

23 (c) Section 215(a) of such Act is further amended by

24 adding at the end thereof (after the new paragraph added by

25 section 113 of this Act) the following new paragraph:
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1 "(8) The 'applicable percentaes'for purposes of clauses

2 (i), (ii), and (iii) of paragraph (1)(A), and the 'applicable

3 percentage' for purposes of the first sentence of paragraph

4 (7)(B), shall be determined as follows:

The 'applicable percentage'—
"For individuals who

initially become eligible for for purposes of clause
old-age or di3ability for purposes of clause (ii) of Pararah for purposes of clause

insurance benefits, or who
die (before becoming eligible

(i) of paragraph (1)M) and the irst (iii) of paragraph

(1)M) is— sentence of paragraph (1)M) 3—
for such benefits) in— (7)(B) _

any year from 1979
through 1999 90.0 32.0 15.0

2000 89.4 31.8 14.9

2001 88.8 31.6 14.8

2002 88.2 31.4 14.7

2003 87.6 31.1 14.6

2004 87.0 30.9 14.5

2005 86.4 30.7 14.4

2006 85.8 30.5 14.3

2007 or thereafter 85.2 30.3 14.2

5 PHASEOUT OF EARNINGS LIMITATION FOR BENEFICI-

6 ARIES WHO HAVE ATTAINED RETIREMENT AGE

7 SEC. 121. (a) Section 203(f)(8)(D) of the Social Secu-

8 rity Act is amended by inserting "(i)" after "(D)" and

9 adding at the end thereof the following new clause:

10 "(ii) Notwithstanding any other provision of this sub-

11 section, the exempt amount applicable to any individual who

12 has attained retirement age, as otherwise determined under

13 this subsection, shall be increased by—

14 "(I) $250 for each month in any taxable year

15 ending after 1989 and before 1991,

16 "(II) $500 for each month in any taxable year

17 ending after 1990 and before 1992;
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1 "(lii) $750 for each month in any taxable year

2 ending after 1991 and before 1993,

3 "(1 V) $1,000 for each month in any taxable year

4 ending after 1992 and before 1994, and

5 "(V) $1,250 for each month in any taxable year

6 ending after 1993 and before 1995. ".

7 (b) Section 203 (c) (1) of the Social Security Act is

8 amended by striking out "the age of seventy" and inserting

9 in lieu thereof "retirement age ".

10 (c) The last sentence of section 203(c) of such Act is

11 amended by striking out "nor shall any deduction" and all

12 that follows and inserting in lieu thereof "nor shall any de-

13 duction be made under this subsection from any widow's or

14 widower's insurance benefits if the widow, surviving divorced

15 wife, widower, or. surviving divorced husband involved

16 became entitled to such benefit prior to attaining age 60. ".

17 (d) Section 203(d) (1) of such Act is amended by strik-

18 ing out "the age of seventy" and inserting in lieu thereof

19 "retirement age".

20 (e) Section 203(f)(1) of such Act is amended—

21 (1) in clause (B), by striking out "the age of 8ev-

22 enty" and inserting in lieu thereof "retirement age";

23 (2) by amending clause (D) to read as follows.

24 "(D) for which such individual is entitled to widow's
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1 or widower insurance benefits if such individual

2 became so entitled prior to attaining age 60, "; and

3 (3) by striking out "the applicable exempt

4 amount" each place it appears and inserting in lieu

5 thereof in each instance "the exempt amount".

6 (f) Section 203(f)(3) of such Act is amended—

7 (1) by striking out "applicable exempt amount"

8 and inserting in lieu thereof "exempt amount"; and

9 (2) by striking out "age 70" and inserting in lieu

10 thereof "retirement age".

11 (g) Section 203(f)(4)(B) of such Act is amended by

12 striking out "applicable exempt amount" and inserting in

13 lieu thereof "exempt amount".

14 (Ii) Section 203(f)(8)(A) of such Act is amended by

15 striking out "exempt amounts (separately stated for individ-

16 uals described in subparagraph (D) and for other individ-

17 uals) which are to be applicable " and inserting in lieu thereof

18 "exempt amount which is to be applicable".

19 (i) Section 203 (f) (8) (B) of such Act is amended—

20 (1) by striking out "Except as otherwise provided

21 in subparagraph (D), the exempt amount which is ap-

22 plicable to individuals described in such subparagraph

23 and the exempt amount which is applicable to other in-

24 dividuals, for each month of a particular taxable year,

25 shall each be" and inserting in lieu thereof "The
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1 exempt amount for each month of a particular taxable

2 year shall be '

3 (2) in clause (i), by striking out "corresponding";

4 and

5 (3) in the matter following clause (ii), by striking

6 out "an exempt amount" and inserting in lieu thereof

7 "the exempt amount".

8 (j) Section 203(f)(8) of such Act is amended by striking

9 out subparagraph (D) thereof.

10 (7c) Section 203 (Ii) (1) (A) of such Act is amended—

11. (1) by striking out "applicable exempt amount"

12 and inserting in lieu thereof "exempt amount"; and

13 (2) by striking out "age 70" each place it appears

14 and inserting in lieu thereof in each instance "retire-

15 menta9e"

16 (1) Section 203(j) of such Act is amended—

17 (1) by striking out "Age Seventy" in the heading

18 thereof and inserting in lieu thereof "Retirement Age";

19 and

20 (2) by striking out "seventy years of age" and in-

21 serting in lieu thereof "retirement age'.

22 (m) Section 202 (w) (2) of such Act (as amended by sec-

23 tion 118 of this Act) is further amended by inserting "for

24 months prior to 1984" before "and prior"
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1 (n) The amendments made by this section, other than

2 subsection (a) and subsection (m), shall be effective with re-

3 spect to taxable years ending after 1994.

4 INCREASE IN DROPOUT YEARS FOR TIME SPENT IN

5 CHILD CARE

6 SEC. 122. (a) Section 215(b) (2) (A) of the Social Secu-

7 rity Act is amended, in the third sentence thereof—

8 (1) by striking out "clause (ii)" each place it ap-

9 pears and inserting in lieu thereof in each instance

10 "clause (i) or (ii) and

11 (2) by striking out "a combined total not exceed-

12 ing 3" and inserting "a combined total not exceeding

13 7".

14 (b) The amendments mq4e by this section shall apply

15 only with respect to individuals who first become eligible for

16 benefits under title ii of the Social Security Act for months

17 after December 1983.

18 LIMITATION ON PAYMENTS TO PRISONERS

19 SEC. 123. (a) Section 202 of the Social Security Act is

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

21 section:

22 "Suspension of Benefits for Inmates of Penal Institutions

23 "(x)(1) Notwithstanding any other provision of this

24 title, no monthly benefits shall be paid under this section or

25 under section 223 to any individual for any month during
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1 which such individual is confined in a jail, prison, or other

2 penal institution or correctional facility, pursuant to his con-

3 viction of an offense which constituted a felony under appli-

4 cable law.

5 "(2) Benefits which would be payable to any individual

6 (other than a confined individual to whom benefits are not

7 payable by reason of paragraph (1)) under this title on the

8 basis of the wages and self-employment income of such a con-

9 fined individual but for the provisions of paragraph (1), shall

10 be payable as though such confined individual were receiving

11 such benefits.

12 "(3) Notwithstanding the provisions of section 552a of

13 title 5, United States Code, or any other provision of Federal

14 or State law, any agency of the United States Government

15 or of any State (or political subdivision thereof) shall make

16 available to the Secretary, upon written request, the name

17 and social security account number of any individual who is

18 confined in a jail, prison, or other penal institution or correc-

19 tional facility under the jurisdiction of such agency, pursu-

20 ant to his conviction of an offense which constituted a felony

21 under applicable law, which the Secretary may require to

22 carry out the provisions of this subsection. ".

23 (b) Section 223 of such Act is amended by striking out

24 subsection (f).

AMIDT 516—---4
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1 (c) The amendments made by subsections (a) and (b)

2 shall apply with respect to monthly benefits payable for

3 months beginning on or after the date of the enactment of this

4 Act.

5 LIMITATIONS ON PAYMENTS TO NONRESIDENT ALIENS

6 SEC. 124. (a) Section 202 (t) (1) of the Social Security

7 Act is amended to read as follows:

8 "(1)(A) Notwithstanding any other provision of this

9 title (but subject to subparagraphs (B) through (D) of this

10 paragraph), no monthly benefit shall be paid under this sec-

11 tion or section 223 for any month to any individual who is

12 not a citizen or national of the United States if such individ-

13 ual is outside the United States.

14 "(B) For purposes of this paragraph, an individual

15 shall be considered to be outside the United States in any

16 month only if such month occurs—

17 "(i) after the sixth consecutive calendar month

18 during all of which (as determined by the Secretary on

19 the basis of information furnished to him by the Attor-

20 ney General or information which otherwise comes to

21 his attention) such individual is outside the United

22 States, and

23 "(ii) prior to the first month thereafter during all

24 of which such individual has been in the United

25 States;
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1 but in applying the preceding provisions of this subparagraph

2 an individual who has been outside the United States for any

3 period of 30 consecutive days shall be treated as remaining

4 outside the United States until he has been in the United

5 States for a period of 30 consecutive days.

6 "(C)(i) An individual who is otherwise prevented by

7 subparagraph (A) from receiving benefits under this title

8 shall nevertheless be paid such benefits, as though such sub-

9 paragraph were inapplicable, until the total amount of such

10 benefits (excluding amounts withheld from such benefits

11 under section 1441 of the internal Revenue Code of 1954)

12 equals the total amount of the taxes payable under sections

13 3101 and 1401 of the internal Revenue Code of 1954 (or the

14 corresponding provisions of prior law) with respect to the

15 wages and self-employment income on which such benefits

16 are based (as determined by the Secretary on the basis of

17 such wages and self-employment income) plus interest (as de-

18 termined under clause (iii)).

19 "(ii) in determining the total amount of benefits pay-

20 able to an individual under clause (i) with respect to the

21 wages and self-employment income of any individual, the

22 Secretary shall take into account all benefits paid before such

23 determination is made on the basis of such wages and self-

24 employment income (wherever paid).
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1 "(iii) For purposes of this subparagraph, interest on

2 taxes payable under sections 3101 and 1401 of the Internal

3 Revenue Code of 1954 (or corresponding provisions of prior

4 law) shall be compounded annually from July 1 of the year

5 in which such taxes were payable only until the last day of

6 the year preceding the year in which the individual on the

7 basis of whose wages and self-employment income benefits

8 are to be paid attains age 62, becomes disabled, or dies,

9 whichever occurs first, at a rate of 3.0 percent for the period

10 after 1936 and before 1951, and, for each year after 1950, at

11 a rate equal to the average of the twelve monthly interest rates

12 determined under section 201 for such year.

13 "(D) For purposes of this paragraph, the term 'United

14 States' (when used in either a geographical or political sense)

15 means the States, the District of Columbia, the Common-

16 wealth of Puerto Rico, the Virgin islands, Guam, American

17 Samoa, the Trust Territory of the Pacific islands, and any

18 other territory or possession of the United States. ".

19 (b) Section 202 (t) (2) of such Act is repealed.

20 (c) Section 202 (t) (3) of such Act is amended to read as

21 follows:

22 "(3) Paragraph (1) shall not apply—

23 "(A) in any case where its application would be

24 contrary to any treaty obligation of the United States
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1 in effect on the date of theenactment of the Social Se-

2 curity Amendments of 1983, or

3 "(B) to individuals who are citizens or residents

4 of a country with which the United States has con-

5 cluded an international social security agreement pur-

6 suant to section 233, unless otherwise provided by such

7 agreement. ".

8 (d) Section 202 (t) (4) of such Act is amended—

9 (1) by striking out subparagraphs (A) and (B);

10 (2) by redesignating subparagraphs (C), (D), and

11 (E) as subparagraphs (A), (B), and (C); and

12 (3) by striking out the semicolon at the end of
13 subparagraph (C) (as so redesignated) and all that fol-

14 lows and inserting in lieu thereof a period.

15 (e) The heading of section 202(t) of such Act is amended

16 by adding at the end thereof the following: ", Prohibition

17 Against Payment of Benefits to Aliens Not Permanent Resi-

18 dents".

19 (f)(1) The amendments made by the preceding subsec-

20 tions shall apply with respect to any individual who initially

21 becomes eligible for benefits under section 202 or 223 of the

22 Social Security Act after December 31, 1984.

23 (2) Section 202(t) of the Social Security Act (as in
24 effect on the day before the date of enactment of this Act)

25 shall apply with respect to individuals who are eligible for
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1 benefits under section 202 or 223 of such Act before January

2 1, 1985.

3 REDUCTION OF COST-OF-LIVING INCREASE IF TRUST

4 FUNDS RATIO IS BELOW 20 PERCENT AND DECLINING

5 SEC. 125. (a) Section 215(i) of the Social Security Act

6 is amended by adding at the end thereof the following new

7 paragraph:

8 '(5)(A) On or before July 1 of each calendar year after

9 1983, the Secretary shall determine whether the estimated

10 OASDI trust fund ratio for the second calendar year follow-

11 ing such calendar year will be—

12 "(i) less than 20.0 percent; and

13 "(ii) less than the estimated OASDI trust fund

14 ratio for the first calendar year following the year in

15 which such determination is made.

16 "(B) If the Secretary finds that the OASDI trust fund

17 ratio for the second calendar year following such calendar

18 year will be less than each of the ratios described in clauses

19 (i) and (ii) of subparagraph (A), the Secretary shall—

20 "(i) notify the Congress on or before July 1 of

21 such calendar year that, absent a change of circum-

22 stances, it will be necessary to reduce the amount of

23 the percentage cost-of-living increase otherwise payable

24 under this subsection with respect to benefits for

25 months after November of such calendar year; and



55

1 "(ii) absent a c/lange of circumstances before such

2 cost-of-living increase is determined that will allow the

3 full amount of benefits otherwise payable to be paid in

4 a timely fashion, reduce the amount of such percentage

5 increase (but not below zero) in accordance with sub-

6 paragraph (C) to the extent necessary to ensure that

7 the OASDI trust fund ratio for the second calendar

8 year following the calendar year in which the determi-

9 nation is made will not fall below the lower of—

10 "(1) 20.0 percent, or

11 "(II) the OASDI trust fund ratio for the

12 calendar year following the calendar year in

13 which the determination is made.

14 "(C) In reducing a cost-of-living percentage increase

15 under subparagraph (B), the Secretary shall first apply such

16 reduction to the percentage increase otherwise payable with

17 respect to monthly benefits payable under this section that are

18 based on a primary insurance amount of $250 or more for

19 the month preceding such cost-of-living increase; the percent-

20 age increase applied to the primary insurance amount used to

21 determine all other monthly benefits shall not be such as to

22 increase such primary insurance amounts above $250. If

23 further reduction in outgo is required, a reduction in the per-

24 centage increase applicable with respect to monthly benefits
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1 based on a primary insurance amount of less than $250 for

2 such preceding month shall be made.

3 "(D) For purposes of this paragraph, the term 'OASDI

4 trust fund ratio' shall mean, with respect to any calendar

5 year, the ratio of—

6 "(i) the amount estimated by the Secretary to be

7 equal to the combined balance in the Federal Old-Age

8 and Survivors Insurance Trust Fund and the Federal

9 Disability Insurance Trust Fund as of the start of

10 business on January 1 of such calendar year, taking

11 into account any cost-of-living increase that otherwise

12 would be made with respect to benefits paid during

13 such year, and any actions possible to be taken under

14 sections 201(l) and 1817(j) (relating to interfund bor-

15 rowing) and 201 (a) and (m) (relating to normalized

16 crediting of social security taxes), to

17 "(ii) the amount estimated by the Secretary to be

18 the total amount to be paid from such Trust Funds

19 during such calendar year (other than payments of in-

20 terest on, and repayments of loans from), such Trust

21 Funds, and reducing the amount of any transfer to the

22 Railroad Retirement Account by the amount of any

23 transfer to such account from any such Trust Fund.

24 "(E) With respect to any calendar year beginning

25 before January 1988 for which a determination is required to
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1 be made under subparagraph (A), the estimated OASDI

2 trust fund ratio for the second calendar year following such

3 calendar year shall be treated as exceeding the estimated

4 OA SDJ trust fund ratio for the first calendar year following

5' such calendar year if ratio of the estimated combined bal-

6 ances in the Federal Old-Age and Survivors insurance

7 Trust Fund, the Federal Disability insurance Trust Fund,

8 and the Federal Hospital insurance Trust Fund for such

9 second following calendar year to the amounts estimated to be

10 paid from all such Trust Funds during such second following

11 calendar year exceeds the ratio of the estimated balances in

12 all such Trust Funds to estimated payments from all such

13 Trust Funds for such first following calendar year. ".

14 PART C—REVENUE PROVISIONS

15 SEC. 131. TAXATION OF SOCIAL SECURITY AND TIER 1 RAIL-

16 ROAD RETIREMENT BENEFITS.

17 (a) GENERAL RULE.—Part ii of subchapter B of
18 chapter 1 of the Internal Revenue Code of 1954 (relating to

19 amounts specifically included in gross income) is amended

20 by redesignating section 86 as section 87 and by inserting

21 after section 85 the following new section:
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1 "SEC. 86. SOCIAL SECURITY AND TIER 1 RAILROAD RETIRE-

2 MENT BENEFITS.

3 "(a) iN GENERAL.—Gross income for the taxable year

4 of any taxpayer described in subsection (b) includes social

5 security benefits in an amount equal to the lesser of—

6 "(1) one-half of the social security benefits re-

7 ceived during the taxable year, or

8 "(2) one-half of the excess described in subsection

9 (b).

10 "(b) TAXPAYERS TO WHOM SUBSECTION (a) Ap-

11 PLIES.—

12 "(1) iN GENERAL.—A taxpayer is described in

13 this subsection if—

14 "(A) the sum of—

15 "(i) the adjusted gross income of the

16 taxpayer for the taxable year, plus

17 "(ii) one-half of the social security

18 benefits received during the taxable year, ex-

19 ceeds

20 "(B) the base amount.

21 "(2) ADJUSTED GROSS INCOME.—For purposes

22 of this subsection, the adjusted gross income of the tar-

23 payer for the taxable year shall be—

24 "(A) determined without regard to this sec-

25 tion and sections 221, 911, and 931, and
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1 "(B) increased by the amount of interest of

2 the taxpayer which is exempt from tax for the

3 taxable year.

4 "(c) BASE AMOUNT.—For purposes of this section, the

5 term 'base amount' means—

6 "(1) except as otherwise provided in this subsec-

7 tion, $25,000,

8 "(2) $32,000, in the case of a joint return, and

9 "(3) zero, in the case of a taxpayer who—

10 "(A) is married at the close of the taxable

11 year (within the meaning of section 143) but does

12 not file a joint return for such year, and

13 "(B) does not live apart from his spouse at

14 all times during the taxableyear.

15 "(d) SOCIAL SECURITY BENEFIT.—

16 "(1) IN GENERAL.—For puiposes of this section,

17 the term 'social security benefit' means any amount re-

18 ceived by the taxpayer by reason of entitlement to—

19 "(A) a monthly benefit under title II of the

20 Social Security Act (determined without regard to

21 section 203(i) of the Social Security Act), or

22 "(B) a tier 1 railroad retirement benefit.

23 "(2) ADJUSTMENT FOR REPAYMENTS DURING

24 YEAR.—
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1 "(A) IN GENERAL.—FOr purposes of this

2 section, the amount of social security benefits re-

3 ceived during any taxable year shall be reduced

4 by any repayment made by the taxpayer during

5 the taxable year of a social security benefit previ-

6 ously received by the taxpayer (whether or not

7 such benefit was received during the taxable

8 year).

9 "(B) DENIAL OF DEDUCTION.—If (but for

10 this subparagraph) any portion of the repayments

11 referred to in subparagraph (A). would have been

12 allowable as a deduction for the taxable year

13 under section 165, such portion shall be allowable

14 as a deduction only to the extent it exceeds the

15 social security bne fits received by the taxpayer

16 during the taxable year (and not repaid during

17 such taxable year).

18 "(3) TIER 1 RAILROAD RETIREMENT BENE-

19 FIT.—For purposes of paragraph (1), the term 'tier 1

20 railroad retirement benefit' means a monthly benefit

21 under section 3(a), 4(a), or 4(f) of the Railroad Retire-

22 ment Act of 1974.

23 "(e) LIMITATION ON AMOUNT iNCLUDED WHERE

24 TAXPAYER RECEIVES LUMP-SUM PAYMENT.—

25 "(1) LIMITATI0N.—If—
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1 "(A) any portion of a lump-sum payment of

2 social security benefits received during the taxable

3 year is attributable to prior taxable years, and

4 "(B) the taxpayer makes an election under

5 this subsection for the taxable year,

6 then the amount included in gross income under this section

7 for the taxable year by reason of the receipt of such portion

8 shall not exceed the sum of the increases in gross income

9 under this chapter for prior taxable years which would result

10 solely from taking into account such portion in the taxable

11 years to which it is attributable.

12 "(2) SPECIAL RULES.—

13 "(A) YEAR TO WHICH BENEFIT ATTRIBUT-

14 ABLE.—For purposes of this subsection, a social

15 security benefit is attributable to a taxable year if

16 the generally applicable payment date for such

17 benefit occurred during such taxable year.

18 "(B) ELECTION.—An election under this

19 subsection shall be made at such time and in such

20 manner as the Secretary shall by regulations pre-

21 scribe. Such election, once made, may be revoked

22 only with the consent of the Secretary.

23 "(f) TREATMENT AS PENSION OR ANNUITY FOR CER-

24 TAIN PURPOSES. —For purposes of—

25 "(1) section 43(c)(2) (defining earned income),
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1 "(2) section 219(f)(1) (defining compensation),

2 "(3) section 221(b)(2) (defining earned income),

3 (ifld

4 "(4) section 911(b)(1) (defining foreign earned

5 income),

6 any social security benefit shall be treated as an amount re-

7 ceived as a pension or annuity. ".

8 (b) INFORMATION REPORTING._Subpart B of part

9 III of subchapter A of chapter 61 of such Code (relating to

10 information concerning transactions with other persons) is

11 amended by adding at the end thereof the following new sec-

12 tion:

13 "SEC. 6050F. RETURNS RELATING TO SOCIAL SECURITY BENE-

14 FITS.

15 "(a) REQUIREMENT OF REPORTING.—The appropri-

16 ate Federal official shall make a return, according to the

17 forms and regulations prescribed by the Secretarj, setting

18 forth—

19 "(1) the—

20 "(A) aggregate amount of social security

21 benefits paid with respect to any individual

22 during any calendar year, and

23 "(B) aggregate amount of social security

24 benefits repaid by such individual during such

25 calendar year, and
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1 "(2) the name and address of such individual.

2 "(b) STATEMENTS To BE FURNISHED TO JNDIVID-

3 UALS WITH RESPECT TO WHOM iNFORMATION is FUR-

4 NISHED. —Every person making a return under subsection

5 (a) shall furnish to each individual whose name is set forth

6 in such return a written statement showing—

7 "(1) the name of the agency making the pay-

8 ments, and

9 "(2) the aggregate amount of payments, of repay-

10 ments, and of reductions, with respect to the individual

11 as shown on such return.

12 The written statement required under the preceding sentence

13 shall be furnished to the individual on or before January 31

14 of the year following the calendar year for which the return

15 under subsection (a) was made.

16 "(c) DEFINITIONS._FOr purposes of this section—

17 "(1) APPROPRIATE FEDERAL OFFICIAL.—The

18 term 'appropriate Federal official' means—

19 "(A) the Secretary of Health and Human
20 Services in the case of social security benefits de-

21 scribed in section 86(d) (1) (A), and

22 "(B) the Railroad Retirement Board in the
23 case of social security benefits described in section

24 86(d) (1) (B).
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1 "(2) SOCIAL SECURITY BENEFIT.—The term

2 'social security benefit' has the meaning given to such

3 term by section 86(d)(1). ".

4 (c) TREATMENT OF NONRESIDENT ALIENS.—

5 (1) AMENDMENT OF SECTION 871(a).—SubSec-

6 tion (a) of section 871. of such Code (relating to tax on

7 income not connected with United States business) is

8 amended by adding at the end thereof the following

9 new paragraph:

10 "(3) TAXATION OF SOCIAL SECURITY BENE-

11 FITS.—FOr purposes of this section and section

12 1441—

13 "(A) one-half of any social security benefit

14 (as defined in section 86(d)) shall be included in

15 gross income, and

16 "(B) section 86 shall not apply. ".

17 (2) DISCLOSURE OF INFORMATION TO SOCIAL

18 SECURITY ADMINISTRATION OR RAILROAD RETIRE-

19 MENT BOARD.—

20 (A) iN GENERAL.—Subsection (ii) of section

21 6103 of such Code (relating to disclosure to cer-

22 tam Federal officers and employees for purposes

23 of tax administration, etc.) is amended by adding

24 at the end thereof the following new paragraph:
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1 "(6) SOCIAL SECURITY BENEFITS.—Upon writ-

2 ten request, the Secretary may disclose available

3 return information from the master files of the Internal

4 Revenue Service with respect to the address and status

5 of an individual as a nonresident alien or as a citizen

6 or resident of the United States to the Social Security

7 Administration or the Railroad Retirement Board for

8 purposes of carrying out its responsibilities under sec-

9 tion 1441 with respect to social security benefits (as

10 defined in section 86(d)). ".

11 (B) CONFORMING AMENDMENT.—Para-

12 graph (4) of section 6lO3(p) of such Code (relat-

13 ing to safeguards) is amended by inserting

14 "(h)(6)," after "(h)(2),"in the material preceding

15 subparagraph (A) and in subparagraph (F)(ii)

16 thereof.

17 (d) SOCIAL SECURITY BENEFITS TREATED AS

18 UNITED STATES SOURCED.—Subsectjon (a) of section 861

19 of such Code (relating to income from sources within the

20 United States) is amended by adding at the end thereof the

21 following new paragraph:

22 "(8) SOCIAL SECURITY BENEFITS._—Any social

23 security benefit (as defined in section 86(d)). ".

24 (e) TRANSFERS TO TRUST FUNDS.—

AMIDT 516——5
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1 (1) IN GENERAL.—There are hereby appropriated

2 to each payor fund amounts equivalent to the aggregate

3 increase in tax liabilities under chapter 1 of the Inter-

4 nal Revenue Code of 1954 which is attributable to the

5 application of sections 86 and 871 (a) (3) of such Code

6 (as added by this section) to payments from such payor

7 fund.

8 (2) TRANSFERS.—The amounts appropriated by

9 paragraph (1) to any payor fund shall be transferred

10 from time to time (but not less frequently than quarter-

11 ly) from the general fund of the Treasury on the basis

12 of estimates made by the Secretary of the Treasury of

13 the amounts referred to in such paragraph. Any such

14 quarterly payment shall be made on the first day of

15 such quarter and shall take into account social security

16 benefits estimated to be received during such quarter.

17 Proper adjustments shall be made in the amounts sub-

18 sequently transferred to the extent prior estimates were

19 in excess of or less than the amounts required to be

20 transferred.

21 (3) DEF1N1T1ONS.—FOr purposes of this subsec-

22 tion—

23 (A) PAYOR FUND.—The term "payor fund"

24 means any trust fund or account from which pay-

25 ments of social security benefits are made.
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1 (B) SOCIAL SECURITY BENEFIT5.—The

2 term "social security benefits" has the meaning

3 given such term by section 86(d)(1) of the Inter-

4 nal Revenue Code of 1954.

5 (4) REPORTS.—The Secretary of the Treasury

6 shall submit annual reports to the Congress and to the

7 Secretary of Health and Human Services and the

8 Railroad Retirement Board on—

9 (A) the transfers made under this subsection

10 during the year, and the methodology used in de-

11 termining the amount of such transfers and the

12 funds or account to which made, and

13 (B) the anticipated operation of this subsec-

14 tion during the next 5 years.

15 (f) TECHNICAL AMENDMENTS.—

16 (1) Subsection (a) of section 85 of such Code is

17 amended by striking out "this section," and inserting

18 in lieu thereof "this section, section 86, ".

19 (2) Subparagraph (B) of section 128(c) (3) of such

20 Code (as in effect for taxable years beginning after De-

21 cember 31, 1984) is amended by striking out "85,"

22 and inserting in lieu thereof "85, 86, ".

23 (3) The table of sections for part II of subchapter

24 B of chapter 1 of such Code is amended by striking
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1 out the item relating to section 86 and inserting in lieu

2 thereof the following:

"Sec. 86. Social securUy and her 1 railroad rehirerneni benefihs.
"Sec. 87. Alcohol fuel credil. ".

3 (4) The table of sections for subpart B of part III

4 of subchapter A of chapter 61 of such Code is amended

5 by adding at the end thereof the following new item:

"Sec. 6050F. Returns relating to social security benefils. ".

6 (g) EFFECTIVE DATES. —

7 (1) IN GENERAL.—EXcept as provided in para-

8 graph (2), the amendments made by this section shall

9 apply to benefits received after December 31, 1983, in

10 taxable years ending after such date.

11 (2) TREATMENT OF CERTAIN LUMP-SUM PAY-

12 MENTS RECEIVED AFTER DECEMBER 31, 1983.—The

13 amendments made by this section shall not apply to

14 any portion of a lump-sum payment of social security

15 benefits (as defined in section 86(d) of the Internal

16 Revenue Code of 1954) received after December 31,

17 1983, if the generally applicable payment date for such

18 portion was before January 1, 1984.

19 SEC. 132. ACCELERATION OF INCREASES IN FICA TAXES; 1984

20 EMPLO YEE TAX CREDIT.

21 (a) ACCELERATION OF INCREASES IN FICA

22 TAXES.—

23 (1) TAX ON EMpLOyEES.—Subsection (a) of sec-

24 tion 3101 of the Internal Revenue Code of 1954 (relat-
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1 ing to rate of tax on employees for old-age, survivors,

2 and disability insurance) is amended by striking out

3 paragraphs (1) through (7) and inserting in lieu there-

4 of the following:

"In cases of wages received The rate shall be:
during:

1984, 1985, 1986, or 1987 5.7 percent
1988 or 1989 6.06 percent
1990 or thereafter 6.2 percent. ".

5 (2) EMPLOYER TAX.—Subsection (a) of section

6 3111 of such Code is amended by striking out para-

7 graphs (1) through (7) and inserting in lieu thereof the

8 following:

"In cases of wages paid during: The rate shall be:
1984, 1985, 1986, or 1987 5.7 percent
1988 or 1989 6.06 percent
1990 or thereafter 6.2 percent. ".

9 (3) EFFECTIVE DATE.—The amendments made

10 by this subsection shall apply to remuneration paid

11 after December 31, 1983.

12 (b) 1984 EMPLOYEE TAX CREDIT.—

13 (1) IN GENERAL.—Chapter 25 of such Code is
14 amended by adding at the end thereof the following

15 new section:

16 "SEC. 3510. CREDIT FOR INCREASED SOCIAL SECURITY EM-

17 PLO YEE TAXES AND RAILROAD RETIREMENT

18 TIER 1 EMPLO YEE TAXES IMPOSED DURING 1984.

19 "(a) GENERAL RULE.—There shall be allowed as a
20 credit against the tax imposed by section 3101 (a) on wages
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1 received during 1984 an amount equal to of 1 percent of

2 the wages so received.

3 "(b) TIME CREDIT ALLOWED.—The credit under sub-

4 section (z) shall be taken into account in determining the

5 amount of the tax deducted under section 3102(a).

6 "(c) WAGES.—For purposes of this section, the term

7 'wages' has the meaning given to such term by section

8 3121(a).

9 "(d) APPLICATION TO AGREEMENTS UNDER SEC-

10 TION 218 OF THE SOCIAL SECURITY ACT.—For purposes

11 of determining amounts equivalent to the tax imposed by sec-

12 tion 3101 (a) with respect to remuneration which—

13 "(1) is covered by an agreement under section

14 218 of the Social Security Act, and

15 "(2) is paid during 1984,

16 the credit allowed by subsection (a) shall be taken into ac-

17 count. A similar rule shall also apply in the case of an agree-

18 ment under section 3121(l).

19 "(e) CREDiT AGAiNST RAiLROAD RETiREMENT EM-

20 PLOYEE AND EMPLOYEE REPRESENTATIVE TAXES.—

21 "(1) IN GENERAL.—There shall be allowed as a

22 credit against the taxes imposed by sections 3201 (a)

23 and 3211(a) on compensation paid during 1984 and

24 subject to such taxes an amount equal to of 1 per-

25 cent of such compensation.
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1 "(2) TIME CREDIT ALLOWED.—The credit under

2 paragraph (1) shall be taken into account in deter-mm-

3 ing the amount of the tax deducted under section

4 3202 (a) (or the amount of the tax under section

5 3211(a)).

6 "(3) COMPENSATION.—For purposes of this sub-

7 section, the term 'compensation' has the meaning given

8 to such term by section 3231(e).

9 "(f) COORDINATION WITH SECTION 6413(c).—For

10 purposes of subsection (c) of section 6413, in deter-mining the

11 amount of the tax imposed by section 3101 or 3201, any

12 credit allowed by this section shall be taken into account. ".

13 (2) CLERICAL AMENDMENT.—The table of sec-

14 tions for chapter 25 of such Code is amended by

15 adding at the end thereof the following new item:

"Sec. 3510. Credit for increased social security employee taxes and
railroad retirement tier 1 employee taxes imposed
during 1984. ".

16 (3) EFFECTIVE DATE.—The amendments made

17 by this subsection shall apply to remuneration paid

18 during 1984.

19 (4) DEPOSITS IN SOCIAL SECURITY TRUST

20 FUNDS.—For purposes of subsection (Ii) of section 218

21 of the Social Security Act (relating to deposits in

22 social security trust funds of amounts received under

23 section 218 agreements), amounts allowed as a credit

24 pursuant to subsection (d) of section 3510 of the Inter-
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1 nal Revenue Code of 1954 (relating to credit for remu-

2 neration paid during 1984 which is covered under an

3 agreement under section 218 of the Social Security

4 Act) shall be treated as amounts received under such

5 an agreement.

6 (5) DEPOSITS IN. RAILROAD RETIREMENT AC-

7 COUNT.—For purposes of subsection (a) of section 15

8 of the Railroad Retirement Act of 1974, amounts al-

9 lowed as a credit under subsection (e) of section 3510

10 of the Internal Revenue Code of 1954 shall be treated

11 as amounts covered into the Treasury under subsection

12 (a) of section 3201 of such Code.

13 (6) STATEMENTS FURNISHED TO EMPLOY-

14 EES.—Any written statement which is required to be

15 furnished to qn employee, under section 6051 (a) with

16 respect to remuneration paid during 1984 shall in-

17 dude—

18 (A) the total amount which would have been

19 deducted and withheld as a tax under section

20 3101 if the credit allowable under section 3510

21 had not been taken into account, and

22 (B) the amount of the credit allowable under

23 section 3510.
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1 SEC. 133. TAXES ON SELF-EMPLOYMENT INCOME; CREDIT

2 A GA INST SUCH TAXES.

3 (a) iNCREASE IN RATES.—Subsectjons (a) and (b) of

4 section 1401 of the Internal Revenue Code of 1954 (relating

5 to rates of tax on self-employment income) are amended to

6 read as follows:

7 "(a) OLD-AGE, SuRvIvoRs, AND DISABILITY INSUR-

8 ANCE. —In addition to other taxes, there shall be imposed for

9 each taxable year, on the self-employment income of every

10 individual, a tax equal to the following percent of the amount

11 of the self-employment income for such taxable year:

"In the case of a taxable year

Beginning after: And before: Percent
December 31, 1983 January 1, 1988 11.40
December 31, 1987 January 1, 1990 12.12
December 31, 1989 12.40

12 "(b) HOSPITAL INS URANCE.—In addition to the tax

13 imposed by the preceding subsection, there shall be imposed

14 for each taxable year, on the self-employment income of every

15 individual, a tax equal to the following percent of the amount

16 of the self-employment income for such taxable year:

"In the case of a taxable year

Beginning after: And before: Percent
December 31, 1983 January 1, 1985 2.60
December 31, 1984 January 1, 1986 2.70
December 31, 1985 2.90.
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1 (h) CREDIT AGAINST SELF-EMPLOYMENT TAXES.—

2 Section 1401 of such Code is amended by redesignating sub-

3 section (c) as subsection (d) and by inserting after subsection

4 (h) the following new subsection:

5 "(c) CREDIT AGAINST TAXES iMPOSED BY THIS

6 SECTIoN.—

7 "(1) iN GENERAL.—There shall be allowed as a

8 credit against the taxes imposed by this section for any

9 taxable year an amount equal to the applicable percent-

10 age of the self-employment income of the individual for

11 such taxable year.

12 "(2) APPLICABLE pERCENTAGE.—For purposes

13 of paragraph (1), the applicable percentage shall be de-

14 terrnined in accordance with the following table:

"In the case of taxable The applicable

years beginning in. percentage is:

1984 2.9

1985 2.5

1986 2.2

198Z 1988, or 1989 2.1

1990 or thereafter 2.3. "

15 (c) EFFECTIVE DATE.—The amendments made by this

16 section shall apply to taxable years beginning after December

17 31, 1983.

18 PART D—MISCELLANEOUS FINANCING PROVISIONS

19 ALLOCATIONS TO DISABILITY INSURANCE TRUST FUND

20 SEC. 141. (a) Section 201 (b) (1) of the Social Security

21 Act is amended by striking out clauses (K) through (M) and

22 inserting in lieu thereof the following: "(K) 1.65 per centum of
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1 the wages (as so defined) paid after December 31, 1981, and

2 before January 1, 1984, and so reported, (L) 1 per centum of

3 the wages (as so defined) paid after December 31, 1983, and

4 before January 1, 1988, and so reported, (M) 1.06 per

5 centum of the wages (as so defined) paid after December 31,

6 1987, and before January 1, 1990, and so reported, (N) 1.20

7 per centurn of the wages (as so defined) paid after December

8 31, 1989, and before January 1, 2000, and (M) 1.30 per

9 centum of the wages (as so defined) paid after December 31,

10 1999, and so reported, ".

11 (b) Section 201(b)(2) of such Act is amended by striking

12 out clauses (K) through (M) and inserting in lieu thereof the

13 following: "(K) 1.2375 per centum of the amount of self-

14 employment income (as so defined) so reported for any taxable

15 year beginning after December31, 1981, and before January 1,

16 1984, (L) 1 per centum of the amount of self-employment

17 income (as so defined) so reported for any taxable year
18 beginning after December 31, 1983, and before January 1,
19 1988, (M) 1.06 per centum of the amount of self-employment

20 income (as so defined) so reported for any taxable year

21 beginning after December 31, 1987, and before January 1,

22 1990, (N) 1.20 per centum of the self-employment income (as

23 ào defined) so reported for any taxable year beginning after

24 December 31, 1989, and before January 1, 2000, and (M)

25 1.30 per centum of the amount of self-employment income (as
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1 so defined) so reported for any taxable year beginning after

2 December 31, 1999, ".

3 INTERFUND BORROWING EXTENSION

4 SEc. 142. (a)(1) Section 201 (1) (1) of the Social Secu-

5 rity Act is amended—

6 (A) by striking out "January 1983" and insert-

7 ing in lieu thereof "January 1988"; and

8 (B) by inserting after "or" the second place it ap-

9 pears ", subject to paragraph (5), ".

10 (2) (A) Section 201 (1) (2) of such Act is amended—

11 (i) by striking out "from time to time" and insert-

12 ing in lieu thereof "on the last day of each month after

13 such loan is made";

14 (ii) by striking out "interest" and inserting in

15 lieu thereof "the total interest accrued to such day ";

16 and

17 (iii) by striking out "the loan were an investment

18 under subsection (d)" and inserting in lieu thereof

19 "such amount had remained in the Depositary Account

20 established with respect to such lending Trust Fund

21 under subsection (d) or section 1817(c) ".

22 (B) The amendment made by this paragraph shall

23 apply with respect to months beginning more than thirty days

24 after the date of enactment of this Act.

25 (3) Section 201 (1) (3) of such Act is amended—
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1 (A) by inserting "(A)" after the paragraph desig-

2 nation, and

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

4 new subparagraphs:

5 "(B)(i) if on the last day of any year after a loan has

6 been made under paragraph (1) by the Federal Hospital in-

7 surance Trust Fund to the Federal Old Age and Survivors

8 Trust Fund or the Federal Disability insurance Trust

9 Fund, the Managing Trustee determines that the OASD1

10 trust fund ratio exceeds 15 percent, he shall transfer from the

11 borrowing Trust Fund to the Federal Hospital insurance

12 Trust Fund an amount that—

13 "(i) together with any amounts transferred from

14 another borrowing Trust Fund under this paragraph

15 for such year, will reduce the OA SDi trust fund ratio

16 to 15 percent, and

17 "(ii) does not exceed the outstanding balance of

18 such loan.

19 "(ii) Amounts required to be transferred under clause

20 (i) shall be transferred on the last day of the first month of

21 the year succeeding the year in which the determination de-

22 scribed in clause (i) is made.

23 "(iii) For purposes of this subparagraph, the term

24 'OA SDi trust fund ratio' means, with respect to any calen-

25 dar year, the ratio of—
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1 "(1) the combined balance in the Federal Old Age

2 and Survivors insurance Trust Fund and the Federal

3 Disability insurance Trust Fund, reduced by the out-

4 standing amount of any loan (including interest there-

5 on) theretofore made to either such Fund from the Fed-

6 eral Hospital insurance Trust Fund, as of the last day

7 of such calendar year, to

8 "(Ii) the amount estimated by the Secretary to be

9 the total amount to be paid from the Federal Old Age

10 and Survivors insurance Trust Fund and the Federal

11 Disability insurance Trust Fund during the calendar

12 year following such calendar year for all purposes au-

13 thorized by section 201 (other than payments of inter-

14 est on, and repayments of, loans from the Federal Hos-

15 pital Insurance Trust Fund under paragraph (1)), but

16 excluding any transfer payments between such trust

17 funds and reducing the amount of any transfer to the

18 Railroad Retirement Account by the amount of any

19 transfers into either such trust fund from that Account.

20 "('C)(i) The full amount of all loans made under para-

21 graph (1) (whether made before or after January 1, 1983)

22 shall be repaid at the earliest feasible date and in any event

23 no later than December 31, 1989.

24 "(ii) For the period after December 31, 1987, and

25 before January 1, 1990, the Managing Trustee shall transfer
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1 each month to the Federal Hospital insurance Trust Fund

2 from any Trust Fund with any amount outstanding on a

3 loan made from the Federal Hospital insurance Trust Fund

4 under paragraph (1) an amount equal to one twenty-fourth of

5 the amount owed to the Federal Hospital insurance Trust

6 Fund by such Trust Fund at the beginning of such period

7 (plus the interest accrued on the outstanding balance of such

8 loan during such month). ".

9 (4) Section 201(l) of such Act is further amended by

10 adding at the end thereof the following new paragraph:

11 "(5,)(A) No amounts may be borrowed from the Federal

12 Hospital insurance Trust Fund under paragraph (1) during

13 any month if the Hospital insurance Trust Fund ratio for

14 such month is less than 10 percent.

15 "(B) For purposes of this paragraph, the term 'Hospital

16 insurance trust fund ratio' means, with respect to any
17 month, the ratio of—

18 "(i) the balance in the Federal Hospital insur-
19 ance Trust Fund, reduced by the outstanding amount

20 of any loan (including interest thereon) theretofore

21 made to such Trust Fund under this subsection, as of
22 the last day of the second month preceding such month,

23 to

24 "(ii) the amount obtained by multiplying by
25 twelve the total amount which (as estimated by the
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1 Secretary) will be paid from the Federal Hospital In-

2 surance Trust Fund during the month for which such

3 ratio is to be determined (other than payments of inter-

4 est on, or repayments of loans from another Trust

5 Fund under this subsection), and reducing the amount

6 of any transfers to the Railroad Retirement Account by

7 the amount of any transfer into the Hospital Insurance

8 Trust Fund from that Account. ".

9 (b,)(1) Section 1817(j) (1) of such Act is amended—

10 (A) by striking out "January 1983" and insert-

11 ing in lieu thereof "January 1988"; and

12 (B) by inserting ", subject to paragraph (5),"

13 after "may".

14 (2)(A) Section 1817(j) (2) of such Act is amended—

15 (i) by striking out "from time to time" and insert-

16 ing in lieu thereof "on the last day of each month after

17 such loan is made ";

18 (ii) by striking out "interest" and inserting in

19 lieu thereof "the total interest accrued to such day";

20 and

21 (iii) by striking out "the loan were an investment

22 under subsection (c)" and inserting in lieu thereof

23 "such amount had remained in the Depositary Account

24 established with respect to such lending Trust Fund

25 under section 201(d)".
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BUDGET ACT WAIVER
Mr. BAKER. I ask that the Chair

lay before the Senate S. Res. 91, a
budget waiver with respect to consid-
eration of S. 1.

The PRESIDING OFFICER. The
clerk will state it.

The assistant legislative clerk read
as follows:

A Senate resolution (S. Res. 91) waiving
section 303(a) of the Congressional Budget
Act of 1974 with respect to the considera-
tion of 5. 1.

The Senate proceeded to consider
the resolution.

The PRESIDING OFFICER. The
question is on agreeing to the budget
resolution waiver.

The resolution (S. Res. 91) was
agreed to as follows:

S. Rs. 91
Rc8olved, That pursuant to section 303(c)

of the Congressional Budget Act of 1974,
the provisions of section 303(a) of such Act
are waived with respect to the consideration
of S. 1, an Act to implement the consensus
recommendations of the National Cornmis-
sion on Social Security Reform and with re-
spect to the consideration of H.R. 1900,
dealing with the same subject matter. Such
waiver is necessary because the recommen-
dations of the National Commission on
Social Security Reform require prompt
action in order to ensure the stability of the
social security system.

SOCIAL SECURITY ACT
AMENDMENTS OF 1983

Mr. BAKER. Mr. President, I move
that the Senate proceed to the consid-
eration of H.R. 1900, the social secu-
rity measure.

The PRESIDING OFFICER. The
bill will be stated.

The assistant legislative clerk read
as follows:

A bill (H.R. 1900) to assure the solvency of
the Social Security Trust Funds, to reform
the medicare reimbursement of hospitals, to
extend the Federal supplemental compensa-
tion program, and for other purposes.

The PRESIDING OFFICER. The
question is on agreeing to the motion.

The motion was agreed to.
Mr. BAKER. Mr. President, I move

to reconsider the vote by which the
motion was agreed to.

Mr. DOLE. I mOve to lay that
motion on the table.

The motion to lay on the table was
agreed to.

The Senate proceeded to consider
the bill.

Mr. BAKER. Mr. President, as I un-
derstand the situation, the situation is
this: It appears to me we are not going
to be able to negotiate a compromise
settlement of the jobs bill dilemma
today. I regret that. I must say that all
of the parties to this matter have
given their best efforts and have done
so conscientiously. I commend them
all for it. Senator KASTEN and Senator
DOLE have tried and tried repeatedly
to reconcile the differences in their
point of view on this matter without
success. Finally, we have arrived at the
place where we have to move on.

This in no way signals that we are
not going to pass a Jobs bill. We are
going to pass a Jobs bill if it s human-
ly possible for that to be done. But
there is a cloture motion filed against
further debate on the jobs bill that
will not mature until Friday. In my
judgment, there was simply no reason
for us to sit here In quorum calls and
what appeared to be endless efforts to
negotiate a settlement on this matter
until Friday. I think we can make good
use of the time between now and
Friday, 1 hour after we convene, by
considering aspects of the social secu-
rity bill and perhaps even passing it. I
hope we can pass it.

On Friday, the cloture motion on
the jobs bill will occur as the pending
business. If cloture is invoked, we shall
be back on the Jobs bill, whether we
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finish social security or not. I hope we
have finished social security 2nd we
can continue then with the jobs bill in
an orderly way.

The Senate should be on notice, Mr.
President, of the strong possibility of a
Saturday session.

Mr. President, I yield the floor.
Mr. DOLE. Mr. President, I suggest

the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The assistant legislative clerk pro-

ceeded to call the roll.
Mr DOLE. Mr. President, I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. BYRD addressed the Chair.
The PRESIDING OFFICER. The

Senator from West Virginia.
Mr. BYRD. On behalf of Mr. MOYNI-

HAN, I make the following unanimous-
consent request: I ask upanlmous con-
sent that floor privileges be granted
during the disposition of the pending
social security measure to Dr. John
Hambor, Director of. the Division of
Economic Research In Office of Re-
search & Statistics, Social Security,
Administration. He is serving as a leg-
islative fellow In the office of Senator
M0YNTHAN at this time. It is a bit of an
unusual request, but I hope the
Senate will grant it. *

The PRESIDING OFFICER. Is
there objection?

The Chair hears none, and it is so
ordered.

Mr. BYRD. I thank the Senator
from Kanasas.

Mr. MOYNIHAN. Mr. President,
may I express my appreciation to the
minority leader for his courtesy In this
matter and to the Senate. Dr. Hambor
is a respected authority on the issues
of fact that will come before the
Senate.

Mr BYRD. I thank the Senator.
Mr. DOLE. Mr. President, I suggest

the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The assistant legislative clerk pro-

ceeded to call the roll.
Mr. LEVIN. Mr. President, I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.
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1 (B) The amendment made by this paragraph shall

2 apply with respect to months beginning more than 30 days

3 after the date of enactment of this Act.

4 (3) Section 1817(j) (3) of such Act is amended—

5 (A) by inserting "(A)" after the paragraph desig-

6 nation; and

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

8 new subparagraphs:

9 "(B)(i) If on the last day of any year after a loan has

10 been made under paragraph (1) by the Federal Old Age and

11 Survivors Insurance Trust Fund or the Federal Disability

12 Insurance Trust Fund to the Federal Hospital Insurance

13 Trust Fund, the Managing Trustee determines that the Hos-

14 pital Insurance Trust Fund ratio exceeds 15 percent, he

15 shall transfer from such Trust Fund to the lending trust fund

16 an amount that—

17 "(1) together with any amounts transferred to an-
18 other lending trust fund under this paragraph for such
19 year, will reduce Hospital Insurance Trust Fund ratio
20 to 15 percent; and

21 "(II) does not exceed the outstanding balance of
22 such loan.

23 "(ii) Amounts required to be transferred under clause

24 (i) shall be transferred on the last day of the first month of
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1 the year succeeding the year in which the determination de-

2 scribed in clause (i) is made.

3 "(iii) For purposes of this subparagraph, the term 'Hos-

4 pital Insurance Trust Fund ratio' means, with respect to any

5 calendar year, the ratio of—

6 "(1) the balance in the Federal Hospital Insur-

7 ance Trust Fund, reduced by the amount of any out-

8 standing loan (including interest thereon) from the

9 Federal Old Age and Survivors Insurance Trust Fund

10 and the Federal Disability Insurance Trust Fund, as

11 of the last day of such calendar year; to

12 "(II) the amount estimated by the Secretary to be

13 the total amount to be paid from the Federal Hospital

14 Insurance Trust Fund during the calendar year fol-

15 lowing such calendar year (other than payments of in-

16 terest on, and repayments of, loans from the Federal

17 Old Age and Survivors Insurance Trust Fund and the

18 Federal Disability Insurance Trust Fund under para-

19 graph (1)J, and reducing the amount of any transfer to

20 the Railroad Retirement Account by the amount of any

21 transfers into such Trust Fund from the Railroad Re-

22 tirement Account.

23 "(C)(i) The full amount of all loans made under para-

24 graph (1) (whether made before or after January 1, 1983)
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1 shall be repaid at the earliest feasible date and in any event

2 no later than December 31, 1989. ".

3 "(ii) For the period after December 31, 1987 and before

4 January 1, 1990, the Managing Trustee shall transfer each

5 month from the Federal Hospital Insurance Trust Fund to

6 any Trust Fund that is owed any amount by the Federal

7 Hospital Insurance Trust Fund on a loan made under para-

8 graph (1), an amount equal to 1/24 of the amount owed to

9 such Trust Fund by the Federal Hospital Insurance Trust

10 Fund at the beginning of such period (plus the interest ac-

11 crued on the outstanding balance of such loan during such

12 month).".

13 (4) Section 1817(j) of such Act is further amended by

14 adding at the end thereof the following new paragraph:

15 "('ô)(A) No amounts may be loaned by the Federal Old

16 Age and Survivors Insurance Trust Fund or the Federal

17 Disability Insurance Trust Fund under paragraph (1)

18 during any month if the OASDI trust fund ratio for such

19 mont/i is less than 10 percent.

20 "(B) For purposes of this paragraph, the term 'OA SDI

21 trust fund ratio' means, with respect to any month, the ratio

22 of—

23 "(i) the combined balance in the Federal Old Age

24 and Survivors Insurance Trust Fund and the Federal
25 Disability Insurance Trust Fund, reduced by the out-
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1 standing amount of any loan (including interest there-

2 on) theretofore made to either such Trust Fund from

3 the Federal Hospital Insurance Trust Fund under sec-

4 tion 201(1), as of the last day of the second month pre-

5 ceding such month, to

6 "(ii) the amount obtained by multiplying by

7 twelve the total amount which (as estimated by the

8 Secretary) will be paid from the Federal Old Age and

9 Survivors insurance Trust Fund and the Federal Dis-

10 ability insurance Trust Fund durinj the month for

11 which such ratio is to be determined for all purposes

12 authorized by section 201 (other than payments of in-

13 terest on, or repayments of, loans from the Federal

14 Hospital insurance Trust Fund under section 201(l)),

15 but excluding any transfer payments between such

16 trust funds and reducing the amount of any transfers

17 to the Railroad Retirement Account by the amount of

18 any transfers into either such trust fund from that Ac-

19 count. ".

20 CREDITING AMOUNTS OF UNNEGOTIATED CHECKS TO

21 TRUST FUNDS

22 SEc. 143. (a) The Secretary of the Treasury shall take

23 such actions as may be necessary to ensure that amounts of

24 checks for benefits under title II of the Social Security Act

25 which have not been presented for payment within a reason-
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1 able length of time (not to exceed twelve months) after issu-

2 ance are credited to the Federal Old-Age and StZrvivors In-

3 surance Trust Fund or the Federal Disability Insurance

4 Trust Fund, whichever may be the fund from which the check

5 was issued. Amounts of any such check shall be recharged to

6 the fund from which they were issued if payment is subse-

7 quently made on such check.

8 (bXl) The Secretary of the Treasury shall transfer from

9 the general fund of the Treasury to the Federal Old-Age and

10 Survivors Insurance Trust Fund and to the Federal Disabil-

11 ity Insurance Trust Fund, as appropriate, such sums as may

12 be necessary to reimburse such Trust Fund3 in the total

13 amounts of all currently unnegotiated benefit checks. After

14 the amounts appropriated by this subsection have been trans-

15 ferred to the Trust Funds, the provisions of subsection (a)

16 shall be applicable. There are hereby appropriated into such

17 Trust Funds such sums as may be necessary to reimburse

18 such Trust Funds for the amount of currently unnegotiated

19 benefit checks. The first such transfer shall be made within

20 thirty days after the date of the enactment of this Act with

21 respect to all such unnegotiated checks as of such date of
22 enactment.

23 (2) As used in paragraph (1), the term "currently unne-

24 gotiated benefit checks" means the checks issued under title

2 II of the Social Security Act prior to the date of the enact-
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1 ment of this Act, which remain unnegotiated after the twelfth

2 month following the date on which they were issued.

3 TRANSFER TO TRUST FUNDS FOR BENEFITS

4 ATTRIBUTABLE TO MILITARY SERVICE BEFORE 1957

5 SEC. 144. (a) Section 217(g) of the Social Security Act

6 is amended to read as follows:

7 "APPROPRIATION TO TRUST FUNDS

8 "(g)(1) Within thirty days after the date of the enact-

9 ment of the Social Security Amendments of 1983, the Secre-

10 tary shall determine the amount equal to the excess of—

11 "(A) the actuarial present value as of such date of

12 enactment of the past and future benefit payments from

13 the Federal Old-Age and Survivors insurance Trust

14 Fund, the Federal Disability insurance Trust Fund,

15 and the Federal Hospital Insurance Trust Fund under

16 this title and title XViii, together with associated ad-

17 ministrative costs, resulting from the operation of this

18 section (other than this subsection) and section 210 of

19 this Act as in effect before the enactment of the Social

20 Security Act Amendments of 1950, over

21 "(B) any amounts previously transferred from the

22 general fund of the Treasury to such Trust Funds pur-

23 suant to the provisions of this subsection as in effect

24 immediately before the date of the enactment of the

25 Social Security Amendments of 1983.
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1 Such actuarial present value shall be based on the relevant

2 actuarial assumptions set forth in the report of the Board of

3 Trustees of each such Trust Fund for 1983 under sections

4 201(c) and 181 7(Z). Within thirty days after the date of the

5 enactment of the Social Security Amendments of 1983, the

6 Secretary of the Treasury shall transfer the amount deter-

7 mined under this paragraph with respect to each such Trust

8 Fund to such Trust Fund from amounts in the general fund

9 of the Treasury not otherwise appropriated.

10 "(2) The Secretary shall revise the amount determined

11 under paragraph (1) with respect to each such Trust Fund in

12 1985 and each fifth year thereafter, as determined appropri-

13 ate by the Secretary from data which becomes available to

14 him after the date of the determination under paragraph (1)

15 on the basis of the amount of benefits and administrative

16 expenses actually paid from such Trust Fund under this title

17 or title XVJJJ and the relevant actuarial assumptions set

18 forth in the report of the Board of Trustees of such Trust

19 Fund for such year under section 20l(c) or 1817(b). Within

20 30 days after any such revision, the Secretary of the Treas-

21 ury, to the extent provided in advance in appropriation Acts,

22 shall transfer to such Trust Fund, from amounts in the gen-

23 eral fund of the Treasury not otherwise appropriated, or from

24 such Trust Fund to the general fund of the Treasury, such
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1 amounts as the Secretary of the Treasury determines neces-

2 sary to compensate for such revision. ".

3 PAYMENTS TO TRUST FUNDS OF AMOUNTS EQUIVALENT

4 TO TAXES ON SERVICE IN THE UNIFORMED SERV-

5 ICES PERFORMED AFTER 1956

6 SEC. 145. (a) Section 229(b) of the Social Security

7 Act is amended to read as follows:

8 "(b) There are authorized to be appropriated to each of

9 the Trust Funds, consisting of the Federal Old-Age and Sur-

10 vivors Insurance Trust, the Federal Disability Insurance

11 Trust Fund, and the Federal Hospital insurance Trust

12 Fund, for transfer on July 1 of each calendar year to such

13 Trust Fund from amounts in the general fund in the Treas-

14 ury not otherwise appropriated, an amount equal to the total

15 of the additional amounts which would be appropriated to

16 such Trust Fund for the fiscal year ending September 30 of

17 such calendar year under section 201 or 1817 of this Act if

18 the amounts of the additional wages deemed to have been paid

19 for such calendar year by reason of subsection (a) constituted

20 remuneration for employment (as defined in section 3121(b)

21 of the Internal Revenue Code of 1954) for purposes of the

22 taxes imposed by sections 3101 and 3111 of the Internal

23 Revenue Code of 1954. Amounts authorized to be appropri-

24 ated under this subsection for transfer on July 1 of each cal-

25 endar year shall be determined on the basi.9 of estimates of
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1 the Secretary of the wages deemed to be paid for such calen-

2 dar year under subsection (a); and proper adjustments shall

3 be made in amounts authorized to be appropriated for subse-

4 quent transfer to the extent prior estimates were in excess of

5 or were less than such wages so deemed to be paid. ".

6 (b) The amendment made by subsection (a) shall be ef-

7 fective with respect to wages deemed to have been paid for

8 calendar years after 1983.

9 (c)(1) Within thirty days after the date of the enactment

10 of this Act, the Secretary of Health and Human Services

11 shall determine the additional amounts which would have

12 been appropriated into the Federal Old-Age and Survivors

13 Insurance Trust Fund, the Federal Disability Insurance

14 Trust Fund, and the Federal Hospital Insurance Trust

15 Fund under sections 201 and 1817 of the Social Security

16 Act, if the additional wages deemed to have been paid under

17 section 229(a) of the Social Security Act prior to 1984 had

18 constituted remuneration for employment (as defined in sec-

19 tion 3121(b) of the Internal Revenue Code of 1954) for pur-

20 poses of the taxes imposed by sections 3101 and 3111 of the

21 Internal Revenue Code of 1954, and the amount of interest

22 which would have been earned on such amounts if they had

23 been so appropriated.

24 (2)(A) The Secretary of the Treasury shall, within

25 thirty days after the date of the enactment of this Act, trans-
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1 fer into each such Trust Fund, from the general fund in the

2 Treasury, an amount equal to the amount determined with

3 respect to such Trust Fund under paragraph (1), less any

4 amount appropriated into such Trust Fund under the provi-

5 sions of section 229(b) of the Social Security Act prior to the

6 date of the determination made under paragraph (1) with re-

7 spect to wages deemed to have been paid for calendar years

8 prior to 1984. There are hereby appropriated into such Trust

9 Funds sums equal to the amounts to be transferred in accord-

10 ance with this subparagraph into such Trust Funds.

11 (B) The Secretary shall revise the amount determined

12 under subparagraph (A) within one year after the date of the

13 transfer made under paragraph (1), as warranted by data

14 which may become available to him after the date of the

15 transfer under subparagraph (A) based upon actual benefits

16 paid under this title and title XVIII. Any amounts deter-

17 mined to be needed for transfer shall be transferred by the

18 Secretary of the Treasury into the appropriate Trust Fund

19 from the general fund in the Treasury, or out of the appropri-

20 ate Trust Fund into the general fund in the Treasury, as

21 may be appropriate. There are authorized to be appropriated

22 to such Trust Funds sums equal to the amounts to be trans-

23 ferred in accordance with this subparagraph into such Trust

24 Funds.
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1 TR US T FUND INVESTMENT PR OCED URE

2 SEC. 146. (a) Section 201 of the Social Security Act is

3 amended by striking out subsections (d), (e), and (f) and in-

4 serting in lieu thereof the following new subsections:

5 "(d) There are hereby created on the books of the Treas-

6 ury of the United States an account to be known as the Old-

7 Age and Survivors insurance Depositary Account and an

8 account to be known as the Disability insurance Depositary

9 Account.

10 "(e) The Managing Trustee shall deposit that portion of

11 the Federal Old-Age and Survivors insurance Trust Fund

12 not required to meet current withdrawals from such Trust

13 Fund in the Old-Age and Survivors insurance Depositary

14 Account and that portion of the Federal Disability insurance

15 Trust Fund not required to meet current withdrawals from

16 such Trust Fund in the Disability insurance Depositary Ac-

17 count.

18 "(f)(1) The Secretary of the Treasury may apply

19 moneys deposited in an account pursuant to subsection (e) in

20 any way in which he is authorized by law to apply moneys

21 in the general fund of the Treasury.

22 "(2)(A) Moneys deposited in an account pursuant to

23 subsection (e) shall be treated as indebtedness of the United

24 States for puiposes of section 1305(2) of title 31, United

25 States Code, and shall earn interest, payable monthly, in an
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1 amount equal to the product obtained by multiplying the

2 average balance of moneys in the account for such month by

3 the average market yield (computed by the Managing Trustee

4 on the basis of market quotations as of the end of each busi-

5 ness day of such month) on all marketable interest-bearing

6 obligations of the United States then forming a part of the

7 public debt which are not due or callable until after the expi-

8 ration of four years from the end of such month, except that

9 'flower bonds' shall not be included in such computation.

10 "(B) For purposes of this paragraph, the term 'flower

11 bond' means a United States Treasury bond which was

12 issued before March 4, 1971 and which may, at the option of

13 the duly constituted representatives of the estate of a deceased

14 individual, be redeemed at par (face) value, plus accrued in-

15 terest to the date of payment, if—

16 "(i) it was owned by such deceased individual at

17 the time of his death,

18 "(ii) it is part of the estate of such deceased mdi-

19 vidual, and

20 "(iii) such representatives authorize the Secretary

21 of the Treasury to apply the entire proceeds of the re-

22 demption of such bond to the payment of Federal estate

23 taxes.

24 "(3) The Managing Trustee may withdraw moneys de-

25 posited in an account pursuant to subsection (e) whenever he
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1 determines that such moneys are necessary to meet current

2 withdrawals from the Trust Fund which deposited such

3 moneys, and the Secretary of the Treasury may sell obliga-

4 tions of the United States in the market in an amount not to

5 exceed the amount of such withdrawal if he determines that

6 such withdrawal necessitates an increase in the general fund

7 of the Treasury by an amount not exceeding such amount. ".

8 (b) Section 1817 of such Act is amended by striking out

9 subsections (c), (d), and (e) and inserting in lieu thereof the

10 following new subsections:

11 "(c) There is hereby created on the books of the Treas-

12 ury of the United States an account to be known as the Hos-

13 pital Insurance Depositary Account.

14 "(d) The Managing Trustee shall deposit that portion of

15 the Federal Hospital Insurance Trust Fund not required to

16 meet current withdrawals from such Trust Fund in the Hos-

17 pital Insurance Depositary Account.

18 "(e)(1) The Secretary of the Treasury may apply

19 moneys deposited in the account pursuant to subsection (d) in

20 any way in which he is authorized by law to apply moneys

21 in the general fund of the Treasury.

22 "(2)(A) Moneys deposited in the account pursuant to

23 subsection (d) shall be treated as indebtedness of the United

24 States for purposes of section 1305(2) of title 31, United

25 States Code, and shall earn interest, payable monthly, in an
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1 amount equal to the product obtained by multiplying the

2 average balance of moneys in the account for 8UCh month by

3 the average market yield (computed by the Managing Trustee

4 on the basis of market quotations as of the end of each busi-

5 ness day of such month) on all marketable interest-bearing

6 obligations of the United States then forming a part of the

7 public debt which are not due or callable until after the expi-

8 ration of four years from the end of such month, except that

9 'flower bonds' shall not be included in such computation.

10 "(B) For purposes of this paragraph, the term 'flower

11 bond' means a United States Treasury bond which was

12 issued before March 4, 1971, and which may, at the option of

13 the duly constituted representatives of the estate of a deceased

14 individual, be redeemed at par (face) value, plu$ accrued in-

15 terest to the date of payment, if—

16 "(i) it was owned by such deceased individual at

17 the time of his death,

18 "(ii) it is part of the estate of such deceased mdi-

19 vidual, and

20 "(iii) such representatives authorize the Secretary

21 of the Treasury to apply the entire proceeds of the re-

22 demption of such bond to the payment of Federal estate

23 taxes.

24 "(3) The Managing Trustee may withdraw moneys de-

25 posited in the account pursuant to subsection (d) whenever he
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1 determines that such moneys are necessary to meet current

2 withdrawals from the Trust Fund, and the Secretary of the

3 Treasury may sell obligations of the United States in the

4 market in an amount not to exceed the amount of such with-

5 drawal if he determines that such withdrawal necessitates an

6 increase in the general fund of the Treasury by an amount

7 not exceeding such amount. ".

8 (c) Section 1841 of such Act is amended by striking out

9 subsections (c), (d), and (e) and inserting in lieu thereof the

10 following new subsections:

11 "(c) There is hereby established on the books of the

12 Treasury an account to be known as the Supplementary

13 Medical Insurance Depositary Account.

14 "(d) The Managing Trustee shall deposit that portion of

15 the Federal Supplementary Medical Insurance Trust Fund

16 not required to meet current withdrawals from such Trust

17 Fund in the Supplementary Medical Insurance Depositary

18 Account.

19 "(e)(1) The Secretary of the Treasury may apply
20 moneys deposited in the account pursuant to subsection (d) in

21 any way in which he is authorized by law to apply moneys

22 in the general fund of the Treasury.

23 "(2)(A) Moneys deposited in the account pursuant to

24 subsection (d) shall be treated as indebtedness of the United

25 States for purposes of section 1305(2) of title 31, United
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1 States Code, and shall earn interest, payable monthly, in an

2 amount equal to the product obtained by multiplying the

3 average balance of moneys in the account for such month by

4 the average market yield (computed by the Managing Trustee

5 on the basis of market quotations as of the end of each busi-

6 ness day of such month) on all marketable interest-bearing

7 obligations of the United States then forming a part of the

8 public debt which are not due or callable until after the expi-

9 ration of four years from the end of such month, except that

10 'flower bonds' shall not be included in such computation.

11 "(B) For purposes of this paragraph, the term 'flower

12 bond' means a United States Treasury bond which was

13 issued before March 4, 1971, and which may, at the option of

14 the duly constituted representatives of the estate of a deceased

15 individual, be redeemed at par (face) value, plus accrued in-

16 terest to the date of payment, if—

17 "(i) it was owned by such deceased individual at

18 the time of his death,

19 "(ii) it is part of the estate of such deceased mdi-

20 vidual, and

21 "(iii) such representatives authorize the Secretary

22 of the Treasury to apply the entire proceeds of the re-

23 demption of such bond to the payment of Federal estate

24 taxes.
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1 "(3) The Managing Trustee may withdraw moneys de-

2 posited in the account pursuant to subsection (d) whenever he

3 determines that such moneys are necessary to meet current

4 withdrawals from the Trust Fund, and the Secretary of the

5 Treasury may sell obligations of the United States in the

6 market in an amount not to exceed the amount of such with-

7 drawal if he determines that such withdrawal necessitates an

8 increase in the general fund of the Treasury by an amount

9 not exceeding such amount. ".

10 (d) (1) No later than the date on which this section takes

11 effect, the Secretary of the Treasury shall redeem at par all

12 outstanding obligations of the United States issued under the

13 Second Liberty Bond Act exclusively for purchase by the

14 Federal Old-Age Insurance Trust Fund, the Federal Dis-

15 ability Insurance Trust Fund, the Federal Hospital Insur-

16 ance Trust Fund, and the Federal Supplementary Medical

17 Insurance Trust Fund (hereinafter in this subsection re-

18 ferred to as the "Trust Funds '9.

19 (2)(A) The Managing Trustee may sell any marketable

20 obligation of the United States held by the Trust Funds at

21 market price at any time and shall sell (or redeem) all

22 "flower bonds" held by the Trust Funds on the date of enact-

23 ment of this section at market price no later than the date on

24 which this section takes effect.
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1 (B) For purposes of this paragraph, the term "flower

2 bond" means a United States Treasury bond which was

3 issued before March 4, 1971, and which may, at the option of

4 the duly constituted representatives of the estate of a deceased

5 individual, be redeemed at par (face) value, plus accrued in-

6 terest to the date of payment, if—

7 (i) it was owned by such deceased individual at

8 the time of his death,

9 (ii) it is part of the estate of such deceased mdi-

10 vidual, and

11 (iii) such representatives authorize the Secretary

12 of the Treasury to apply the entire proceeds of the re-

13 demption of such bond to the payment of Federal estate

14 taxes.

15 (3) The proceeds from the redemption and sale of obliga-

16 tions of the United States pursuant to paragraphs (1) and

17 (2) shall be paid to the Trust Fund selling or redeeming such

18 obligations and that portion of such proceeds which is not

19 required to meet current withdrawals from such Trust Fund

20 shall be deposited in the account established with respect to

21 such Trust Fund by subsection (a), (b), or (c) of this Act.

22 (e) The amendments made by this section shall take

23 effect on the first day of the first month beginning more than

24 30 days after the date of enactment of this Act.
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1 ADDiTiON OF PUBLiC MEMBERS TO TRUST FUND BOARDS

2 OF TRUSTEES

3 SEC. 147. (a) Sections 201(c), 1817(b), and 1841(b) of

4 the Social Security Act are each amended—

5 (1) by striking out the period at the end of the

6 first sentence and inserting in lieu thereof a comma

7 and "and of two members of the public (both of whom

8 may not be from the same political party), who shall be

9 nominated by the President for a term of four years

10 and subject to confirmation by the Senate; and

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

12 sentence: "A member of the public serving on the

13 Board of Trustees shall not be considered to be a fidu-

14 ciary and shall not be personally liable for actions

15 taken in such capacity with respect to the Trust

16 Funds.".

17 (b) The amendments made by subsection (a) shall

18 become effective on the date of enactment of this Act.

19 PAYMENT SCHEDULE BY STATE AND LOCAL

20 GOVERNMENTS

21 SEC. 148. (a) Section 218(e) (1) (A) of the Social Secu-

22 rity Act is amended by striking out "within the thirty-day

23 period immediately following the last day of each calendar

24 month" and inserting in lieu thereof "in accordance with the

25 same payment schedule as applies to payment by employers
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1 of the taxes imposed under sections 3101 and 3111 of the

2 Internal Revenue Code of 1954".

3 (b) The amendment made by subsection (a) shall be ef-

4 fective with respect to payments due on or after January 1,

5 1984.

6 NORMALIZED CREDITING OF SOCIAL SECURITY TAXES TO

7 TRUST FUNDS

8 SEC. 149. (a) Section 201(a) of the Social Security

9 Act is amended by striking out "The amounts appropriated"

10 in the last sentence and inserting in lieu thereof "Except as

11 provided in subsection (m), the amounts appropriated".

12 (b) Section 201 of such Act is further amended by

13 adding at the end thereof the following new subsection:

14 "(m)(1) The procedures in effect on January 1, 1983,

15 with respect to the transfer of the amounts appropriated by

16 clauses (3) and (4) of subsection (a) and the amounts appro-

17 priated by clauses (1) and (2) of subsection (b) shall apply to

18 a calendar month unless the Secretary makes a finding

19 under this paragraph that the OASDI trust fund ratio as of

20 the first day of such calendar month is less than 12 percent.

21 "(2) If the Secretary makes the finding described in

22 paragraph (1) with respect to a calendar month, the amounts

23 appropriated by clauses (3) and (4) shall be transferred on

24 the first day of such calendar month from the general fund of

25 the Treasury to the Federal Old-Age and Survivors Insur-
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1 ance Trust Fund, and the amounts appropriated by clauses

2 (1) and (2) of subsection (h) shall be transferred on the first

3 day of such calendar month from the general fund of the

4 Treasury to the Federal Disability Insurance Trust Fund,

5 such amounts to be determined on the basis of estimates by

6 the Secretary of the Treasury of the taxes, specified in

7 clauses (3) and (4) of subsection (a), to be paid to or deposit-

8 ed into the Treasury during such calendar month.

9 "(3) Proper adjustments shall be made in amounts sub-

10 sequently transferred to the extent prior estimates were in

11 excess of or were less than the taxes specified in clauses (3)

12 and (4) of subsection (a).

13 "(4) All amounts transferred to either Trust Fund
14 under paragraph (2) shall be treated by the Managing

15 Trustee in the same manner and to the same extent as the

16 other assets of such Trust Fund; and such Trust Fund shall

17 pay interest to the general fund on the amount so transferred

18 at a rate (calculated on a daily basis, and applied against the

19 difference between the amount so transferred on such first

20 day and the amount which would have been transferred to the

21 Trust Fund up to that day under the procedures in effect on

22 January 1, 1983) equal to the average 91-day Treasury bill

23 rate during such month (payable on the last day of such
24 month).
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1 "(5) For purposes of this subsection, the term 'OA SDI

2 trust fund ratio' means, with respect to any month, the ratio

3 of—

4 "(A) the combined balance in the Federal Old-

5 Age and Survivors Insurance Trust Fund and the

6 Federal Disability Insurance Trust Fund, reduced by

7 the outstanding amount of any loan (including interest

8 thereon) theretofore made to either such Trust Fund

9 from the Federal Hospital Insurance Trust Fund

10 under subsection (1), and determined without regard to

11 amounts transferred theretofore under this subsection,

12 as of the last day of the second month preceding such

13 month, to

14 "(B) the amount obtained by multiplying by

15 twelve the total amount which (as estimated by the

16 Secretary) will be paid from the Federal Old-Age and

17 Survivors Insurance Trust Fund and the Federal Dis-

18 ability Insurance Trust Fund during the month for

19 which such ratio is to be determined for all purposes

20 authorized by section 201 (other than payments of in-

21 terest on, or repayments of, loans from the Federal

22 Hospital Insurance Trust Fund under subsection (1)),

23 but excluding any transfer payments between such

24 trust funds and reducing the amount of any transfers

25 to the Railroad Retirement Account by the amount of
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1 any transfers into either such trust fund from that Ac-

2 count. ".

3 (c) The amendments made by this section shall apply to

4 calendar months beginning after the date of enactment of this

5 section and before January 1, 1988.

6 AMOUNTS RECEIVED UNDER CERTAIN DEFERRED COM-

7 PENSATION AND SALARY REDUCTION ARRANGE-

8 MENTS TREATED AS WAGES FOR FICA TAXES

9 SEC. 150. (a)(1) Section 3121 of the Internal Revenue

10 Code of 1954 (relating to definitions) is amended by adding

11 at the end thereof the following new subsection:

12 "(v) TREATMENT OF CERTAIN DEFERRED COMPEN-

13 SATION AND SALARY REDUCTION ARRANGEMENTS.—

14 "(1) CERTAIN EMPLOYER CONTRIBUTIONS

15 TREATED AS WAGES.—Nothing in any paragraph of

16 subsection (a) (other than paragraph (1)) shall exclude

17 from the term 'wages' any employer contribution—

18 "(A) under a qualified cash or deferred ar-

19 rangement (as defined in section 401(k)) to the

20 extent not included in gross income by reason of

21 section 402 (a) (8), or

22 "(B) under a cafeteria plan (as defined in

23 section 125(d)) which includes an arrangement

24 described in subparagraph (A) to the extent the

25 employee had the right to choose cash, property, or
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1 other benefits which would be wages for purposes

2 of this chapter.

3 "(2) GovERNMENTAL PLANS.—For purposes of

4 subsection (a)—

5 "(A) IN GENERAL.—EXcept as providedin

6 subparagraph (B), the term 'wages' shall not in-

7 dude any payment to or from a Governmental

8 plan (within the meaning of section 414(d)).

9 "(B) EXCEPTIONS.—The term 'wages' shall

10 include any amount—

11 "(i) deferred under a plan described in

12 section 457(a) (at the time the services which

13 relate to such payment were performed),

14 "(ii) deferred under a plan described in

15 subsection (e) (1), (e) (2) (D), or (e) (2) (B) of

16 section 457, or

17 "(iii) which is treated as wages under

18 subsection (a)(5)(B) by reason of a salary

19 reduction agreement. ".

20 (2) Paragraph (5) of section 3121(a) of such Code (de-

21 fining wages) is amended—

22 (A) by striking out "or" at the end of subpara-

23 graph (C),
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1 (B) by striking out the semicolon at the end of

2 subparagraph (D) and inserting in lieu thereof a

3 comma and "or", and

4 (C) by adding at the end thereof the following

5 new subparagraph:

6 "('E) under an annuity contract described in sec-

7 tion 403(b), other than a payment for the purchase of

8 such contract which is made by reason of a salary re-

9 duction agreement;".

10 (3) Subsection (a) of section 3121 of such Code (defin-

11 ing wages) is amended—

12 (A) in paragraph (2), by striking out subpara-

13 graph (A) and redesignating subparagraphs (B), (C),

14 and (D) as subparagraphs (A), (B), and (C), respec-

15 tively,

16 (B) by striking out paragraphs (3) and (9),

17 (C) in paragraph (13)(A)—

18 (i) by inserting "or" after "death, ", and

19 (ii) by striking out "or (iii) retirement after

20 attaining an age specified in the plan referred to

21 in subparagraph (B) or in a pension plan of the
22 employer, ", and

23 (D) by striking out "subparagraph (B)" in the
24 last sentence thereof and inserting in lieu thereof "sub-

25 paragraph (A)".
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1 (b)(1) Section 3306 of the Internal Revenue Code of

2 1954 (relating to definitions) is amended by adding at the

3 end thereof the following new subsection:

4 "(r) TREATMENT OF CERTAIN DEFERRED COMPEN-

5 SATION AND SALARY REDUCTION ARRANGEMENTS.—

6 "(1) CERTAIN EMPLOYER CONTRIBUTIONS

7 TREATED AS wAGES.—Nothing in any paragraph of

8 subsection (b) (other than paragraph (1)) shall exclude

9 from the term 'wages' any employer contribution—

10 "(A) under a qualified cash or deferred ar-

11 rangement (as defined in section 401(k)) to the

12 extent not included in gross income by reason of

13 section 402 (a) (8), or

14 "(B) under a cafeteria plan (as defined in

15 section 125(d)) which includes an arrangement

16 described in subparagraph (A) to the extent the

17 employee had the right to choose cash, property, or

18 other benefits which would be wages for purposes

19 of this chapter.

20 "(2) GOVERNMENTAL PLANS.—FOr purposes of

21 subsection (h)—

22 "(A) IN GENERAL.—ExcePt asprovided in

23 subparagraph (B), the term 'wages' shall not in-

24 dude any payment to or from a governmental

25 plan (within the meaning of section 414(d)).
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1 "(B) EXCEPTIONS.—The term 'wages' shall

2 include any amount—

3 "(i) deferred under a plan described in

4 section 457(a) (at the time the services which

5 relate to such payment were performed),

6 "(ii) deferred under a plan described in

7 subsection (e) (1), (e) (2) (D), or (e) (2) (B) of

8 section 457, or

9 "(iii) which is treated as wages under

10 subsection (bXS)(E) by reason of a salary
11 reduction agreement. ".

12 (2) Paragraph (5) of section 3306(b) of such Code (de-

13 fining wages) is amended—

14 (A) by striking out "or" at the end of subpara-

15 graph (C),

16 (B) by striking out the semicolon at the end of
17 subparagraph (D) and inserting in lieu thereof a
18 comma and "or", and

19 (C) by adding at the end thereof the following

20 new subparagraph:

21 "(E) under an annuity contract described in sec-

22 tion 403(b), other than a payment for the purchase of

23 such contract which is made by reason of a salary re-

24 duction agreement; ".
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1 (3) Subsection (h) of section 3306 of such Code (defin-

2 ing wages) is amended—

3 (A) in paragraph (2), by striking out subpara-

4 graph (A) and redesignating subparagraphs (B), (C),

5 and (D) as subparagraphs (A), (B), and (C), respec-

6 tively,

7 (B) by striking out paragraphs (3) and (8), and

8 (C) in paragraph (10)(A)—

9 (i) by inserting "or" after "death, ' and

10 (ii) by striking out "or (iii) retirement after

11 attaining an age specified in the plan referred to

12 in subparagraph (B) or in a pension plan of the

13 employer,".

14 (4)(A) Subparagraph (A) of section 3306(b) (2) of such

15 Code, as redesignated by paragraph (3)(A), is amended to

16 read as follows:

17 "(A) sickness or accident disability (but, in

18 the case of payments made to an employee or any of

19 his dependents, this subparagraph shall exclude

20 from the term 'wages' only payments which are

21 received under a workman 's compensation law),

22 or".

23 (B) Subsection (b) of section 3306 of such Code (defin-

24 ing wages) is amended by adding at the end thereof the fol-

25 lowing new flush sentence:
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1 "Except as otherwise provided in regulations prescribed by

2 the Secretary, any third party which makes a payment in-

3 cluded in wages solely by reason of the parenthetical matter

4 contained in subparagraph (A) of paragraph (2) shall be

5 treated for purposes of this chapter and chapter 22 as the

6 employer with respect to such wages. ".

7 (C) Rules similar to the rules of subsections (d) and (e)

8 of section 3 of the Act entitled "An Act to amend the Omni-

9 bus Reconciliation Act of 1981 to restore minimum benefits

10 under the Social Security A ct" (Public Law 97-123), ap-

11 proved December 29, 1981, shall apply in the administration

12 of section 3306(b) (2) (A) of such Code (as amended by sub-

13 paragraph (A)).

14 (c)(1) Section 209 of the Social Security Act is amend-

15 ed by adding at the end thereof (as amended by this Act) the

16 following new paragraphs:

17 "Nothing in any of the foregoing provisions of this sec-

18 tion (other than subsection (a)) shall exclude from the term

19 'wages' any employer contribution—

20 "(1) under a qualified cash or deferred arrange-

21 ment (as defined in section 401 (Ic)) to the extent not

22 included in gross income by reason of section

23 402 (a) (8), or

24 "(2) under a cafeteria plan (as defined in section

25 125(d)) which includes an arrangement described in
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1 paragraph (1) to the extent the employee had the right

2 to choose cash, property, or other benefits which would

3 be wages for purposes of this chapter.

4 "For purposes of this section—

5 "(1) the term 'wages' shall not include any pay-

6 ment to or from a governmental plan (within the

7 meaning of section 414(d) of the Internal Revenue

8 Code of 1954); except that

9 "(2) the term 'wages' shall include any amount—

10 "(A) deferred under a plan described in sec-

11 tion 457(a) of such Code (at the time the services

12 which relate to such payment were performed),

13 "(B) deferred under a plan described in sub-

14 section (e)(1), (e)(2)(D), or (e)(2)(E) of section

15 457 of such Code, or

16 "(C) which is treated as wages under subsec-

17 tion (e)(5) by reason of a salary reduction agree-

18 ment. ".

19 (2) Subsection (e) of section 209 of such Act is amended

20 by adding before the semicolon at the end thereof the follow-

21 ing: ", or (5) under an annuity contract described in section

22 403(b) of the Internal Revenue Code of 1954, other than a

23 payment for the purchase of such contract which is made by

24 reason of a salary reduction agreement; ".

25 (3) Section 209 of such Act is amended—
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1 (A) in subsection (h,), by striking out paragraph

2 (1) and redesignating paragraphs (2), (3), and (4) as

3 paragraphs (1), (2), and (3), respectively,

4 (B) by striking out subsections (c) and (i), and

5 (C) in subsection (m)(1)—

6 (i) by inserting "or" after "death, ' and

7 (ii) by striking out "or (C) retirement after

8 attaining an age specified in the plan referred to

9 in paragraph (2) or in a pension plan of the em-

10 ployer,".

11 (d) (1) Except as provided in paragraph (2), the amend-

12 ments made by this section shall apply to remuneration paid

13 after December 31, 1983.

14 (2) The amendments made by subsection (b) shall apply

15 to remuneration paid after December 31, 1984.

16 CODIFICATION OF ROWAN DECISION WITH RESPECT TO

17 MEALS AND LODGING

18 SEC. 151. (a)(1) Subsection (a) of section 3121 of the

19 Internal Revenue Code of 1954 (defining wages) is amended

20 by striking out "or" at the end of paragraph (17), by striking

21 out the period at the end of paragraph (18) and inserting in

22 lieu thereof "; or", and by inserting after paragraph (18) the

23 following new paragraph:

24 "(19) the value of any meals or lodging furnished

25 by or on behalf of the employer if at the time of such
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1 furnishing it is reasonable to believe that the employee

2 will be able to exclude such items from income under

3 section 119. ".

4 (2) Section 209 of the Social Security Act is amended

5 by striking out "or" at the end of subsection (p), by striking

6 out the period at the end of subsection (q) and inserting in

7 lieu thereof "; or", and by inserting after subsection (q) the

8 following new subsection:

9 "(r) The value of any meals or lodging furnished by or

10 on behalf of the employer if at the time of such furnishing it

11 is reasonable to believe that the employee will be able to ex-

12 dude such items from income under section 119 of the Inter-

13 nal Revenue Code of 1954. ".

14 (bXl) Subsection (a) of section 3121 of such Code is

15 amended by inserting after paragraph (19) (as added by sub-

16 section (a) of this section) the following new sentence: "Noth-

17 ing in the regulations prescribed for purposes of chapter 24

18 (relating to income tax withholding) which provides an exclu-

19 sion from 'wages' as used in such chapter shall be construed

20 to require a similar exclusion from 'wages'in the regulations

21 prescribed for purposes of this chapter. ".

22 (2) Section 209 of the Social Security Act is amended

23 by inserting immediately after subsection (r) (as added by

24 subsection (a) of this section) the following new sentence:
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1 "Nothing in the regulations prescribed for purposes of chap-

2 ter 24 of the Internal Revenue Code of 1954 (relating to

3 income tax withholding) which provides an exclusion from

4 'wages' as used in such chapter shall be construed to require

5 a similar exclusion from 'wages'in the regulations prescribed

6 for purposes of this title. ".

7 (c) Subsection (h) of section 3306 of the Internal Reve-

8 nue Code of 1954 (defining wages) is amended—

9 (1) by striking out "or" at the end of paragraph

10 (12),

11 (2) by striking out the period at the end of para-

12 graph (13) and inserting in lieu thereof ", or",

13 (3) by adding immediately after paragraph (13)

14 the following new paragraph.

15 "(14) the value of any meals or lodging furnished

16 by or on behalf of the employer if at the time of such

17 furnishing it is reasonable to believe that the employee

18 will be able to exclude such items from income under

19 section 119. ", and

20 (4) by adding at the end thereof the following new

21 flush sentence.

22 "Nothing in the regulations prescribed for purposes of chap-

23 ter 24 (relating to income tax withholding) which provides an

24 exclusion from 'wages' as used in such chapter shall be con-

AMIDT 516—----8
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1 strued to require a similar exclusion from 'wages' in the reg-

2 ulations prescribed for purposes of this chapter. ".

3 (d)(1) Except as provided in paragraph (2), the amend-

4 ments made by subsections (a) and (b) shall apply to remu-

5 neration paid after December 31, 1983.

6 (2) The amendments made by subsection (c) shall apply

7 to remuneration paid after December 31, 1984.

8 TREATMENT OF CONTRIBUTIONS UNDER SIMPLIFIED

9 EMPLOYEE PENSIONS

10 SEC. 152. (a) Subparagraph (D) of section 3121 (a) (5)

11 of the Internal Revenue Code of 1954 (defining wages) is

12 amended by striking out "section 219" and inserting in lieu

13 thereof "section 219(b) (2) ".

14 (b) Subsection (e) of section 209 of the Social Security

15 Act, as amended by this Act, is amended by striking out the

16 semicolon at the end thereof and inserting in lieu thereof the

17 following: ", or (6) under a simplified employee pension (as

18 defined in section 408(k) of the internal Revenue Code of

19 1954) if, at the time of the payment, it is reasonable to be-

20 lieve that the employee will be entitled to a deduction under

21 section 219(b) (2) of such Code for such payment;".

22 (c) Subparagraph (D) of section 3306(b) (5) of the In-

23 ternal Revenue Code of 1954 is amended by striking out

24 "section 219" and inserting in lieu thereof "section

25 219(b)(2)".
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1 (d)(1) Except as provided in paragraph (2), the amend-

2 ments made by this section shall apply to remuneration paid

3 after December 31, 1983.

4 (2) The amendments made by subsection (c) shall apply

5 to remuneration paid after December 31, 1984.

6 TiTLE 11—SUPPLEMENTAL SECURiTY

7 iNCOME

8 INCREASE IN BENEFIT STANDARD

9 SEC. 201. (a) Section 1617 of the Social Security Act

10 is amended by adding at the end thereof the following new

11 subsection:

12 "(c) Effective July 1, 1983—

13 "(1) each of the dollar amounts in effect under

14 subsections (a)(1)(A) and (bXl) of section 1611, as

15 previously increased under this section, shall be in-

16 creased by $240 (and the dollar amount in effect under

17 subsection (a)(1)(A) of Public Law 93-66, as previous-

18 ly so increased, shall be increased by $120); and

19 "(2) each of the dollar amounts in effect under

20 subsections (a)(2)(A) and (b)(2) of section 1611, as

21 previously increased under this section, shall be in-

22 cr6ased by $360. ".

23 (b) Section 161 7(b) of such Act is amended by striking

24 out "this section" and inserting in lieu thereof "subsection

25 (a) of this section ".
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1 ADJUSTMENT IN FEDERAL SSI PASS-THROUGH

2 PROVISIONS

3 SEC. 202; Section 1618 of the Social Security Act is

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

5 section:

6 (d)(1) For any particular month after March 1983, a

7 State shall be deemed to have met the requirements of para-

8 graph (4) of subsection (a) if—

9 "(A) the combined level of its supplementary pay-

10 ments (to recipients of the type involved) and the

11 amounts payable under section 1611(b) (to such recipi-

12 ents), for that particular month,

13 is not less than—

14 "(B) the combined level of its supplementary pay-

15 ments (to recipients of the type involved) and the

16 amounts payable under section 1611(b) (to such recipi-

17 ents), for March 1983, increased by the amount of all

18 cost-of-living adjustments under section 1617 (and any

19 other benefit increases under this title) which have oc-

20 curred after March 1983 and before that particular

21 month.

22 "(2) In determining the amount of any increase in the

23 combined level involved under paragraph (1)(B) of this sub-

24 section, any portion of such amount which would otherwise

25 be attributable to the increase under section 1 61 7(c) shall be
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1 deemed instead to be equal to the amount of the cost-of-living

2 adjustment which would have occurred in July 1983 (with-

3 out regard to the 3-percent limitation contained in section

4 215(i) (1) (B)) if section 111 of the Social Security Act

5 Amendments of 1983 had not been enacted. ".

6 NOTIFICATION REGARDING SSI

7 SEC. 203. Prior to July 1, 1984, the Secretary of

8 Health and Human Services shall notify all elderly recipi-

9 ents of benefits under title II of the Social Security Act, who

10 may be eligible for supplemental security income benefits

11 under title XVI of such Act, of the availability of the supple-

12 mental security income program, and shall encourage such

13 recipients to contact the Social Security district office. Such

14 notification shall also be made to all recipients prior to at-

15 tainment of age 65, with the notification made with respect to

16 eligibility for supplemental medical insurance.

17 TITLE Ill—MEDICARE

18 MEDICARE PAYMENTS FOR INPATIENT HOSPITAL

19 SERVICES ON THE BASIS OF PROSPECTIVE RATES

20 SEC. 301. (a)(1) Section l886(a)(4) of the Social Se-

21 curity Act is amended by adding at the end the following new

22 sentence: "Such term does not include costs of approved edu-

23 cational activities, or, with respect to costs incurred in cost

24 reorting periods beginning prior to October 1, 1986, capital-

25 related costs, as defined by the Secretary. ".
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1 (2) Subsection (a)(1) of section 1886 of such Act is

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

3 paragraph:

4 "(D) Subparagraph (A) shall not apply to cost reporting

5 periods beginning on or after October 1, 1985. ".

6 (3) It is the intent of Congress that, in considering the

7 implementation of a system for including capital-related costs

8 under a prospectively determined payment rate for inpatient

9 hospital services, costs related to capital projects initiated on

10 or after the effective date of the implementation of such a

11 system, may or may not be distinguished and treated differ-

12 ently from costs of projects initiated before such date.

13 (b)Section 1886(b) of such Act is amended—

14 (1) by striking out "Notwithstanding sections

15 1814(b), but subject to the provisions of sections" in

16 paragraph (1) and inserting in lieu thereof "Notwith-

17 standing section 1814(b) but subject to the provisions

18 of section ";

19 (2) by inserting "(other than a subsection (d) hos-

20 pital, as defined in subsection (d)(1)(B))" in the

21 matter before subparagraph (A) of paragraph (1) after

22 "of a hospital";

23 (3) by inserting, in the matter in paragraph (1)

24 following subparagraph (B), "(other than on the basis
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1 of a DR G prospective payment rate determined under

2 subsection (d))" after "payable under this title";

3 (4) by repealing paragraph (2),

4 (5) by inserting "and subsection (d) and except as

5 provided in subsection (e)"in paragraph (3)(B) after

6 "subparagraph (A) ";

7 (6) by inserting "or fiscal year" after "cost re-

8 porting period" each place it appears in paragraph

9 (3)(B),

10 (7) by inserting "before the beginning of the

11 period or year "in paragraph (3) (B) after "estimated

12 by the Secretary '

13 (8) by striking out "excee"in paragraph (3)(B)

14 and inserting in lieu thereof "will exceed"; and

15 (9) by amending paragraph (6), effective with re-

16 spect to cost reporting periods beginning on or after
17 October 1, 1982, to read as follows:

18 "(6) In the case of any hospital which becomes subject

19 to the taxes under section 3111 of the Internal Revenue Code

20 for 1954 for part or all of a cost reporting period, and was

21 not subject to such taxes for the 12-month cost-reporting

22 period referred to in subsection (b)(3)(A)(i), the Secretary

23 shall provide for an adjustment by increasing the base year
24 amount referred to in subsection (b)(3)(A)(i) for such hospi-

25 tal applicable to such cost reporting period by the amount of
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1 such taxes paid or accrued by such hospital for such cost

2 reporting period. ".

3 (c)(1) Subsection (c)(1) of such section is amended—

4 (A) by striking out "and" at the end of subpara-

5 graph (B),

6 (B) by striking out the period at the end of sub-

7 paragraph (C) and inserting in lieu thereof "; and",

8 and

9 (C) by adding at the end the following:

10 "(D) the Secretary determines that the system

11 will not preclude an eligible organization (as defined in

12 section 1876(b)) from negotiating directly with hospi-

13 tals with respect to the organization 's rate of payment

14 for inpatient hospital srvices.

15 The Secretary cannot deny the application of a State under

16 this subsection on the ground that the State's hospital reim-

17 bursement control system is based on a payment methodology

18 other than on the basis of a diagnosis-related group or on the

19 ground that the amount of payments made under this title

20 under such system must be less than the amount of payments

21 which would otherwise have been made under this title not

22 using such system. If the Secretary determines that the con-

23 ditions described in subparagraph (C) are based on main-

24 taming payment amounts at no more than a specified per-

25 centage increase above the payment amounts in a base period,
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1 the State has the option of applying such test (for inpatient

2 hospital services under part A) on an aggregate payment

3 basis or on the basis of the amount of payment per inpatient

4 discharge or admission. If the Secretary determines that the

5 conditions described in subparagraph (C) are based on main-

6 taming aggregate payment amounts below a national average

7 percentage increase in total payments under part A for inpa-

8 tient hospital services, the Secretary cannot deny the applica-

9 tion of a State under this subsection on the ground that the

10 State rate of increase in such payments for such services

11 must be less than such national average rate of increase. ";

12 (2) Subsection (c) (3) of such section is amended—

13 (A) by striking out "requirement of paragraph

14 (1)(A)" and inserting in lieu thereof "requirements of

15 subparagraphs (A) and (D) of paragraph (1) and, if

16 applicable, the requirements of paragraph (5), ", and

17 (B) by inserting "(or, if applicable, in paragraph

18 ())"in subparagraph (B) after 'aragraph (1) ".

19 (3) Subsection (c) of such section is further amended by

20 adding at the end the following new paragraphs:

21 "(4) The Secretary shall approve the request of a State

22 under paragraph (1) with respect to a hospital reimbursement

23 control system if—
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1 "(A) the requirements of subparagraphs (A), (B),

2 (0,), and (D) of paragraph (1) have been met with re-

3 spect to the system, and

4 "(B) with respect to that system a waiver of cer-

5 tam requirements of title XVIII of the Social Security

6 Act has been approved on or before (and which is in

7 effect as of) the date of the enactment of the Social Se-

8 curity Act Amendments of 1983, pursuant to section

9 402(a) of the Social Security Amendments of 1967 or

10 section 222(a) of the Social Security Amendments of

11 1972.

12 With respect to a State system described in this paragraph,

13 the Secretary shall judge the effectiveness of such system on

14 the basis of its rate of increase or inflation in inpatient hospi-

15 tal payments for individuals under this title, as compared to

16 the national rate of increase or inflation for such payments,

17 with the State retaining the option to have the test applied on

18 the basis of the aggregate payment or payments per inpatient

19 admission or discharge during the three cost reporting periods

20 beginning on or after October 1, 1983, after which such test

21 shall no longer apply, and such hospitals shall be treated in

22 the same manner a under other waivers.

23 "(5) The Secretary shall approve the request of a State

24 under paragraph (1) with respect to a hospital reimbursement

25 control system if—
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1 "(A) the requirements of subparagraphs (A), (B),

2 (0), and (D) of paragraph (1) have been met with re-

3 spect to the system;

4 "(B) the Secretary determines that the system—

5 "(i) is operated directly by the State or by

6 an entity designated pursuant to State law,

7 "(ii) provides for payment of hospitals coy-

8 ered under the system under a methodology

9 (which sets forth exceptions and adjustments, as

10 well as any method for changes in the methodolo-

11 gy) by which rates or amounts to be paid for hos-

12 pital services during a specified period are estab-

13 lished under the system prior to the defined rate

14 period, and

15 "(iii) hospitals covered under the system will

16 make such reports (in lieu of cost and other re-

17 ports, identified by the Secretary, otherwise re-

18 quired under this title) as the Secretary may re-

19 quire in order to properly monitor assurances pro-

20 vided under this subsection,

21 "(C) the State has provided the Secretary with

22 satisfactory assurances that operation of the system

23 will not result in any change in hospital admission

24 practices which result in—
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1 "(i) a significant reduction in the proportion

2 of patients (receiving hospital services covered

3 under the system) who have no third-party cover-

4 age and who are unable to pay for hospital serv-

5 ices,

6 "(ii) a significant reduction in the proportion

7 of individuals admitted to hospitals for inpatient

8 hospital services for which payment is (or is

9 likely to be) less than the anticipated charges for

10 or costs of such services,

11 "(iii) the refusal to admit patients who

12 would be expected to require unusually costly or

13 prolonged treatment for reasons other than those

14 related to the appropriateness of the care available

15 at the hospital, or

16 "(iv) the refusal to provide emergency serv-

17 ices to any person who is in need of emergency

18 services if the hospital provides such services;

19 "(D) any change by the State in the system

20 which has the effect of materially reducing payments to

21 hospitals can only take effect upon 60 days notice to

22 the Secretary and to the hospitals the payment to

23 which is likely to be materially affected by the change;

24 and
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1 "(E) the State has provided the Secretary with

2 satisfactory assurances that in the development of the

3 system the State has consulted with local governmental

4 officials concerning the impact of the system on public

5 hospitals.

6 The Secretary shall respond to requests of States under this

7 paragraph within 60 days of the date the request is submitted

8 to the Secretary.

9 "(6) If the Secretary determines that the assurances de-

10 scribed in paragraph (1)(C) have not been met with respect to

11 any 36-month period, the Secretary may reduce payments

12 under this title to hospitals under the system in an amount

13 equal to the amount by which the payments under this title

14 under such system for such period exceeded the amount of

15 payments which would otherwise have been made under this

16 title not using such system. ".

17 (d) Subsection (d) of such section, as added by section

18 110 of the Tax Equity and Fiscal Responsibility Act of

19 1982, is amended—

20 (1) by striking out "section 1814(b)" in para-

21 graph (2)(A) and inserting in lieu thereof "subsection

22

23 (2) by redesignating the subsection as subsection

24 (j) and transferring and inserting such subsection at
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1 the end of section 1814 of the Social Security Act

2 under the following heading:

3 "Elimination of Lesser-of- Cost-or- Charges Provision ".

4 (e) Such section 1886 is further amended by adding at

5 the end the following new subsections:

6 "(d)(1)(A) Notwithstanding section 1814(b) but subject

7 to the provisions of section 1813, the amount of the payment

8 with respect to the operating costs of inpatient hospital serv-

9 ices (as defined in subsection (a)(4)) of a subsection (d) hos-

10 pital (as defined in subparagraph (B)) for inpatient hospital

11 discharges in a cost reporting period or in a fiscal year—

12 "(i) beginning on or after October 1, 1983, and

13 before October 1, 1986, is equal to the sum of—

14 "(1) the target percentage (as defined in sub-

15 paragraph (C)) of the hospital's target amount for

16 the cost reporting period (as defined in subsection

17 (b)(3)(A)) for the period, and

18 "(II) the DR G percentage (as defined in

19 subparagraph (C)) of the applicable cOmbined ad-

20 justed DR G prospective payment rate determined

21 under subparagraph (D) for such discharges; or

22 "(ii) beginning on or after October 1, 1986, is

23 equal to the national adjusted DRG prospective pay-

24 ment rate determined under paragraph (3) for such

25 discharges.
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1 "(B) As used in this section, the term 'subsection (d)

2 hospital' means a hospital located in one of the fifty States or

3 the District of Columbia other than—

4 "(i) a psychiatric hospital (as defined in section

5 1861(f)),

6 "(ii) a rehabilitation hospital (as defined by the

7 Secretary),

8 "(iii) a hospital whose inpatients are predomi-

9 nantly individuals under 18 years of age, or

10 "(iv) a hospital which has an average inpatient

11 length of stay (as determined by the Secretary) of

12 greater than 25 days;

13 and, in accordance with regulations of the Secretary, does not

14 include a psychiatric or rehabilitation unit of the hospital

15 which is a distinct part of the hospital (as defined by the

16 Secretary). The exclusion of any category of hospitals or

17 units under this subparagraph shall become inapplicable at

18 such time as the Secretary determines that adequate data of

19 clinical and statistical significance is available such that the

20 Secretary may include such category in the payment system

21 established under this subsection.

22 "(C) For purposes of this subsection, for cost reporting

23 periods beginning, or discharges occurring—
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1 "(i) on or after October 1, 1983, and before Octo-

2 ber 1, 1984, the 'target percentae'is 75 percent and

3 the 'DR U percentae'is 25 percent,

4 "(ii) on or after October 1, 1984, and before Oc-

5 tober 1, 1985, the 'target percentae'is 50 percent and

6 the 'DR G percentae'is 50 percent, and

7 "(iii) on or after October 1, 1985, and before Oc-

8 tober 1, 1986, the 'target percentage' is 25 percent and

9 the 'DR G percentage' is 75 percent.

10 "(D) For purposes of subparagraph (A)(i)(II), the 'ap-

11 plicable combined adjusted DR G prospective payment rate'

12 for cost reporting periods beginning, or discharges occur-

13 ring—

14 "(i) on or after October 1, 1983, and before Octo-

15 ber 1, 1984, is a combined rate consisting of 25 per-

16 cent of the national DRG prospective payment rate,

17 and 75 percent of the regional DR G prospective pay-

18 ment rate, determined under paragraph (2) for such

19 discharges;

20 "(ii) on or after October 1, 1984, and before Oc-

21 tober 1, 1985, is a combined rate consisting of 50 per-

22 cent of the national DRG prospective payment rate,

23 and 50 percent of the regional DR G prospective pay-

24 ment rate, determined under paragraph (3) for such

25 discharges;
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1 "(iii) on or after October 1, 1985, and before Oc-

2 tober 1, 1986, is a combined rate consisting of 75 per-

3 cent of the national DR G prospective payment rate,

4 and 25 percent of the regional DR G prospective pay-

5 ment rate, determined under paragraph (3); and

6 "(iv) on or after October 1, 1986, is a rate equal

7 to the national DR G prospective payment rate deter-

8 mined under paragraph (3).

9 "(2) The Secretary shall determine a national adjusted

10 DRG prospective payment rate, for each inpatient hospital

11 discharge in fiscal year 1984 involving inpatient hospital

12 services of a subsection (d) hospital in the United States, and

13 shall determine a regional adjusted DRG prospective pay-

14 ment rate for such discharges in each such region, for which

15 payment may be made under part A of this title. Each such

16 rate shall also be determined for hospitals located in urban or

17 rural areas within the United States and within each such

18 region. Such determinations shall be made as follows:

19 "(A) DETERMINING ALLOWABLE INDIVIDUAL

20 HOSPITAL COSTS FOR BASE PERIOD.—The Secretary

21 shall determine the allowable operating costs per dis-

22 charge of inpatient hospital services for the hospital for

23 the most recent cost reporting period for which data are

24 available.
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1 "(B) UPDATING FOR FISCAL YEAR 1984.—The

2 Secretary shall update each amount determined under

3 subparagraph (A) for fiscal year 1984 by—

4 "(i) updating for fiscal year 1983 by the es-

5 timated average rate of change of hospital costs

6 industry-wide between the cost reporting period

7 used under such subparagraph and fiscal year

8 1983, and

9 "(ii) projecting for fiscal year 1984 by the

10 applicable percentage increase (as defined in sub-

11 section (bX3)(B)) for fiscal year 1984.

12 "(C) STANDARDIZING AMOUNTS.—The Secre-

13 tary shall standardize the amount updated under sub-

14 paragraph (B) for each hospital by—

15 "(i) excluding an estimate of indirect medi-

16 cal education costs,

17 "(ii) adjusting for variations among hospi-

18 tals by area and region in the average hospital

19 wage level, and

20 "(iii) adjusting for variations in case mix

21 among hospitals.

22 "(D) COMPUTING URBAN AND RURAL AVER-

23 AGES.—The Secretary shall compute an average of the

24 standardized amounts determined under subparagraph

25 (C) for the United States and for each region—
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1 "(i) for all subsection (d) hospitals locatedin

2 an urban area, and

3 "(ii, for all subsection (d) hospitals located

4 in a rural area.

5 For purposes of this subsection, the term 'region'

6 means one of the four census regions established by the

7 Bureau of the Census, established by the Secretary;

8 the term 'urban area' means an area within a. Stand-

9 ard Metropolitan Statistical Area (as defined by the

10 Office of Management and Budget) or within such

11 similar area as the Secretary has recognized under

12 subsection (a) by regulation; and the term 'rural area'

13 means any area outside such an area or similar area.

14 "(E) REDUCING FOR VALUE OF OUTLIER PAY-

15 MENTS.—The Secretary shall reduce each of the aver-

16 age standardized amounts determined under subpara-

17 graph (D) by a proportion equal to the proportion (esti-

18 mated by the Secretary) of the amount of payments

19 under this subsection based on DRG prospective pay-

20 ment rates which are additional payments described in

21 paragraph (5)(A) (relating to outlier payments).

22 "(F) MAINTAINING BUDGET NEUTRALITY.—-The

23 Secretary shall adjust each of such average standard-

24 ized amounts as may be required under subsection

25 'e)(l)B,.) for that fiscal year.
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1 "(G) COMPUTING DRG-SPECIFIC RATES FOR

2 URBAN AND RURAL HOSPITALS IN THE UNITED

3 STATES AND IN EACH REGION.—For each discharge

4 classified within a diagnosis-related group, the Secre-

5 tary shall establish a DRG prospective payment rate

6 which is equal—

7 "(i) for hospitals located in an urban area in

8 the United States, and for hospitals located in an

9 urban area in each region, to the product of—

10 "(1) the average standardized amount

11 (computed under subparagraph (D), reduced

12 under subparagraph (E), and adjusted under

13 subparagraph (F)) for hospitals located in an

14 urban area in the United States or in that

15 region, and

16 "(ii) the weighting factor (determined

17 under paragraph (4)(B)) for that diagnosis-

18 related group; and

19 "(ii) for hospitals located in a rural area in

20 the United States, and for hospitals located in a

21 rural area in each region, to the product of—

22 "(1) the average standardized amount

23 (computed under subparagraph (D), reduced

24 under subparagraph (E), and adjusted under

25 subparagraph (F)) for hospitals located in a
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1 rural area in the United States or in that

2 region, and

3 "(II) the weighting factor (determined

4 under paragraph (4)(B)) for that diagnosis-

5 related group.

6 "(H) ADJUSTING FOR DIFFERENT AREA WAGE

7 LEVELS.—The Secretary shall adjust the proportion

8 (as estimated by the Secretary from time to time) of

9 hospitals' costs which are attributable to wages and

10 wage-related costs, of the DRG prospective payment

11 rates computed under subparagraph (G) for area dif-

12 ferences in hospital wage levels by a factor (established

13 by the Secretary) reflecting the relative hospital wage

14 level in the geographic area of the hospital compared to

15 the national or regional average hospital wage level as

16 appropriate.

17 "(3) The Secretary shall determine an adjusted DR G

18 prospective payment rate, for each inpatient hospital dis-

19 charge in a fiscal year after fiscal year 1984 involving inpa-

20 tient hospital services of a subsection (d) hospital for which

21 payment may be made under part A of this title, as follows:

22 "(A) UPDATING PREVIOUS STANDARDIZED

23 AMOUNTS.—The Secretary shall compute an average

24 standardized amount for hospitals located in an urban

25 area within the United States and, for fiscal year
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1 1985, for hospitals located in an urban area within

2 each region, and for hospitals located in a rural area

3 within the United States, and for fiscal year 1985, for

4 hospitals located in a rural area within each region,

5 and equal to the respective average standardized

6 amount computed for the previous fiscal year under

7 paragraph (2)(D) or under this subparagraph, in-

8 creased by the applicable percentage increase under

9 subsection (b) (3) (B) for that particular fiscal year.

10 "(B) REDUCING FOR VALUE OF OUTLIER PAY-

11 MENTS.—The Secretary shall reduce each of the aver-

12 age standardized amounts determined under subpara-

13 graph (A) by a proportion equal to the proportion (esti-

14 mated by the Secretary) of the amount of payments

15 under this subsection based on DRG prospective pay-

16 ment amounts which are additional payments described

17 in paragraph (5) (A) (relating to outlier payments).

18 "(0) MAINTAINING BUDGET NEUTRALITY.—The

19 Secretary shall adjust each of such average standard-

20 ized amounts as may be required under subsection

21 (e) (1) (B) for that fiscal year.

22 "(D) COMPUTING DRG-SPECIFIC RATES FOR

23 URBAN AND RURAL HOSpITALS.—For each discharge

24 classified within a diagnosis-related group, the Secre-
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1 tary shall establish a DR G prospective payment rate

2 for the fiscal year which is equal—

3 "(i) for hospitals located in an urban area in

4 the United States and (if applicable) for hospitals

5 located in an urban area in each region, to the

6 product of—

7 "(1) the average standardized amount

8 (computed under subparagraph (A), reduced

9 under subparagraph (B), and adjusted under

10 subparagraph (C)) for the fiscal year for ho$-

11 pitals located in an urban area in the United

12 States or in that region, and

13 "(II) the weighting factor (determined

14 under paragraph (4)(B)) for that diagnosis-

15 related group, and

16 "(ii) for hospitals located in a rural area in

17 the United States and (if applicable) for hospitals

18 located in a rural area in each region (and, if ap-

19 plicable, in a census division), to the product of—

20 "(1) the average standardized amount

21 (computed under subparagraph (A), reduced

22 under subparagraph (B), and adjusted under

23 subparagraph (C)) for the fiscal year for hos-

24 pitals located in a rural area in the United

25 States or in that region, and
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1 "(ii) the weighting factor (determined

2 under paragraph (4)(B)) for that diagnosis-

3 related group.

4 "(E) ADJUSTING FOR DIFFERENT AREA WAGE

5 LEVELS.—The Secretary shall adjust the proportion,

6 (as estimated by the Secretary from time to time) of

7 hospitals' costs which are attributable to wages and

8 wage-related costs, of the DR U prospective payment

9 rates computed under subparagraph (D) for area differ-

10 ences in hospital wage levels by a factor (established by

11 the Secretary) reflecting the relative hospital wage level

12 in the geographic area of the hospital compared to the

13 national or regional average hospital wage level as ap-

14 propriate.

15 "(4)(A) The Secretary shall establish a classification of

16 inpatient hospital discharges by diagnosis-related groups and

17 a methodology for classifying specific hospital discharges

18 within these groups.

19 "(B) For each such diagnosis-related group the Secre-

20 tary shall assign an appropriate weighting factor which re-

21 flects the relative hospital resources used with respect to dis-

22 charges classified within that group compared to discharges

23 classified within other groups.

24 "(C) The Secretary shall adjust the classifications and

25 weighting factors established under subparagraphs (A) and
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1 (B), at least every five years, to reflect changes in treatment

2 patterns, technology, and other factors which may change the

3 relative use of hospital resources.

4 "(D) The Commission (established under subsection

5 (e)(2)) shall consult with and make recommendations to the

6 Secretary with respect to adjustments to be made under sub-

7 paragraph (C), based upon its evaluation of scientific evi-

8 dence with respect to new practices, including the use of new

9 technologies and treatment modalities. The Commission shall

10 report to the Congress with respect to its evaluation of any

11 adjustments made by the Secretary under subparagraph (C).

12 "(5)(A)(i) The Secretary shall provide foran additional

13 payment for a subsection (d) hospital for ang discharge in a

14 diagnosis-related group, the length of stay of which exceeds

15 the mean length of stay for discharges within that group by a

16 fixed number of days, or exceeds such mean length of stay by

17 some fixed number of standard deviations, whichever is the

18 lesser.

19 "(ii) For cases which are not included in clause (i), a

20 hospital may request additional payments in any case where

21 changes, adjusted to cost, exceed a fixed multiple of the DR G

22 rate, or exceed such other fixed dollar amount, whichever is

23 greater.

24 "(iii) The amount of such additional payment under

25 clauses (i) and (ii) shall be determined by the Secretary and
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1 shall approximate the marginal cost of care beyond the cutoff

2 point applicable under clause (i) or (ii).

3 "(iv) The total amount of the additional payments made

4 under this subparagraph for discharges in a fiscal year may

5 not be less than 5 percent nor more than 6 percent of the total

6 payments made based on DR G prospective payment rates for

7 discharges in that year, and the DR G rates shall be reduced

8 to compensate for any payments under this subparagraph in

9 excess of such 6 percent.

10 "(B) The Secretary shall provide for an additional pay-

11 ment amount for subsection (d) hospitals with indirect costs

12 of medical education, in an amount computed in the same

13 manner as the adjustment for such costs under regulations

14 (in effect as of January 1, 1983) under subsection (a)(2),

15 except that in the computation under this subparagraph the

16 Secretary shall use an educational adjustment factor equal to

17 twice the factor provided under such regulations.

18 "(C)(i) The Secretary shall provide for such exceptions

19 and adjustments to the payment amounts established under

20 this subsection as the Secretary deems appropriate to take

21 into account the special needs of public or other hospitals that

22 serve a significantly disproportionate number of patients who

23 have low income or are entitled to benefits under part A of

24 this title.
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1 "(ii) With respect to a hospital which is a 'sole commu-

2 nity hospital', payment under paragraph (1)(A)(i) for any

3 cost reporting period or fiscal year beginning on or after Oc-

4 tober 1, 1983, shall be determined using the target percentage

5 and DR G percentage applicable for the fiscal year beginning

6 on October 1, 1983, and in no case shall total payments to

7 such a hospital under this title for any cost reporting period

8 beginning on or after October 1, 1983, and before October 1,

9 1986, be less than such payments to such hospital for the

10 preceding cost reporting period. For purposes of this subpara-

11 graph, the term 'sole community hospital' means a hospital

12 that, by reason of factors such as isolated location, weather

13 conditions, travel conditions, or absence of other hospitals (as

14 determined by the Secretary), is the sole source of inpatient

15 hospital services reasonably available to individuals in a geo-

16 graphical area who are entitled to benefits under part A.

17 "(iii) The Secretary may provide for such adjustments

18 to the payment amounts as the Secretary deems appropriate

19 to take into account the unique circumstances of hospitals

20 located in Alaska and Hawaii.

21 "(D)(i) The Secretary shall estimate the amount of re-

22 imbursement made for services described in section

23 1862 (a) (14) with respect to which payment was made under

24 part B in the base reporting periods referred to in paragraph
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1 (2)(A) and with respect to which payment is no longer being

2 made.

3 "(ii) The Secretary shall provide for an adjustment to

4 the payment for subsection (d) hospitals in each fiscal year so

5 as appropriately to reflect the net amount described in clause

6 (i).

7 "(E) This paragraph shall apply only to subsection (d)

8 hospitals that receive payments in amounts computed under

9 this subsection.

10 "(6) The Secretary shall provide for publication in the

11 Federal Register, on or before the September 1 before each

12 fiscal year (beginning with fiscal year 1984), of a description

13 of the methodology and data used in computing the adjusted

14 DR U prospective payment rates under this subsection, in-

15 cluding any adjustments required under subsection (e)(1)(B).

16 "(7) There shall be no administrative or judicial review

17 under section 1878 or otherwise of—

18 "(A) the determination of the requirement, or the

19 proportional amount, of any adjustment effected pur8u-

20 ant to subsection (e)(1), and

21 "(B) the establishment of diagnosis-related

22 groups, of the methodology for the classification of di8-

23 charges within such groups, and of the appropriate

24 weighting factors thereof under paragraph (4).
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1 "(e)(1)(A) For cost reporting periods of hospitals begin-

2 fling in fiscal year 1984 or fiscal year 1985, the Secretary

3 shall provide for such proportional adjustment in the applica-

4 ble percentage increase (otherwise applicable to the periods

5 under subsection (b)(3)(B)) as may be necessary to assure

6 that—

7 "(i) the aggregate payment amounts otherwise

8 provided under subsection (d) (1) (A) (i) (1) and (d)(5) for

9 that fiscal year for operating costs of inpatient hospital

10 services of hospitals,

11 are not greater or less than—

12 "(ii) the target percentage (as defined in subsec-

13 tion (d)(1)(C)) of the payment amounts which would

14 have been payable for such services for those same hos-

15 pitals for that fiscal year under this section under the

16 law as in effect before the date of the enactment of the

17 Social Security Act Amendments of 1983;

18 except that the adjustment made under this subparagraph

19 shall apply only to subsection (d) hospitals and shall not

20 apply for purposes of making computations under subsection

21 (d)(2)(B)(ii) or subsection (d)(3)(A).

22 "(B) For discharges occurring in fiscal year 1984 or

23 fiscal year 1985, the Secretary shall provide under subsec-

24 tions (d) (2) (F) and (d) (3) (C) for such equal proportional ad-

25 justment in each of the average standardized amounts other-
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1 wise computed for that fiscal year as may be necessary to

2 assure that—

3 "(i) the aggregate payment amounts otherwise

4 provided under subsection (d)(1)(A)(i)(ll) and (d)(5)

5 for that fiscal year for operating costs of inpatient hos-

6 pital services of hospitals,.

7 are not greater or less than—

8 "(ii) the DRU percentage (as defined in subsec-

9 tion (d)(1)(C)) of the payment amounts which would

10 have been payable for such services for those same hos-

11 pitals for that fiscal year under this section under the

12 law as in effect before the date of the enactment of the

13 Social Security Act Amendments of 1983.

14 "(2) The Secretary shall provide for appointment of a

15 Commission of independent experts, selected by the Office of

16 Technology Assessment (hereinafter in this subsection re-

17 ferred to as the 'Commission') to review the applicable per-

18 centage increase factor described in subsection (b)(3)(B) and

19 make recommendations to the Secretary on the appropriate

20 percentage increase which should be effected for hospital in-

21 patient discharges under subsections (b) and (d) for fiscal

22 years beginning with fiscal year 1985. in making its recom-

23 mendations, the Commission shall take into account changes

24 in the hospital market-basket described in subsection

25 (b)(3)(B), hospital productivity, technological and scientific
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1 advances, the quality of health care provided in hospitals (in-

2 cluding the quality and skill level of professional nursing

3 required to maintain quality care), and long-term cost -effec-

4 tiveness in the provision of inpatient hospital services.

5 "(3) The Commission, not later than the April 1 before

6 the beginning of each fiscal year (beginning with fiscal year

7 1985,), shall report its recommendations to the Secretary on

8 an appropriate increase factor which should be used (instead

9 of the applicable percentage increase described in subsection

10 (b)(3)(B)) for inpatient hospital services for discharges in

11 that fiscal year.

12 "(4) Taking into consideration the recommendations of

13 the Commission, the Secretary shall determine for each fiscal

14 year (beginning with fiscal year 1986) the percentage in-

15 crease which will apply for puiposes of this section as the

16 applicable percentage increase (otherwise described in subsec-

17 tion (b)(3)(B)) for discharges in that fiscal year, and which

18 will assure adequate compensation for the efficient and effec-

19 tive delivery of medically appropriate and necessary care of

20 high quality.

21 "(5) The Secretary shall cause to have published in the

22 Federal Register, not later than—

23 "(A) the June 1 before each fiscal year (beginning

24 with fiscal year 1985), the Secretary 's proposed deter-

25 mination under paragraph ('4,) for that fiscal year, and
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1 "(B) the September 1 before such fiscal year, the

2 Secretary final determination under such paragraph

3 for that year.

4 The Secretary shall include in the publication referred to in

5 subparagraph (A) for a fiscal year the report of the Commis-

6 sion recommendations submitted under paragraph (3) for

7 that fiscal year.

8 "(6)(A) The Commission shall consist of fifteen individ-

9 uals selected and appointed by the Director of the Congres-

10 sional Office of Technology Assessment (hereafter in this

11 part referred to as the 'Director' and the 'Office', respective-

12 ly). Such appointments shall be without regard to the provi-

13 sions of title 5, United States Code, governing appointments

14 in the competitive service. Members of the Commission shall

15 be appointed no later than April 1, 1984, for a term of three

16 years, except that the Director may provide initially for such

17 shorter terms as will insure that (on a continuing basis) the

18 terms of no more than seven members shall expire in any one

19 year. Members of the Commission shall be eligible for reap-

20 pointment for no more than iwo consecutive terms.

21 "(B) The membership of the Commission shall provide

22 expertise and experience in the provision and financing of

23 health care, including but not limited to physicians and reg-

24 istered professional nurses, employers, third party payors,

25 and individuals skilled in the conduct and interpretation of
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1 biomedical, health services, and health economics research,.

2 The Director shall seek nominations from a wide range of

3 groups, including but not limited to—

4 "(i) national organizations representing physi-

5 cians, including medical specialty organizations and

6 registered professional nurses and other skilled health

7 professionals;

8 "(ii) national organizations representing hospitals,

9 including teaching hospitals; and

10 "(iii) national organizations representing the

11 business community, health benefit programs, labor,

12 and the elderly.

13 "(C) The Commission may employ such personnel (not

14 to exceed 50) as may be necessary to carry out its duties.

15 Subject to approval by the Director, the Commission shall

16 appoint one of the members of its staff as Executive Director.

17 The Commission is authorized to seek such assistance and

18 support as may be required in the per forinance of its duties

19 from appropriate Federal departments and agencies. Such

20 assistance may include the provision of detailees, office space,

21 and related services, with or without reimbursement, as

22 agreed upon by the Commission and the head of the appropri-

23 ate department or agency.

24 "(D) While serving on the business of the Commission

25 (including traveltime), a member of the Commission shall be
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1 entitled to compensation at the per diem equivalent of the rate

2 provided for level IV of the Executive Schedule under section

3 5315 of title 5, United States Code; and while so serving

4 away from home and his regular place of business, a member

5 may be allowed travel expenses, including per diem in lieu of

6 subsistence, as authorized by the Chairman of the Commis-

7 sion.

8 "(E) The Executive Director shall becompensated at

9 the rate provided for level IV of the Executive Schedule

10 under section 5315 of title 5, United States Code.

11 "(F) The Executive Director shall, in accordance with

12 such policies as the Commission may prescribe, appoint and

13 fix the rates of compensation of such personnel as may be

14 necessary to carry out the provisions of this part. Such rates

15 of compensation may not exceed the level specified in subpar-

16 agraph (E).

17 "(G) The Commission shall have the authority to—

18 "(i) enter into contracts or make other arrange-

19 ments, as may be necessary for the conduct of the work

20 of the Commission, with any competent personnel or

21 organization, with or without reimbursement, without

22 performance or other bonds, and without regard to sec-

23 tion 3709 of the Revised Statutes (41 US. C. 5),

24 "(ii) make advance, progress, and other payments

25 which relate to the work of the Commission without
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1 regard to the provisions of section 3324 of title 31,

2 United States Code,

3 "(iii) accept services of voluntary and uncompen-

4 sated personnel that are necessary for the conduct of

5 the work of the Commission and provide transportation

6 and subsistence as authorized by section 5703 of title

7 5, United States Code, for persons serving without

8 compensation;

9 "(iv) acquire by purchase, lease, loan, or gift, and

10 hold and dispose of by sale, lease, or loan, real and

11 personal property of all kinds that is necessary for, or

12 results from, the exercise of authority granted by this

13 part (without regard to the first section of the Act of

14 March 3, 1877 (19 Stat. 370, chapter 106; 40 U.S. C.

15 34)), and

16 "(v) prescribe such rules and regulations as it

17 deems necessary with respect to the internal organiza-

18 tion and operation of the Commission.

19 "(H) In order to identify medically appropriate patterns

20 of health resources use in accordance with paragraph (2) (A),

21 the Commission shall collect and assess information on medi

22 cal and surgical procedures and services, including informa-

23 tion on regional variations of medical practice and lengths of

24 hospitalization and on other patient-care data, giving special

25 attention to treatment patterns for conditions which appear to
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1 involve excessively costly or inappropriate services not

2 adding to the quality of care provided. In order to assess the

3 safety, efficiency, and cost-effectiveness of new and existing

4 medical and surgical procedures, the Commission shall, in

5 coordination to the extent possible with the Secretary, collect

6 and assess factual information, giving special attention to the

7 needs of updating existing DR G 's, establishing new DR G 's,

8 and making recommendations on relative DR G weights to

9 reflect appropriate differences in resource consumption in de-

10 livering safe, efficacious, and cost-effective care. In collecting

11 and assessing information, the Commission shall—

12 "(i) utilize existing information, both published

13 and unpublished, where possible, collected and assessed

14 either by its own staff or under other arrangements

15 made in accordttnce with this part; and

16 "(ii) carry out, or award grants or contracts for,

17 original research where existing information is mad-

18 equate for the development of useful and valid guide-

19 lines by the Commission.

20 "(1) The Commission shall have access to such relevant

21 information and data as may be available from appropriate

22 Federal agencies. The Commission shall maintain the confi-

23 dentiality of all confidential information it receives.
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1 "(J) There shall be established a Federal Liaison Corn-

2 mittee to the Commission (hereafter in this part referred to as

3 the 'Committee'). The Committee shall—

4 "(1) arrange for the acquisition of information in

5 accordance with subparagraph (I) and assure that its

6 activities, especially the conduct of original research

7 and medical studies, are coordinated with the activities

8 of Federal agencies; and

9 "(2) advise the Commission with respect to the

10 activities of Federal agencies that relate to the duties of

11 the Commission or to particular medical procedures

12 and services under study, or being considered for

13 study, by the Commission.

14 The Federal Liaison Committee shall consist of delegates of

15 those Federal agencies which can, in the judgment of the

16 Commission, play a significant role in assisting the Commis-

17 sion. The Administrator of the Health Care Financing Ad-

18 ministration shall serve as the Chairman of the Committee.

19 Members of the Committee shall serve without additional

20 compensation. The Committee shall meet at the call of the

21 Chairman of the Committee, or at the call of the Chairman

22 of the Commission, but not less than six times a year.

23 "(K)(i) The Office shall report to the Congress, from

24 time to time, on the functioning and progress of the Commis-

25 sion and on the status of the assessment of medical proce-
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1 dures and services by the Commission. Such reports shall be

2 annual for the first three years of the Commission soperation

3 and biannual thereafter, and shall be delivered to the Con-

4 gress by March 15 of each reporting year.

5 "(ii) The Office shall have unrestricted access to all de-

6 liberations, records, and data of the Commission, immediate-

7 ly upon its request.

8 "(iii) In order to carry out its duties under this part, the

9 Office is authorized to expend reasonable and necessary

10 funds as mutually a'reed upon by the Office and the Com-

11 mission. The Office shall be reimbursed for such funds by the

12 Commission from the appropriations made with respect to the

13 Commission. The Office shall carry out such duties subject

14 to approval of the Technology. 'Assessment Board, as pre-

15 scribed by sections 3(d) (2) and (3) of the Technology Assess-

16 ment Act of 1972 (2 U.S.C. 472(d) (2) and (3)).

17 "(L)(i) There are authorized to be appropriatedsuch

18 sums as may be necessary to carry out the provisions of this

19 paragraph.

20 "(ii) Eighty-five percent of such appropriation shall be

21 payable from the Federal Hospital Insurance Tntst Fund,

22 and 15 percent of such appropriation shall be payable from

23 the Federal Supplementary Medical Insurance Trust

24 Fund.".
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1 (f) Section 1862(a) (1) of the Social Security Act is

2 amended—

3 (1) by striking out "(B) or (C)" and inserting in

4 lieu thereof "(B), (C), or (D) "

5 (2) by striking out "and" at the end of subpara-

6 graph (B);

7 (3) by striking out the semicolon at the end of

8 subparagraph (C) and inserting in lieu thereof a

9 comma and "and"; and

10 (4) by adding at the end thereof the following new

11 subparagraph:

12 "(D) in the case of clinical care items and serv-

13 ices provided with the concurrence of the Secretary and

14 with respect to research and experimentation conducted

15 by, or under contract with, the Prospective Payment

16 Assessment Commission or the Secretary, which are

17 not reasonable and necessary to carry out the purposes

18 of section 1886(d) (6); ".

19 CONFORMING AMENDMENTS

20 SEc. 302. (a) Sections 1814(g) and 1835(e) of the

21 Social Security Act are each amended by inserting "(or

22 would be if section 1886 did not apply)" after "section

23 1861(v)(1)(D)".

24 (b) Section 1814(/i)(2) of such Act is amended by strik-

25 ing out "the reasonable costs for such services" and inserting
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1 in lieu thereof "the amount that would be payable for such

2 services under subsection ?h) and section 1886".

3 (c)(1) The matter in section 1861(v)(1)(G)(i) of such

4 Act following subclause (III) is amended by striking out "on

5 the basis of the reasonable cost of" and inserting in lieu

6 thereof "the amount otherwise payable under part A with re-

7 spect to".

8 (2) Section 1861 (v) (2) (A) of such Act is amended by

9 striking out "an amount equal to the reasonable cost of" and

10 inserting in lieu thereof "the amount that would be taken into

11 account with respect to ".

12 (3) Section 1861 (v) (2) (B) of such Act is amended by

13 striking out "the equivalent of the reasonable cost of".

14 (4) Section 1861 (v) (3) of such Act is amended by strik-

15 ing out "the reasonable cost of such bed and board furnished

16 in semiprivate accommodations (determined pursuant to

17 paragraph (1))" and inserting in lieu thereof "the amount

18 otherwise payable under this title for such bed and board fur-

19 nished in semiprivate accommodations ".

20 (d) Section 1862 (a) of such Act is amended—

21 (1) by striking out "or" at the end of paragraph

22 (12),

23 (2) by striking out the period at the end of para-

24 graph (13) and inserting in lieu thereof "; or", and
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1 (3) by adding at the end the following new para-

2 graph:

3 "(14) which are other than physicians' services

4 (as defined in regulations) and which are furnished to

5 an individual who is an inpatient of a hospital by an

6 entity other than the hospital, unless the services are

7 furnished under arrangements (as defined in section

8 1861 (w) (1)) with the entity made by the hospital. ".

9 (e)(1) Section 1866(a) (1) of such Act is amended—.

10 (A) by striking out "and" at the end of subpara-

11 graph (D),

12 (B) by striking out the period at the end of sub-

13 paragraph (E), and

14 (C) by adding at the end the following new sub-

15 paragraphs:

16 "(F) in the case of hospitals which provide inpa-

17 tient hospital services for which payment may be made

18 under subsection (c) or (d) of section 1886, to main-

19 tam an agreement with a utilization and quality con-

20 trol peer review organization (if there is such an orga-

21 nization which has a contract with the Secretary under

22 part B of title Xl for the area in which the hospital is

23 located) under which the organization will perform

24 functions under that part with respect to the review of

25 the accuracy of diagnostic information on such hospi-
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1 tal 's bills, the completeness and adequacy of care pro-

2 vided, the appropriateness of admissions, and the ap-

3 propriateness of care provided for which additional

4 payments are sought under section 1886(d) (5), with re-

5 spect to inpatient hospital services for which payment

6 may be made under part A of this title (and for pur-

7 poses of payment under this title, the cost of such

8 agreement to the hospital shall be considered a cost in-

9 curred by such hospital in providing inpatient services

10 under part A, but shall be paid directly by the Secre-

11 tary to such organization on behalf of such hospital in

12 accordance with a budget approved by the Secretary),

13 "(G) in the case of hospitals which provide inpa-

14 tient hospital services for which payment may be made

15 under subsection (b) or (d) of section 1886, not to

16 charge any individual or any other person for inpatient

17 hospital services for which such individual would be

18 entitled to have payment made under part A but for a

19 denial or reduction of payments under section 1886(f),

20 and

21 "(H) in the case of hospitals which provide inpa-

22 tient hospital services for which payment may be made

23 under section 1886(d), to have all items and services

24 (other than physicians' services as defined in regula-

25 tions) (i) that are furnished to an individual who is an
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1 inpatient of the hospital, and (ii) for which the individ-

2 ual is entitled to have payment made under this title,

3 furnished by the hospital or otherwise under arrange-

4 ments (as defined in section 1861 (w) (1)) made by the

5 hospital.".

6 (2) The matter in section 1866(a) (2) (B) (ii) of such Act

7 preceding subclause (1) is amended by inserting "and except

8 with respect to inpatient hospital costs with respect to which

9 amounts are payable under section 1886(d)" after "(except

10 with respect to emergency services) ".

11 (f) Section 18 76(g) of such Act is amended by adding at

12 the end the following.

13 "(4) A risk-sharing contract under this subsection may,

14 at the option of an eligible organization, provide that the Sec-

15 retary—

16 "(A) will reimburse hospitals for payment

17 amounts determined in accordance with section 1886,

18 as applicable, of inpatient hospital services furnished to

19 individuals enrolled with such organization pursuant to

20 subsection (d), and

21 "(B) will deduct the amount of such reimburse-

22 ment for payment which would otherwise be made to

23 such organization. ".

24 (g)(l) Section 1878 (a) of such Act is amended—
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1 (A) by inserting "and (except as provided in sub-

2 section (g)(2)) any hospital which receives payments in

3 amounts computed under section 1886(d) and which

4 has submitted such reports within such time as the

5 Secretary may require in order to make payment

6 under such section may obtain a hearing with respect

7 to such payment by the Board" after "subsection (It)"

8 in the matter before paragraph (1),

9 (B) by inserting "(i)" after "(A)"in paragraph

10 (1)(A),

11 (C) by inserting "or" at the end of paragraph

12 (1)(A) and by adding after such paragraph the follow-

13 ing new clause:

14 "(ii) is dissatisfied with a final determina-

15 tion of the Secretary as to the amount of the pay-

16 ment under section 1886(d), ", and

17 ('D) by striking out "(1)(A)"in paragraph (3)

18 and inserting in lieu thereof "(1)(A)(i), or with respect

19 to appeals under paragraph (1)(A)(ii), 180 days after

20 notice of the Secretary '.s final determination, ".

21 (2)(A) The last sentence of section 1878(f)(1) of the

22 Social Security Act is amended by inserting "(or, in an

23 action brought jointly by several providers, the judicial dis-

24 trict in which the greatest number of such providers are locat-
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1 ed) after "the judicial district in which the provider is locat-
c. ea

3 (B) Section 1878(f)(1) of such Act is further amended

4 by adding at the end thereof the following new sentence.

5 "Any appeal to the Board or action for judicial review by

6 providers which are under common ownership or control must

7 be brought by such providers as a group with respect to any

8 matter involving an issue common to such providers. ".

9 (3) Section 18 78(g) of such Act is amended by inserting

10 "(1)" after "(g)" and by adding at the end the following new

11 paragraph:

12 "(2) The determinations and other decisions described

13 in section 1886(d) (7) shall not be reviewed by the Board or

14 by any court pursuant to an action brought under subsection

15 (f) or otherwise. ".

16 (4) The third sentence of section 1878(h) of such Act is

17 amended striking out "cost reimbursement" and inserting in

18 lieu thereof "payment of providers of services".

19 (h) The first sentence of section 1881 (b) (2) (A) of such

20 Act is amended by inserting "or section 1886 (if applicable)"

21 after "section 1861(v) ".

22 (i) Section 1887(a)(1)(B) of such Act is amended by

23 inserting "or on the bases described in section 1886" after

24 "on a reasonable cost basis ".
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1 (j) The Secretary may, for any cost reporting period

2 beginning prior to October 1, 1986, waive the requirements

3 of sections 1862 (a) (14) and 1866(a) (1) (H) of the Social Se-

4 curity Act in the case of a hospital which has followed a

5 practice of allowing direct billing under part B of title

6 XVJJ1 of such Act for services (other than physician serv-

7 ices) so extensively, that immediate compliance with those

8 requirements would threaten the stability of patient care. Any

9 such waiver shall provide that such billing may continue to

10 be made under part B but that the payments to such hospital

11 under part A of such title shall be reduced by the amount of

12 the billings for such services under part B. If such a waiver

13 is granted, at the end of the waiver period the Secretary may

14 provide for such methods of payments under part A as is

15 appropriate, given the organizational structure of the institu-

16 tion.

17 REPORTS, EXPERIMENTS, AND DEMONSTRATION

18 PROJECTS

19 SEC. 303. (a)(1) The Secretary of Health and Human

20 Services (hereinafter in this title referred to as the "Secre-

21 tary") shall study and report to the Congress within 18

22 months after the date of the enactment of this Act on the

23 method by which capital-related costs, such as return on net

24 equity, associated with inpatient hospital services can be in-
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1 cluded within the prospective payment amounts computed

2 under section 1886(d) of the Social Security Act.

3 (2)(A) The Secretary shall study and report annually to

4 the Congress at the end of each year (beginning with 1984

5 and ending with 1987) on the impact, of the payment meth-

6 odology under section 1886(d) of the Social Security Act

7 during the previous year, classes of hospitals, beneficiaries,

8 and other payors for inpatient hospital services, and other

9 providers.

10 (B) During fiscal year 1984, the Secretary shall begin

11 the collection of data necessary to compute the amount of phy-

12 sician charges attributable, by diagnosis-related groups, to

13 physicians' services furnished to inpatients of hospitals whose

14 discharges are classified within those groups. The Secretary

15 shall include, in a report to Congress in 1985, legislative

16 recommendations on the advisability and feasibility of pro-

17 viding for determining the amount of the payments for physi-

18 cians' services furnished to hospital inpatients based on the

19 DR G classification of the discharges of those inpatients.

20 (C) In the annual report to Congress under subpara-

21 graph (A) for 1985, the Secretary shall include the results of

22 studies on—

23 (i) the feasibility and impact of eliminating or

24 phasing out separate urban and rural DR G prospec-
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1 tive payment rates under paragraph (3) of section

2 1886(d) of the Social Security Act;

3 (ii) whether and the method under which hospi-

4 tals, not paid based on amounts determined under such

5 section, can be paid for inpatient hospital services on a

6 prospective basis as under such section;

7 (iii) the application of severity of illness, intensity

8 of care, or other modifications to the diagnosis-related

9 groups, and the advisability and feasibility of provid-

10 ing for such modifications, and

11 (iv) the feasibility and desirability of applying the

12 payment methodology under such section to payment

13 by all payors for inpatient hospital services.

14 (3) Prior to April 1, 1985, the Secretary shall complete

15 a study and make legislative recommendations to the Con-

16 gress with respect to an equitable method of reimbursing sole

17 community hospitals which takes into account their unique

18 vulnerability to substantial variations in occupancy. In addi-

19 tion, the Secretary shall examine ways to coordinate an in-

20 formation transfer between parts A and B, particularly with

21 respect to those cases where a denial of coverage is made

22 under part A, and no adjustment is made in the reimburse-

23 ment to the admitting physician, or physicians. The Secre-

24 tary also reports on the appropriate treatment of uncompen-

25 sated care costs, and adjustments that might be appropriate
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1 for large leaching hospitals located in rural areas. The Secre-

2 tar'y shall also on the advisability of having hospitals make

3 available information on the cost of care to patients financed

4 by both public programs and private payors.

5 (4) The Secretary shall complete a study and make rec-

6 ommendations to the Congress, before April 1, 1984, with

7 respect to whether hospitals located outside of the fifty States

8 and the District of Columbia should be included under a

9 prospective payment system.

10 (b)(1) Except as provided in paragraph (2), the amend-

11 ments made by this title shall not affect the authority of the

12 Secretary to develop, carry out, or continue experiments and

13 demonstration projects.

14 (2) The Secretary shall provide that, upon the request of

15 a State which has a demonstration project, for payment of

16 hospitals under title XVIII of the Social Security Act ap-

17 proved under section 402(a) of the Social Security Amend-

18 ments of 1967 or section 222(a) of the Social Security

19 Amendments of 1972, which (A) is in effect as of March 1,

20 1983, and (B) was entered into after August 1982, the terms

21 of the demonstration agreement shall be modified so that the

22 percentage by which such demonstration project is required to

23 maintain the rate of increase in medicare hospital costs in

24 thaI State below the national rate of increase in medicare

25 hospital costs shall be decreased by one-half of one percentage

AMIT 516——li
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1 point per contract year, beginning with the contract year be-

2 ginning in 1983.

3 (c) The Secretary shall approve, with appropriate terms

4 and conditions as defined by the Secretary, within 30 days

5 after the date of enactment of this Act—

6 (1) the risk-sharing application of On Lok Senior

7 Health Services (according to terms and conditions as

8 specified by the Secretary), dated July 2, 1982, for

9 waivers, pursuant to section 222 of the Social Security

10 Amendments of 1972 and section 402(a) of the Social

11 Security Amendments of 1967, of .certain requirements

12 of title XVJJJ of the Social Security Act over a period

13 of 36 months in order to carry out a long-term care

14 demonstration project, and

15 (2) the application of the Department of Health

16 Services, State of California, dated November 1, 1982,

17 pursuant to section 1115 of the Social Security Act,

18 for the waiver of certain requirements of title XJX of

19 such Act over a period of 36 months in order to carry

20 out a demonstration project for capitated reimburse-

21 ment for comprehensive long-term care services involv-

22 ing On Lok Senior Health Services.

23 (d) The Secretary shall continue demonstrations with

24 hospitals in areas with critical shortages of skilled nursing
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1 facilities to study the feasibility of providing alternative sys-

2 tems of care or methods of payment.

3 EFFECTiVE DATES

4 SEc. 304. (a)(1) Except as provided in paragraph (2),

5 the amendments made by the preceding provisions of this title

6 apply to items and services furnished by or under arrange-

7 ments with a hospital beginning with its first cost reporting

8 period that begins on or after October 1, 1983. A change in a

9 hospital cost reporting period that has been made after No-

10 vember 1982 shall be recognized for purposes of this section

11 only if the Secretary finds good cause for that change.

12 (2) Section 1866(a)(1)(F) of the Social Security Act

13 (as added by section 302 (f)(1) (C) of this title), section

14 1862(a)(14) (as added by section 302 (e) (3) of this title) and

15 sections 1886(a) (1) (G) and (H) of such Act (as added by

16 section 302(f) (1) (C) of this title) take effect on October 1,

17 1983.

18 (b) The Secretary shall make an appropriate reduction

19 in the payment amount under section 1886(d) of the Social

20 Security Act (as amended by this title) for any discharge, if

21 the admission has occurred before a hospital's first cost re-

22 porting period that begins after September 1983, to take into

23 account amounts payable under title XVIII of that Act (as

24 in effect before the date of the enactment of this Act) for items

25 and services furnished before that period.
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1 (c)(1) The Secretary shall cause to be published in the

2 Federal Register a notice of the interim final DR G prospec-

3 tive payment rates established under subsection (d) of section

4 1886 of the Social Security Act (as amended by this title) no

5 later than September 1, 1983, and allow for a period of

6 public comment thereon. The DR G prospective payment

7 rates shall become effective on October 1, 1983, without the

8 necessity for consideration of comments received, but the Sec-

9 retary shall, by notice published in the Federal Register,

10 affirm or modify the amounts by December 31, 1983, after

11 considering t1 .ose comments.

12 (2) A modification under paragraph (1) that reduces a

13 DR G prospective payment rate shall apply only to discharges

14 occurring after 30 days after the date the notice of the modif i-

15 cation is published in the Federal Register.

16 (3) Rules to implement subsection (d) of section 1886 of

17 the Social Security Act (as so amended) shall, and excep-

18 tions, adjustments, or additional payment amounts under

19 paragraph (5) of such subsection may, be established in ac-

20 cordance with the procedure described in this subsection.

21 DELAY IN PROVISION RELATING TO HOSPITAL-BASED

22 SKILLED NURSING FACILITIES

23 SEC. 305. (a) Section 102 of the Tax Equity and

24 Fiscal Responsibility Act of 1982 is amended by striking out
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1 "October 1, 1982" and inserting in lieu thereof "October 1,

2 1983".

3 (b) The Secretary of Health and Human Services shall,

4 prior to December 31, 1983, complete a study and report to

5 the Congress, with respect to the effect which the implementa-

6 tion of section 102 of the Tax Equity and Fiscal Responsi-

7 bility Act of 1982 would have on hospital-based skilled nurs-

8 ing facilities, given the differences (if any) in the patient

9 populations served by such facilities and by community-

10 based skilled nursing facilities.

11 SHIFT IN PART B PREMIUM TO COINCIDE WITH COST-OF-

12 LIVING INCREASE

13 SEC. 306. (a) Section 1839 of the Social Security Act

14 is amended by striking out subsections (a), (b), and (c) and

15 inserting in lieu thereof the following:

16 "(a)(1) The Secretary shall, during October of 1983 and

17 of each year thereafter, determine the monthly actuarial rate

18 for enrollees who have attained retirement age (as defined in

19 section 216(a)) which shall be applicable for the succeeding

20 calendar year. Such actuarial rate shall be the amount the

21 Secretary estimates to be necessary so that the aggregate

22 amount for such calendar year with respect to those enrollees

23 who have attained retirement age will equal one-half of the

24 total of the benefits and administrative costs which he esti-

25 mates will be payable from the Federal Supplementary
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1 Medical Insurance Trust Fund for services performed and

2 related administrative costs incurred in such calendar year

3 with respect to such enrollees. In calculating the monthly ac-

4 tuarial rate, the Secretary shall include an appropriate

5 amount for a contingency margin.

6 "(2) The monthly premium of each individual enrolled

7 under this part for each month after December 1983 shall,

8 except as provided in subsections (h) and (e), be the amount

9 determined under paragraph (3).

10 "(3) The Secretary shall, during October of 1983 and

11 of each year thereafter, determine and promulgate the month-

12 ly premium applicable for individuals enrolled under this

13 part for the succeeding calendar year. The monthly premium

14 shall (except as otherwise provided in subsection (e)) be equal

15 to the smaller of—

16 "('A) the monthly actuarial rate for enrollees who

17 have attained retirement age, determined according to

18 paragraph (1) of this subsection, for that calendar

19 year, or

20 "(B) the monthly premium rate most recently pro-

21 mulgated by the Secretary under this paragraph, in-

22 creased by a percentage determined as follows: The Sec-

23 retary shall ascertain the primary insurt nce amount

24 computed under section 215('a)(l), based upon average

25 indexed monthly earnings of $900, that applied to in-
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1 dividuals who became eligible for and entitled to old-

2 age insurance benefits for December of the year preced-

3 ing the promulgation. He shall increase the monthly

4 premium rate by the same percentage by which that

5 primary insurance amount is increased when, by

6 reason of the law in effect at the time the promulgation

7 is made, it is so computed to apply to those individuals

8 for the following December.

9 Whenever the Secretary promulgates the dollar amount

10 which shall be applicable as the monthly premium for any

11 period, he shall, at the time such promulgation is announced,

12 issue a public statement setting forth the actuarial assump-

13 tions and bases employed by him in arriving at the amount of

14 an adequate actuarial rate for enrollees who have attained

15 retirement age as provided in paragraph (1) and the deriva-

16 tion of the dollar amounts specified in this paragraph.

17 "(4) The Secretary shall also, during October of 1983

18 and of each year thereafter, determine the monthly actuarial

19 rate for disabled, enrollees who have not attained retirement

20 age which shall be applicable for the succeeding calendar

21 year. Such actuarial rate shall be the amount the Secretary

22 estimates to be necessary so that the aggregate amount for

23 such calendar year with respect to disabled enrollees who

24 have not attained retirement age will equal one-half of the

25 total of the benefits and administrative costs which he esti-
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1 mates will be payable from the Federal Supplementary

2 Medical insurance Trust Fund for services performed and

3 related administrative costs incurred in such calendar year

4 with respect to such enrollees. in calculating the monthly ac-

5 tuarial rate under this paragraph, the Secretary shall include

6 an appropriate amount for a contingency margin. ".

7 (2) Subsections (d), (e), (f), and (g) of section 1839 of

8 such Act are redesignated as subsections (b), (c), (d), and (e),

9 respectively.

10 (3) (A) Section 1839(b) of such Act (as so redesignated)

11 is amended by striking out "subsection (b), (c), or (g)" and

12 inserting in lieu thereof "subsection (a) or (e) ".

13 (B) Section 1839(d) of such Act (as so redesignated) is

14 amended by striking out "purposes of subsection (c)" and

15 inserting in lieu thereof "purposes of subsection (b) ".

16 (C) Section 1 839(e) of such Act (as so redesignated) is

17 amended by striking out "subsection (c)" and "subsection

18 (c)(1)" and by inserting in lieu thereof "subsection (a)" and

19 "subsection (a)(1) ", respectively.

20 (D) Section 1 818(c) of such Act is amended by striking

21 out "subsection (c) of section 1839" and inserting in lieu

22 thereof "subsection (a) of section 1839".

23 (E) Section 1 843(d) (1) of such Act is amended by

24 striking out "without any increase under subsection (c) there-
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1 of" and inserting in lieu thereof "without any increase under

2 subsection (h) thereof'

3 (F) Section 1844(a) (1) (A) (i) of such Act is amended—

4 ('i) by striking out "1839('c.)('l)" and inserting in

5 lieu thereof "1839(a)(1) ", and

6 (ii) by striking out "1839(c) (3) or 1839(q)" and

7 inserting in lieu thereof "1839(a)(3) or 1839(e) ".

8 (G) Section 1844(a) (1) (B) (i) of such Act is amended—

9 (i) by striking out "1839(c)(4)" and inserting in

10 lieu thereof "1839(a)(4) ", and

11 (ii) by striking out "1839(c) (3)or 1839(g)" and

12 inserting in lieu thereof "1839(a)(3) or 1839(e) ".

13 (H) Section 1876(a) (5) of such Act is amended—

14 (i) in subparagraph (A)(ii), by striking out

15 "1839(c)(1)" and inserting in lieu thereof

16 "1839(a) (1)"; and

17 (ii) in subparagraph, (B)(ii), by striking out

18 "1839(c)(4)" and inserting in lieu thereof

19 "l839(a)(4) ".

20 (4) The amendments made by this subsection shall

21 apply with respect to premiums payable for January 1984

22 and each month thereafter.

23 (5) The monthly premium amount under section 1839

24 of the Social Security Act for the months of July through

25 December of 1983 shall be equal to the monthly premium
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1 amount as determined under such section (as in effect prior

2 to the amendments made by this section) for June 1983.

3 SHIFT IN VOLUNTARY PART A PREMIUM TO COINCIDE

4 WITH COST-OF-LIVING INCREASES

5 SEC. 307. (a) Section 1818(d) (2) of the Social Secu-

6 rity Act is amended—

7 (1) by striking out "during the last calendar

8 quarter of each year, beginning in 1973," in the first

9 sentence and inserting in lieu thereof "during the next

10 to last calendar quarter of each year";

11 (2) by striking out "the 12-month period com-

12 mencing July 1 of the next year" in the first sentence

13 and inserting in lieu thereof "the following calendar

14 year"; and

15 (3) by striking out "for such next year" in the

16 second sentence and inserting in lieu thereof "for that

17 following calendar year".

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

19 premiums for months beginning with January 1984, and for

20 months after June 1983 and before January 1984, the

21 monthly premium under part A of title XVIII of the Social

22 Security Act for individuals enrolled under each respective

23 part shall be the monthly premium under that part for the

24 month of June 1983.
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1 TiTLE 1V—UNEMPLO YMENT COMPENSATiON

2 PROViSiONS

3 PART A—FEDERAL SUPPLEMENTAL COMPENSATiON

4 EXTENSiON OF PROGRAM

5 SEC. 401. (a) Paragraph (2) of section 602(f) of the

6 Federal Supplemental Compensation Act of 1982 is amend-

7 ed by striking out "March 31, 1983" and inserting in lieu

8 thereof "September 30, 1983".

9 (b) Section 605(2) of such Act is amended by striking

10 out "April 1, 1983" and inserting in lieu.thereof "October 1,

11 1983".

12 NUMBER OF WEEKS FOR WHiCH COMPENSATiON PAYABLE

13 SEc. 402. (a) Subsection (e) of section 602 of the Fed-

14 eral Supplemental Compensation Act of 1982 is amended by

15 redesignating paragraph (3) as paragraph (4) and by strik-

16 ing out paragraph (2) and inserting in lieu thereof the follow-

17 ing new paragraphs:

18 "(2)(A) In 'he case of any account from which Federal

19 supplemental compensation was first payable to an individu-

20 al for a week beginning after March 31, 1983, the amount

21 established in such account shall be equal to the lesser of—

22 "(i) 65 per centum of the total amount of regular

23 compensation (including dependents' allowances) pay-

24 able to the individual with respect to the benefit year

25 (as determined under the State law) on the basis of
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1 which he most recently received regular compensation,

2 or

3 "(ii) the applicable limit determined under the fol-

4 lowing table times his average weekly benefit amount

5 for his benefit year,

"In the case of
weeks during w The applicable

limit is:
6-percent period 14

5-percent period 12

4-percent period 10

Low-unemployment period 8

6 "(B) Notwithstanding the provisions of clause (ii) of

7 subparagraph (A), the applicable limit under such clause

8 shall not be lower than 4 less than the number of weeks appli-

9 cable to such State under this paragraph as in effect for the

10 week beginning March 27, 1983, to the amendments made by

11 the Social Security Amendments of 1983.

12 "('C) In the case of any account from which Federal

13 supplemental compensation was payable to an individual for

14 a week beginning before April 1, 1983, the amount estab-

15 lished in such account shall be equal to the lesser of the sub-

16 paragraph (A) entitlement or the sum of—

17 "(i) the subparagraph (A) entitlement reduced

18 (but not below zero) by the aggregate amount of Feder-

19 al supplemental compensation paid to such individual

20 for weeks beginning before April 1, 1983, plus

21 "(ii) such individual's additional entitlement.
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1 "(D) For purposes of s.ubparagraph (C) and this sub-

2 paragraph—

3 "(i) The term 'subparagraph (A) entitlement'

4 means the amount which would have been established

5 in the account if subparagraph (A) had applied to such

6 account.

7 "(ii) The term 'additional entitlement' means the

8 applicable limit determined under the following table

9 times the individual's average weekly benefit amount

10 for his benefit year.

"In the case of
weeks during w The applicable

limit is:
6-percent period 8
5-percent period 6

4-percent period 4
Low-emplo,iment period 4

11 "(D) Except as provided in subparagraph (C)(i), for

12 purposes of determining the amount of Federal supplemental

13 compensation payable for weeks beginning after March 31,

14 1983, from an account described in subparagraph (C), no

15 reduction in such account shall be made by reason of any

16 Federal supplemental compensation paid to the individual for

17 weeks beginning before April 1, 1983.

18 "(3)(A) For purposes of this subsection, the terms '6-

19 percent period', '5-percent period', '4-percent period', and

20 'low-unemployment period' mean, with respect to any State,

21 the period which—

AMIDT 516——12
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1 "(i) begins with the 3d week after the 1st week in

2 which the rate of insured uneniployment in the State

3 for the period consisting of such week and the immedi-

4 ately preceding 12 weeks falls in the applicable range,

5 and

6 "(ii) ends with the 3d week after the 1st week in

7 which the rate of insured unemployment for the period

8 consisting of such week and the immediately preceding

9 12 weeks does not fall within the applicable range.

10 "(B) For purposes of subparagraph (A), the applicable

11 range is as follows:

"In the case of a. The applicable range is:
6-percent period A rate equal to or exceeding 6 percent.
5-percent period A rate equal to or exceeding 5 percent

but less than 6 percent.
4-percent period A rate equal to or exceeding 4 percent

but less than 5 percent.
Low-employment period A rate less than 4 percent.

12 "(C) No 6-percent period, 5-percent period, or 4-percent

13 period, as the case may be, shall last for a period of less than

14 4 weeks unless the State enters a period with a higher per-

15 centage designation.

16 "(D) For purposes of this subsection—

17 "(i) The rate of insured unemployment for any

18 period shall be determined in the same manner as de-

19 temnined for purposes of section 203 of the Federal-

20 State Extended Unemployment Compensation Act of

21 1970.
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1 "(ii) The amount of an individual's average

2 weekly benefit amount shall be determined in the same

3 manner as determined for purposes of section

4 202 (b) (1) (C) of such Act. ".

5 (b)(1) Section 602(f)(2) of such Act is amended by in-

6 serting before the period at the end thereof the following: ",

7 except that in the case of any individual who received such

8 compensation for the week preceding the last week beginning

9 after such date, such compensation shall be payable to such

10 individual for weeks beginning after such date, but the total

11 amount of such compensation payable for such weeks shall be

12 limited to 50 percent of the total amount which would other-

13 wise be payable for such weeks ".

14 (2) Section 605(2) of such Act is amended by inserting

15 before the semicolon the following: "(except as otherwise pro-

16 vided in section 602(f)(2)) ".

17 (c)(1) Section 602(b)(1) of such Act is amended by

18 striking out "and" at the end of subparagraph (B), adding

19 "and" at the end of subparagraph (C), and inserting after

20 subparagraph (C) the following:

21 "(D) had at least 26 weeks of full-time insured

22 employment, during his base period or the equivalent

23 in insured wages during his base period (as determined

24 using a methodology equivalent to that used under sec-
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1 tion 202(a) (5) of the Federal-State Extended Unem-

2 ployment Compensation Act of 1970), ".

3 (2) The amendment made by paragraph (1) shall apply

4 only to individuals who first became eligible for Federal sup-

5 plemental compensation for weeks beginning on or after April

6 1, 1983.

7 (d) Paragraph (3) of section 602(d) of the Federal Sup-

8 plemental Compensation Act of 1982 (as amended by section

9 544(d) of the Highway Revenue Act of 1982) is amended by

10 striking out "subsection (e)(2)(A)(ii)" and inserting in lieu

11 thereof "subparagraph (A)(ii) or (C) (ii) (II) of subsection

12 (e)(2)".

13 EFFECTiVE DATE

14 SEC. 403. (a) The amendments made by this part shall

15 apply to weeks beginning after March 31, 1983.

16 (b) in the case of any eligible individual—

17 (1) to whom any Federal supplemental compensa-

18 tion was payable for any week beginning before April

19 1, 1983, and

20 (2) who exhauBted his rights to such compensation

21 (by reason of the payment of all the amount in his

22 Federal supplemental compensation account) before the

23 first week beginning after March 31, 1983,

24 such individual eligibility for additional weeks of compen-

25 sation by reason of the amendments made by this part shall
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1 not be limited or terminated by reason of any event, or fail-

2 ure to meet any requirement of law relating to eligibility for

3 unemployment compensation, occurring after the date of such

4 exhaustion of rights and before April 1, 1983 (and the period

5 after such exhaustion and before April 1, 1983, shall not be

6 counted for purposes of determining the expiration of the two

7 years following the end of his benefit year for purposes of

8 section 602(b) of the Federal Supplemental Compensation

9 Act of 1982).

10 (c) The Secretary of Labor shall, at the earliest practi-

11 cable date after the date of the enactment of this Act, propose

12 to each State with which he has in effect an agreement under

13 section 602 of the Federal Supplemental Compensation Act

14 of 1982 a modification of such agreement designed to provide

15 for the payment of Federal supplemental compensation under

16 such Act in accordance with the amendments made by this

17 part. Notwithstanding any other provision of law, if any

18 State fails or refuses, within the 3-week period beginning on

19 the date the Secretary of Labor proposed such a modification

20 to such State, to enter into such a modification of such agree-

21 ment, the Secretary of Labor shall terminate such agreement

22 effective with the end of the last week which ends on or before

23 such 3-week period.
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1 PART B—PROVISIONS RELATING TO iNTEREST AND

2 CREDIT REDUCTIONS

3 DEFERRAL OF INTEREST

4 SEC. 411. (a) Section 1202(b) of the Social Security

5 Act is amended by adding at the end thereof the following

6 new paragraph:

7 "(8)(A) With respect to interest due under this section

8 for any year after December 31, 1982, and before January 1,

9 1986, a State may pay 80 percent of such interest in four

10 annual installments of at least 20 percent beginning with the

11 year after the year in which it is otherwise due, if such State

12 meets the criteria of subparagraph (B). interest shall accrue

13 on such deferred interest in the same manner as under para-

14 graph (3)(C).

15 "(B) To meet the criteria of this subparagraph a State

16 must—

17 "(i) have taken no action since October 1, 1982,

18 which would reduce its net unemployment tax effort or

19 the net solvency of its unemployment system (as deter-

20 mined for purposes of section 3302(f) of the Internal

21 Revenue Code of 1954); and

22 "(ii) have taken an action (as certified by the

23 Secretary of Labor) after October 1, 1982, which will

24 increase revenues and decrease benefits under the

25 State unemployment compensation system (herein-
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1 after referred to as a 'solvency effort 9 by a combined

2 total of the applicable percentage (as compared to such

3 revenues and benefits as they would have been in effect

4 without such State action).

5 In the case of the first year for which there is a deferral (over

6 a 4-year period) of the interest otherwise payable for such

7 year, the applicable percentage shall be 30 percent. in the

8 case of the second such year, the applicable percentage shall

9 be 40 percent. in the case of the third such year, the applica-

10 ble percentage shall be 50 percent.

11 "('C9('i) The base year is the first year for which deferral

12 under this provision is granted. The Secretary of Labor shall

13 estimate the unemployment rate for the base year. To deter-

14 mine whether a State meets. the requirements of subpara-

15 graph (B)(ii), the Secretary of Labor shall determine the per-

16 centage by which the benefits and taxes in the base year with

17 the application of the action referred to in subparagraph

18 (B)(ii) are lower or greater, as the case may be, than such

19 benefits and taxes would have been without the application of

20 such action, in making this determination, the Secretary

21 shall deem the application of the action referred to in subpar-

22 agraph (B)(ii) to have been effective for the base year to the

23 same extent as such action is effective for the year following

24 the base year. Once a deferral is approved a State must con-

25 tinue to maintain its solvency effort. Failure to do so shall
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1 result in the State being required to make immediate pay-

2 ment of all deferred interest.

3 "(ii) Increases in the taxable wage base from $6,000 to

4 $7,000 or increases after 1984 in the maximum tax rate to

5 5.4 percent shall not be counted for purposes of meeting the

6 requirement of subparagraph (B).

7 "(D) In the case of a State which produces a solvency

8 effort of 50 percent, 80 percent, and 90 percent rather than

9 the 30 percent, 40 percent, 50 percent required under subpar-

10 agraph (B), the deferred interest shall be computed at an in-

11 terest rate which is 1 percentage point less than the otherwise

12 applicable interest rate. ".

13 (b) Section 1202 (b) (7) of such Act iii amended by strik-

14 ing out ", and before January 1, 1988".

15 CAP ON CREDIT REDUCTION

16 SEC. 412. (a)(1) Section 3302(f) of the Internal Reve-

17 nue Code of 1954 is amended by adding at the end thereof

18 the following new paragraph:

19 "(8) PARTIAL LIMITATION.—

20 "(A) In the case of a State which would

21 meet the requirements of this subsection for a tax-

22 able year prior to 1987 but for its failure to meet

23 one of the requirements contained in subpara-

24 graph (C) or (D) of paragraph (2), the reduction

25 under subsection (c)(2) in credits otherwi8e appli-
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1 cable to taxpayers in such State for such taxable

2 year and each subsequent year (in a period of

3 consecutive years for each of which a credit reduc-

4 tion is in effect for taxpayers in such State) shall

5 be reduced by 0.1 percentage point.

6 "(B) In the case of a State described in sub-

7 paragraph (A) which also meets the requirements

8 of section 1202 (b) (8) (B) with respect to such tax-

9 able year, the reduction under subsection (c)(2) in

10 credits otherwise applicable to taxpayers in such

11 State for such taxable year and each subsequent

12 year (in a period of consecutive years for each of

13 which a credit reduction is in effect for taxpayers

14 in such State) shall be further reduced by an ad-

15 ditional 0.1 percentage point. ".

16 (2) The amendment made by paragraph (1) shall apply

17 with respect to taxable year 1983 and taxable years thereaf-

18 ter.

19 (b) Section 3302(f)(1) of such Code is amended by

20 striking out "beginning before January 1, 1988, ".

21 A VERAGE EMPLOYER CONTRiBUTiON RATE

22 SEc. 413. (a) Section 3302(d)(4)(B) of the Internal

23 Revenue Code of 1954 is amended by striking out "the total

24 of the remuneration subject to contributions under the State

25 unemployment compensation law" and inserting in lieu
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1 thereof "the total of the wages attributable to such State sub-

2 ject to taxation under this' chapter".

3 (b) Sections 3302(c)(2)(B)(i) and 3302(c)(4) of such

4 Code are each amended by striking out "2.7" and inserting

5 in lieu thereof "2.7 multiplied by the ratio of the wage base

6 under this chapter divided by the estimated average annual

7 wage in covered employment for the calendar year in which

8 the determination is to be made ".

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

10 tive for taxable year 1984 and taxable years thereafter.

11 DATE FOR PAYMENT OF INTEREST

12 SEc. 414. Section 1202 (b) (3) (A) of the Social Security

13 Act is amended by striking out "not later than" and insert-

14 ing in lieu thereof "prior to ".

15 RECOUPMENT OF INTEREST

16 SEC. 415. Section 3302 of the Internal Revenue Code

17 of 1954 is amended by adding at the end thereof the following

18 new subsection:

19 "(ii) RECOUPMENT OF OVERDUE INTEREST.—

20 "(1) In addition to any other reduction required

21 under this section, if any accrued interest under sec-

22 tion 1202(b) of the Social Security Act has not been

23 paid by a State within one year after the date such

24 payment is otherwise required to be paid, then the total

25 credits (after applying any other provisions of this sec-
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1 tion) otherwise allowable under this section for the fol-

2 lowing taxable year, in the case of a taxpayer subject

3 to the unemployment compensation law of such State,

4 shall be reduced by an amount equal to 0.1 percent of

5 the amount of the wages paid by such taxpayer during

6 such taxable year which are attributable to such State.

7 "(2) Any increase in the amount of tax paid by

8 reason of paragraph (1) shall be first applied as a pay-

9 ment of such overdue interest, and any remainder shall

10 be applied as a repayment of principal under section

11 1202(b) of the Social Security Act. ".

12 PART C—MISCELLANEOUS PROVISIONS

13 TREATMENT OF EMPLOYEES PROVIDING SERVICES TO

14 EDUCATIONAL INSTITUTIONS

15 SEC. 421. (a)(1) Section 3306(a) (6) (A) of the Internal

16 Revenue Code of 1954 is amended by adding at the end

17 thereof the following new clause:

18 "(v) with respect to services to which section

19 3309(a)(1) applies, if such services are provided to or

20 on behalf of an educational institution, compensation

21 shall be denied in the same manner as if such services

22 were performed directly for an educational institution,

23 and".



184

1 (2) Clauses (ii)(l), (iii), and (iv) of such section are

2 each amended by striking out "may be denied" and inserting

3 in lieu thereof "shall be denied".

4 (b)(1) Except as provided in paragraph (2), the amend-

5 ments made by this section shall apply in the case of compen-

6 sation paid for weeks beginning on or after April 1, 1984.

7 (2) In the case of a State with respect to which the

8 Secretary of Labor has determined that State legislation is

9 required in order to comply with the amendment made by this

10 section, the amendment made by this section shall apply in

11 the case of cmpensation paid for weeks which begin on or

12 after April 1, 1984, and after the end of the first session of

13 the State legislature which begins after the date of the enact-

14 ment of this Act, or which began prior to the date of the

15 enactment of this Act and remained in session for at least

16 twenty-five calendar days after such date of enactment. For

17 purposes of the preceding sentence, the term "session" means

18 a regular, special, budget, or other session of a State legisla-

19 ture.

20 EXTENDED BENEFITS FOR INDIVIDUALS WHO ARE

21 HOSPITALIZED OR ON JURY DUTY

22 SEc. 422. (a) Clause (ii) of paragraph (3)(A) of section

23 202(a) of the Federal-State Extended Unemployment Com-

24 pensation Act of 1970 is amended to read as follows:
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1 "(ii) during which he fails to actively engage in

2 seeking work, unless such individual is not actively en-

3 gaged in seeking work because such individual is, as

4 determined in accordance with State law—

5 "(1) before any court of the United States or

6 any State pursuant to a lawfully issued summons

7 to appear for jury duty (as such term may be de-

8 fined by the Secretary of Labor), or

9 "(ii) hospitalized for treatment of an emer-

10 gency or a life-threatening condition (as such term

11 may be defined by such Secretary),

12 if such exemptions in clauses (1) and (11) apply to recipients

13 of regular benefits, and the State chooses to apply such ex-

14 emptions for recipients of extended benefits; or".

15 (b) The amendment made by this section shall become

16 effective on the date of the enactment of this Act.
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BUDGET ACT WAIVER
Mr. BAKER. I ask that the Chair

lay before the Senate S. Res. 91, a
budget waiver with respect to consid-
eration of S. 1.

The PRESIDING OFFICER. The
clerk will state it.

The assistant legislative clerk read
as follows:

A Senate resolution (S. Res. 91) waiving
section 303(a) of the Congressional Budget
Act of 1974 witI', respect to the considera-
tion of S. 1.

The Senate proceeded to consider
the resolution.

The PRESIDING OFFICER. The
question is on agreeing to the budget
resolution waiver.

The resolution (S. Res. 91) was
agreed to as follows:

S. REs. 91
Rcsolved, That pursuant. to section 303(c)

of the Congressional Budget Act of 1974.
the provisions of section 303(a) of such Act
are waived with respect to the consideration
of S. 1, an Act to implement the consensus
recommendations of the National Commis-
sion on Social Security Reform and with re-
spect to the consideration of H.R. 1900,
dealing with the same subject matter. Such
waiver is necessary because the recommen-
dations of the National Commission on
Social Security Reform require prompt
action in order to ensure the stability of the
social security system.

SOCIAL SECURITY ACT
AMENDMENTS OF 1983

Mr. BAKER. Mr. president, I move
that the Senate proceed to the consid-
eration of H.R. 1900, the social secu-
rity measure.

The PRESIDING OFFICER. The
bill will be stated.

The assistant legislative clerk read
as follows:

A bill (H.R. 1900) to assure the solvency of
the Social Security Trust Funds, to reform
the medicare reimbursement of hospltaJs, to
extend the Federal supplemental compensa-
tion program, and for other purposes.

The PRESIDING OFFICER. The
question is on agreeing to the motion.

The motion was agreed to.
Mr. BAKER. Mr. President, I move

to reconsider the vote by which the
motion was agreed to.

Mr. DOLE. I mOve to lay that
motion on the table.

The motion to lay on the table was
agreed to.

The Senate proceeded to consider
the bill.

Mr. BAKER. Mr. president, as I un-
derstand the situation, the situation is
this: It appears to me we are not going
to be able to negotiate a compromise
settlement of the jobs bill dilemma
today. I regret that. I must say that all
of the parties to this matter have
given their best efforts and have done
so conscientiously. I commend them
all for it. Senator K*s and Senator
DOLE have tried and tried repeatedly
to reconcile the differences in their
point of view on this matter without
success. Finally, we have arrived at the
place where we have to move on.

This in no way signals that we are
not going to pass a jobs bill. We are
going to pass a jobs bill If it Is human-
ly possible for that to be done. But
there is a cloture motion filed against
further debate on the jobs bill that
will not mature until Friday. In my
judgment, there was simply no reason
for us to sit here In quorum calls and
what appeared to be endless efforts to
negotiate a settlement on this matter
until Friday. I think we can make good
use of the time between now and
Friday, 1 hour alter we convene, by
considering aspects of the social secu-
rity bill and perhaps even passing it. I
hope we can pass it.

On Friday, the cloture motion on
the jobs bill will occur as the pending
business. if cloture is invoked, we shall
be back on the jobs bill, whether we
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finish soeial security or not. I hope we
have finished social security nd we
can continue then with the jobs bill in
an orderly way.

The Senate should be on notice, Mr.
President, of the strong possibility of a
Saturday session.

Mr. President, I yield the floor.
Mr. DOLE. Mr. president, I suggest

the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The assistant legislative clerk pro-

ceeded to call the roll.
Mr. DOLE. Mr. president, I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. BYRD addressed the Chair.
The PRESIDING OFFICER. The

Senator from West Virginia.
Mr. BYRD. On behalf of Mr. M0YNI-

EAN, I make the following unanimous-
consent request: I ask ianimous con-
sent that floor privileges be granted
during the disposition of the pending
social security measure to Dr. John
Hambor, Director of the Division of
Economic Research in Office of Re-
search & Statistics, Social Security,
Administration. He Is serving as a leg-
islative fellow in the office of Senator
M0YNIHAN at this time. It Is a bit of an
unusual request, but I hope the
Senate will grant it.

The PRESIDING OFFICER. Is
there objection?

The Chair hears none, and it Is so
ordered.

Mr. BYRD. I thank the Senator
from Kanasas.

Mr. MOYNIHAN. Mr. President,
may I express my appreciation to the
minority leader for his courtesy in this
matter and to the Senate. Dr. Hambor
is a respected authority on the issues
of fact that will come before the
Senate.

Mr: BYRD. I thank the Senator.
Mr. DOLE. Mr. president, I suggest

the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The assistant legislative clerk pro-

ceeded to call the roll.
Mr. LEVIN. Mr. president, I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

CONGRESSIONAL RECORD — SENATE



SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The Senate continued with the con-
sideration of H.R. 1900.

UP AMENDMEN'J' NO. 67

(Subsequently numbered amendment No.
516.)

Mr. DOLE. Mr. President, I send to
the desk a Finance Committee amend-
ment and ask for its immediate consid-
eration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Kansas (Mr. DOLE) pro-
poses an imprinted amendment numbered
67.

Mr. DOLE. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
Strike out all after the enacting clause

and insert in lieu thereof:
SHORT TITLE

SECTION 1. This Act, with the following
able of contents. may becjted as the "Social
Security Amendments 011983

TABLE OF CONTENTS
Sec. 1. Short title.

TITLE I—SOCIAL SECURITY
PRTA—C'HANGES IN COVERAGE

Sec. 101. Coverage of newLj hired Fecieral
empo1jees.

Sec. 102. Coverage of employees of nonprof-
it organ izations.

Sec. 103. Duration of ag,eement for cover-
•age of State and ooal enploy-
ees.

Sec. 104. Exclujon vi services performed by
members of certain teligious
sects.

PARr B—CHANGES IN BENEFITS
Sec. 111. Shift of cost-of-living adjustments

to calendar year basis.
Sec. 112. Elimination of u.inQ'a7l benefits

for persons with pensions from
noncovered employment.

Sec. 113. Benefits for divorced or disabled
widow or widower who remar-
ries.

Sec. 114. Change in indexing for deferred
survivor benefits.

Sec. 715. Benefits for divorced pouse re-
gardless of whether former
spouse has retired.

Sec. .116. increase in benefit amount for dis-
zbled widows and widowers.

Sec. 117. Adjustrne7jt to cost-of.livinq in-
crease when trust fund ratio
falls below 20 percent.

Sec. 118. (ncreae in old-age insurance
benefit amounts on account of
dela yea ret renieflt

Sec. 119. Increase in retirement age.
Sec. 120. Adjustments to 0A5D1 benefiL for-

mula.
Sec. 121. Phaseout of earnings limitation

for beneficzarjes who have at-
taned retirement age.

Sec. 122. !ncroase in dropout years for time
spent in child care.
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Sec. 123. Limitation on payments to prison-

ers.
Sec. 124. Limitations on payments to non

resident aliens.
Sec. 125. Reduction of cost-of-living in-

crease if trust funds ratio is
below 20 percent and declining.

PART C—REVENUE PROVISIONS

Sec. .131. Ta,ration of Social Secvrity and
tier 7 railroaa retirement bene-
fiLs.

Sec. 132. Acceleration of increases in FICA
taxes; 1984 employee tax credit.

Sec. 133. Tames on self-employment income;
credit against such taxes.

P4RT D—MISCELLAJVEOtJS FINANCING
PROVISIONS

Sec. 141. Allocation to Disability Insurance
Trust Fund.

Sec. 142. Interfund borrowing extension.
Sec. 143. Crediting amounts of unnegotiat-

ed checks to trust funds.
Sec. 144. Transfer to trust funds for costs of

benefits attributable to mili-
tary service before 1957.

Sec. 145. Payment to trust funds of amounts
eqzLivaleflt to taxes on service
in the uniformed services per-
formed after 1956.

Sec. .146. Trust fund investment procedure.
Sec. 147. Addition af public members to

trust fund board of trustees.
Sec. 148. Payment schedule by State and

local governments.
Sec. 149. Normalized crediting of social se-

curity taxes to trust funds.
Sec. 150. Amounts received under certain

deferred compensation and
salary reduction arrangements
treated as wages for FICA
taxes.

Sec. 151. Codification of Rowan decision
with respect to meals and lodg-
ing.

Sec. 152. Treatment of contributions under
simpl ified employee pensions.

TITLE Il—SUPPLEMENTAL SECURITY
INCOME

Sec. 201. Increase in benefit 'standard.
Sec. 202. Adjustments in Federal SSI pass-

through provisions.
Sec. 203. Notification with respect to SSI

pro gram.
TIJLE 111—MEDICARE

Sec. 301. Medicare payments for inpatient
hospital services on the basis of
prospective rates.

Sec. 302. Cor&fonnung anwndme-nts.
Sec. 303. Reports, experiments, and demon-

st ration projects.
Sec. 304. Effective dates.
Sec. 305. Delay in provision relating to hos-

pital-based skilled nursing
facilities.

Sec. 306. Shift in part .B premium to coin-
cide with cost-of-living in-
crease.

Sec. 307. Shift in v&untary part A premium
to coinc2de with cost-of-living
increase.

TITLE IV— UNEMPLOYMENT
COMPENSATION

PART A—FEDERAL SUPPLEIP1ENTA)
COMPENSATION

Sec. 401. Extension of program,
Sec. 402. Number of wee/cs for which com-

pensation payable.
Sec. 4C3. Effective date.

PART B—PRO VISIONS RELATING TO INTERE.T
AND CRDPT REDUCTIONS

Sec. 411. Deferral of interest.
Sec. 412. Cap on credit reduction.
Sec. 413. Average employer contribution

rate.
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Sec. 414. Dateforpaynwnt of interest.
Sec. 415. Recoupment of interest.

PART C—MISCELLANEOUS PROVISIONS

Sec. 421. Treatment of employees providing
services to educational institu-
tions.

Sec. 422. Extended benefits for individuals
who are hospitalized or on jury
duty.

TITLE I—SOCIAL SECURITY
PART A—CHANGES IN COVERAGE

COVERAGE OF NEWLY HIRED FEDERAL EMPLOYEES

SEC. 101. (a)(1) Section 210(a) of the Social
Security Act is amended by striking out
paragraphs (5) and (6) and inserting in lieu
thereof the following:

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

"(A) would not be included in the tcrm
'employment' for purposes of this subsection
by reason of the provisions of paragraph (5)
or (6) of this subsection as in effect on Janu-
ary 1, 1983, and

"(B) is performed by an individual who
has been continuously in the employ of the
United States or an instrumentality thereof
(including, solely for purposes of this para-
graph, the receipt of benefUs under the Civil
Service Retirement and D1,sability Fund, or
any other benefit.s (based upon service as an
employee) under another retireniezt system
established by a law of the United States for
employees of the Federal Government or
members of the Uniformed Services as being
'in the employ' of the United States) since
December 31, 1983 (and for this purpose an
individual who returns to the performance
of such service after a separation from such
service shall nevertheless be considered upon
such return as having been continuously in
the employ of the United States or an instru-
mentality thereof, regardless of whether the
period of such separation began before, on,
or after December 31, 1983, if the period of
such separation does not exceed 365 days);
except that this paragraph shall not apply
with respect to—

"(i) service performed as the President or
Vice President of the United States,

"(ii) service performed as a Member, Dele-
gate, or Resident Commissioner of or to the

- Congress,
"(iii) service performed as the Commis-

sioner of Social Security, or
"(iv) any other service in the legislative

branch of the Federal Government if such
service is perfor,ned by an individual who,
on December 31, 1983, is not subject to sub-
chapter III of chapter 83 of title 5, United
States Code.

"(6) Service performed in the employ of
the United States or any instrumentality of
the United States if such service is per-
formed—

"(A) n a penal institttion of the United
States by an inmate thereof;

"(B) by any individual as an employee in-
clude under section 5351(2) of title 5,
United States Code (relating to certain in-
terns, student nurses, and other student em-
ployees of hospitals of the Federal Govern-
ment), other than as a medical or denta'
intern or a medical or dental resident in
training; or

"(C) by any individual as an employee
serving on a temporary basis in case of fire,
storm, earthquake, flood, or other similar
emergencij;'

(2) Section 210(p) of such Act is amended
by striking out "provisions of—" and all
that foUow and tnserting in lieu thereof
"provisions of subsection (a)(5). '

(b)(1) Section 3121(b) of the Internal Reve-
nue Code of 1954 is amended by striking out
paragraphs (5) and (6) and inserting in lieu
thereof the follow2ng:

"(5) service performed in the employ of the
United States or any instrumentality of the
United States, fl such service—

"(A) would not be included in the term
'employment'for purposes of this subsection
by reason of the provisions of paragraph (5)
or (6) of this subsection as in effect on Janu-
ary 1, 1983, and

"(B) is performed by an individual who
has been con tinv.ously in the employ of the
United Stales or an instrumentality thereof
(including, solely for purposes of this para-
graph, the receipt of benefits under the Civil
Service Retirement and Disability Fund, or
any other benefits (based upon service as an
employee) under another retirement system
established by a law of the United States for
employees of the Federal Government or
members of the Uniformed Servfces as being
'in the employ' of the United States) since
December 31, 1983 (arid for this purpose an
individual who returns to the performance
of such service after a separation from such
service shall nevertheless be considered upon
such return as having been continuously in
the employ of the United States or an instru-
mentality thereof, regard'ess of whether the
period of such separation began before, on,
or after December 31, 1983, if the period of
such separation does not exceed 365 days);
except that this paragraph shall not apply
with respect to—

"(i) service performed as the President or
Vice President of the United States,

"(ii) service performed as a Member, Dele-
gate, or Resident Commissioner of or to the
Congress,

"(iii) service performed as the Commis-.
sioner of Social Securtty, or

"(iv) any other service in the legislative
branch of the Federal Government if such
service is performed by an individua' who,
on December 31, 1983, is not subject to sub-
chapter III of chapter 83 of title 5, United
States Code;

"(6) service performed in the employ of the
United States or any instrumentality of the
United States if such service is performed—

"(A) in a penal institution of the United
States by an inmate the reof

"(B) by any individual as an employee in-
cluded under section 5351(2) of title 5,
United Stases Code (relating to certain in-
terns, student nurses, and other student em-
ployees of hospitals of the Federal Govern-
ment), other than as a medical or dental
intern or a medical or dental resident in
training; or

"(C) by any individual as an employee
serving on a temporary basis in case of fire,
storm, earthquake, flood, or other similar
emergeflcy'

(2) Section 3121(u)(1) of such Code is
amended to read as follows:

"(1) IN GENERAL.—FOr pnrposes of the taxes
imposed by sections 3101(b) ani 3111(b),
subscction (b) shall be applied without
regard to paragraph (5) thereof. '.

(c) The amendments made by this section
shall be effective wtth respect to reinunera-
tion paid after December 31, 1983.

(d) Nothing in this Act shall reduce the ac-
crued entitlerncnts to flhture benefits under
the Federai Retirement System of current
and retired Federal employees and their
families.

COVERAGE OF EMPLOYEES OF NONPROFID
ORGANIZATIONS

SEC. 102. (a) Section 210(a)(8) of the Social
Securthi Act is amended by striking out sub-
paragraph (B) thereof and by striking out
"(A)" after '(8)'

(b)(1) Section 3121(b)(8) of the Internal
Revenue Code of 1954 is amended by strik-
ing out subparagraph (B) thereof and by
striking out "(A)" after "(8)'

(2) Subsection (Ic) of section 3121 of such
Code is repealed.
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(c) The aniendment made by this eclion

shall be effective 'Uh respect to rem unera-
lion paid after Deeinber 31, 1983.

(dl NotwU1standiug any proviMon of sec-
tion 3121(k) of the !nternal Revenze Code of
1954 (or any other provision of law) the
period for which a certificate is in effcct
under such section may not be terminated
on or after the date of the enactment of this
AcL

DURATION OF AGREEMENT FOR CO VERA GE OF
SJ'ATE AND LOCAL EMPLOYEES

SEC. 103. (a) Subsection (g) of Section 218
of the Social Security Act is amended to
react as follows:

'Duration of Agreement
"(g) No agreement under this section may

be terminated, in its entirety or with respect
to any coverage group, on or after the date
of ih enactment of the Socia' Security
ArneMinents of 1983. '

(b) The amendment made by subsection
(a) shall apply to any agreement in effect
under section 218 of the Social Security Act
on the date of the enactment of this Act,
without regard to whether a notice of termi-
nation was in effect on such date, and to
any agreement or modification thereof
which may become effective under such sec-
tion 218 after that date.

EXCLUSION OF SERVICES PERFORMED BY
MEMBERS OF CERTAIN RELIGIOUS SECTS

SEC. 104. (a) Section 3121 of the Internal
Revenue Code of 1954 is amended bi adding
at the end thereof the following new subsec-
tion:

"(v) MEMBERS OF CERTAIN R&uGiouS
FAITHS.—

"(1) EXEMPTION.—Any individual may fUe
an application (in such form and manner,
and with such official, as may be prescribed
by regulations under this chapter) for an ex-
emption from the tax imposed bi this chap-
ter with respect to wages paid to such indi-
vidual by an employer who is exempt from
the tax imposed under section 1401 by
reason of an exemption granted under sec-
tion 1402(g), if such individual z a member
of a recognized religious sect or division
thereof and is ai adherent of established
tenets or teachings of such sect or division
by reason of which he is consctentiously op-
posed to acceptance of the benefits of any
private or public insurance which makes
payments in the event of death, disability,
old-age, or retirement or makes payments
toward the cost of, or provides services for,
medical care (including the benefits of any
insurance system established by the Social
Security Act). Such exemption may be grant-
ed only if the application contains or is ac-
companied by—

"(A) such evidence of such individual's
membership in, and adherence to the tenets
or teachings of the sect or division thereof as
the SecretarY may require for purposes of de-
termining such individual's compliance
with the preceding sentence, and

"(B) his waiver of all benefits and other
paymcnts under titles II and XVIII of the
Social Sec!urit.y Act on the basis of his wages
and self-employment income as well as all
such benefits and other payments to him on
the basis of the wages and self-employment
income of any other person,
nd only if the Secretary of Health and
Human Services finds that—

"(i) such sect or division thereof has the
established tenets or teachings referred to in
Uze preceding sentence,

"(ii) it is the practice, and has been for a
period of time which he deem3 to be substan-
tiat, for members of such sect or division
thereof to make provzsion for their depend-
ent members which in his judgment is rea-
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sonable in view of their general level of
living, and

"(iii) such Sect or division thereof has
been in existence at all times since Decem-
ber 31, 1950.
An exemption may not be granted to any in-
divual if any benefit or other payment re-
ferred to in subparagraph (B) b€came pay-
able for, but for section 203 or 2 2(b) of the
Social Security Act, would have b. comc pay-
able) t or before £hc time of the filing of
such waiver.

"(2) PERIOD FOR WHICH EXEMPTION EFFEC-
TIVE.—An exemption granted to any individ-
ual pursuant to thi3- subsection shall apply
with respect to all taxable years beginning
after December 31, 1983, except that such ex-
emption shall not apply for any calendar
year—

"(A) beginning (i) before the calendar year
in which Such individual first met the re-
quirements of the first sentence of para-
graph (1), or (ii) before the time as of which
the Secretary c/Health and Human Services
finds that the sect or division thereof of
which such individual is a member met the
requirements of clauses (i) and (ii) of para-
graph 11), or

"(B) ending (i) after the time such indi-
vidual ceases to meet the requirements of the
first sentence of paragraph (1), or (ii) after
the time a of which the Secretary of Health
and Human Services finds that the sect or
division thereof of wh;ch he is a member
ceases to meet the requirements of clauses (i)
and (ii) of paragraph (1).

(b) Section 210(a) of the Social Security
Act is amended—

(1) bij striking out "or" at the end of para-
graph (19);

(2) by striking out the period at the end of
paragraph (20) and inserting in lieu thereof
'or' and

(3) bij adding at the end thereof the follow-
ing new paragraph:

"(21) Service performed in the employ of
an employer who is exempt from the tax im-
posed under section 1401 of the Internal
Revenue Code of 1954 by reason of an ex-
emption granted under section 1402(g) of
such Code, by an individual with respect to
whom an exemption has been granted (and
is applicable) under section 3121(v) of such
Code.

(c) Section 3121(b) of the Internal Revenue
Code of 1954 is amended—

(1) by striking out "or" at the end of para-
graph (19);

(2)bystrking out the period at 2he end of
paragraph (20) and inserting in lieu thereof
'or",ancj

(3) by adding at the end thereof the follow
ing new paragraph

"(21) seriyice performed, in the employ of
an employer who is exempt from the tax im-
posed under section 1401 by reason of an ex-
emption granted under section 1402(g), by
an individual with respect to whom an ex-
emption has been granted (and is applwa-
ble) under subsection (v) of this section. '

(dl Section 202(v) of the Social Security
Act is amended by inserting or 3121(v)"
after "1402(g)" each place it appears.

(e) The amendments made by this section
shall apply with respect to remuneration
paid after December 31, 1983.

Part B—Changes in Benefits
SIIIT OF COST-OF-Li viNcj J TUSTMENTS TO

CALENDAR YEAR BAIS

SEC. 111. (a)(1) Section 215(i)(2h'A)(ii) of
the Social Seetrtty Act is amended by strik-
ing out "June" and znserting in lieu thereof
"December

(2) Section 215(j)(2)t'A)(iij) of such Act is
amended by striking out 'Mai" and insert-
1ng in jieL thereof 'Wovernber".

(3) Section 215(i)(2)(Bi of such Act is
amended by striking out "May" each place

it appears and inserting in lieu thereof in
each instance "November"

(4) Section 203(f)(8)(A) of such Act is
amended by striking out "June" and insert-
ing in lieu thereof "December'

(5) Section 230(a) of such Act is amended
by strjlcjnq out "June" and inserting in lieu
thereof "December'

(61 Section 215(i)(2) of such Act as in
effect in December 1978, and as applied in
certain cases under the provisions of such
Act as in effect after December 1978, is
amended b st ru mg out "June" in subpara-
groph (A1(ii) and inserting in lieu thereof
"December' and by striking out "May" each
place it appears in subparagraph (B) and
inserting in 'ieu thereof in each instance
"November'

(7) Section 202(m) of such Act (as it ap-
plies in certain cases by reason of section 2
of Public Law 97-123) is amended by strik.
ing out "May' and inserting in lieu thereof
"November".

(8) The amendments made by this subsec-
tion shaN apply with respect to cost-of-
living increa,ses determined under section
215(i) of the Social Security Act for years
after 1982.

(b)(1) Section 215(i)(1)(A) of the Social Se-
curity Act is amended by striking out
"March 31" and inserting in lieu thereof
"September 30' and by striking out "1974"
and inserting Zn lieu thereof "1982'

(2) Section 215(i)(1)(A) of such Act as in
effect in December 1978, and as applied in
certain cases under the provisions of slzch
Act as n effect after December 1978, is
amended by striking out "March 31" and in•
serting inijeu thereof "September 30'

(3) The amendments made by this ubsec-
tion shall apply with respect to cost-of-
living increases determined under section
215(i) of the Social Security Act for years
after 1983.

(c) Section 215(i)(4) of such Act is amend-
ed by inserting ", and as amended by section
201 (a)(6) nd (b)(2) of the Social Security
Amendments of 1983," after "as in effect.in
December 1978'

(d) Notwithstanding any provision to the
contrary in section 215(i) of the Social Secu-
rity Act, the "base quarter" (as defined in
paragraph (1)(A)(i) of such section) in the
calendar year 1983 shall be a "cost-of-living
computation quarter" Within the meaning
of paragraph (1)(B) of such section (and
shall be deemed to have been determined by
the Secretary of Health and Human Services
to be a "Cost-of-living computation quarter"
under paragraph (2.'(A) of such secfton) for
all of the purposes of such Act as amended
by this section and by other provisions of
this Act, w2thout regard to the extent by
which the Consumer Price Index has in-
creased since the last prior cost-of-living
computation Quarter which was estabU shed
under such paragraph (11(B).
ELIMINAT!ON OF WINDFALL BENEFITS FOR INDI-

VIDUALS RECEIVING PENSIONS FROM NONCO-
VERED JWLOYMENT
SF. 112. (a) Sectian 215(a) of the Social

Security Act w cmended by adding at the
end thereof the following new paragraph;

"(7)(A) In the case of an individual who
was not eligbe for an old-age or disability
zn.urance benefit for Decenther 1983 and
whose pnavy insurance amount would be
computed under paragraph (1) of this sub-
section, and who first becomes eligible after
1983 o a monthly periodic payment (or a
paymeng eterinined under subparagraph
(D)) based (n whole or in Vart) upon his
earnings for service which did not consti-
tute 'employment' as defined in section 210for purposes of this title (hereafter in this
paragraph and in subsection (d)(5) refer-red
to as 'noncovered service') of at least one
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year's duration, the primary insurance
amount of that individual during his enti-
tlement to old-age or disability insurance
benefits shall be computed or recomputed
under subparagraph (B) with respect to the
initial month in which the individual be-
comes el2gible for such benefits, and shall be
periodically recomputed thereafter at such
times as the Secretary determines there has
been a signficant change in the amount of
such periodic payment.

"(B)(ii) If paragraph (1) of this subsection
would apply to that individual (except for
subparagraph (.4) of this paragraph), there
shall first be computed an amount equal to
the individual's primary insurance amount
under this subsection (other than this para.
graph), except that for purposes of such com-
putation the percentage of the individual's
average indexed monthly earnings estab-
lished by subparagraph (A)(i) of paragraph
(1) shall be the percent specified in clause
(ii). There shall then be computed (without
regard to this paragraph) a second amount,
which shall be equal to the individual's pri.
mary insurance amount under this subsec-
tion (other than this paragraph), except that
such second amount shall be reduced by an
amount equal to the applicable fraction (as
determined under subparagraph (E)) of the
portion of the monthly periodic payment at-
tributable to noncovered service to which
the individual is entitled (or deemed to be
entiUed) for the month for which such old-
age or disability in$urance benefits are pay-
able. For purposes of the preceding sentence
the portion of the monthly periodic payment
attñbutable to noncovered service shall be
that portion of such payment which bears
the same ratio to the amount of such pay-
ment as the number of months of service in
noncovered service to which such benefit is
attributable (but only counting any such
months occurring after 1956) bears to the
total number of months of service to which
such benefit is attributable. The individual's
primary insurance amount shall be the
larger of the two amounts computed under
this subparagraph (before the application of
s-ubsection (i)) and shall be deemed to be
computed under paragraph (1) of this sub-
section for the purpose of applying other
pro v2rons of this title.

"(ii) For purposes of clause (i), the percent
specified in this clause is—

"(I) 78.4 percent, with respect to individ-
uals who initially become eligible for old age
or disability insurance benefits, or who die
(before becoming eligible for such benefits)
in 1984;

"(II) 66-8 percent with respect to individ-
uals who so become eligible or die in 1985;

"(III) 55.2 percent with respect to individ-
uals who so become eligible or die in 1986;

"(IV) 43.6 perce'&t with respect to individ-
uals who so become eligible or die in 1987;
and

"(V) 3Z0 percent with respect to individ-
uals who so become eligible or die in 1988 or
thereafter.

"(C) No primary insurance amount may
be reduced by reason of this paragraph
below the amount of the primary insurance
amount as determined under paragraph
(1)(C)(i).

"(D)(i) Any periodic payment that other-
wise meets the requirements of subpara.
graph (A), but which is paid on other than a
monthly basis, shall be allocated on a basis
equivalent to a monthly payment (as deter-
mined by the Secretary), and such equiva-
lent monthly payment shall constitute a
monthly periodic payment for purposes of
this paragraph.

"(ii) In the case of an individual who has
elected to receive a. periodic payment that
has been reduced so as to provide a survi-
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vors benefit to any other individual, the
payment is deemed to be increased (for the
purpose of any computation under this
paragraph) by such reduction.

"(iti) LI an individual to whom subpara-
graph (A) applies is eligible for a periodic
payment beginning with a month that is
subsequent to the month in Which he be-
comes eligible for old-age or disability insur-
ance benefits, the amount of that payment
for purpost3 of subparagraph (B) shall be
deemed to be the amount to Which he is, or
is deemed, to become entitled (subject to
clauses (1), (ii), and (iv) of this subpara-
graph) in such snbsequent month.

"(iv) For purposes of this st,bparagraph,
the term 'pertodic payment' includes a pay-
ment payable in a lu;np sum if it i a com-
mutation of, or a substitute for, periodic
payments.

"(E) For purposes of subiara graph (B), the
applicable fraction is—

"Ii) in the case of an individual who first
becomes eligible during 1984 to a monthly
penodic payment described in subpara-
graph (A), one-fifteenth,

"(ii) in the case of an individual who first
becomes eligible during 1985 to a monthly
pertodic payment described in subpara-
graph (A), two-f ifteenths,

"(iii) in the case of an individual who
firt becomes eligtble during 1986 to a
monthly perLodc payment described in sub-
paragraph (A), one-fifth,

"(iv) in the cise of an individual who first
becomes eligible during 1987 to a monthly
periodic payment described in subpara-
graph (A), four-fifteenthS, and

"(v) in the case of an individual who first
becomes eligible durLng 1988 or thereafter to
a monthly periodic pa?/ment described in
subparagraph (A), one-thirL

"(F) This paragraph shall not apply in the
case of an individual who has more than 30
years of coverage (as defined in paragraph
(1)(C)(ii). In the case of an individual who
has more than 24 years of coverage (as so de-
fined), the figure '32 percent' in subpara-
graph (B) shall, if larger, be deemed to be—

"(i) 90 percent, in the case of an individu-
al who has 30 or more of such years of cover-
age;

"(ii) 80 percent, in the case of an individu-
al who has 29 of such years;

'(ui) 70 percent, in the case of an individ-
ital who has 28 of such years;

"(iv) 60 percent, in the case of an individ-
ual who has 27 of such years;

"(v) 50 percent, in the case of an indivi4u-
al Who has 26 of such years; and

"(vi) 40 percent, in the case of an inctivid-
ual who has 25 of such years. ".

(b) Section 215(d) of such Act is amended
by adding at the end thereof the following
new paragraph:

"(5)(A) In the case of an individual who
was not eligible for an old-age or disability
insurance benefit for December 1983 and
whose irimary insurance amount is not
computed under paragraph (1) af subsection
(a) by reason of paragraph (4)(B)(ii) of that
subsection, and who first becomes eligible
after 1983 to a monthly periodic payment
(or a payment determined tinder subsection
(a)(7)(D)) based (in whole or in part) upon
his earnings in noncovered service of at
least one year's duration, his primary in.sur-
ance amount for purposes of his entitlement
to old-age or disability insurance benefits
shall be the prtmary insurance amount com-
puted or recomputed under this subsection
(without regard to this paragraph and
before the applicition of subsection (i)) re-
duced by an anwunt - equal to the smaller
of—

"(i) one-half of the primary znsurance
amount (computed without regard to this
-iaragraph and before the application of
subsection (i)), or

"(ii) the, applicable fraction (as deter-
mined under subparagraph (B)) of the por-
tion of the monthly periodic payment (or
payment determined under subsection
(a)(7)(D)) attributable to noncovered service
to which that inaiviiual is entieled (w
deemed to be entitled) for the inUial month
of 1j elijibUUy for bid-age or disability in-
surance benefits.
For vurposes of the preceding sentence, the
portion of the rnonth!y periodic payrien at-
tributable to noncovered sen,ice thall be
that portion of such payment which bears
the same ratio to the amount of such pay-
ment as the number of months of service in.
noncovered service to which such benefit is
attributable bcars to thc total number of
months of service to which such benefit is
attributable. The amount of such pertodic
payment for purposes of clause (ii) shall be
perodi&ly recomputed at such times as the
Secretary dctermines there hs been a sig-
nificant change in the arnount of such pen-
odic payment.

"03) For purposes of subparagraph 'A), the
applicable fraction is—

"(i) in the case of an individual who first
becomes eligible during 1984 to a monthly
periodic payment' described in subpara-
graph (A), one-fifteenth,

"(ii) in the case of an individual who first
becomes eligible during 1985 to a monthly
periodic payment descrL bed in subpara-
graph (A), two-fifteenths,

"(iii) in the case of an individual who
first becomes eligible durtng 1986 o a
monthly pertodic payment descñbed in sub-
pangraph (A), one-fifth,

"(iv) in the case of an individual who first
becomes eligible during 1987 to a monthly
periodic payment described in subpara-
graph (A), four-fifteeflths, and

"(v) in the case of an individual who first
becomes eligible durLng 1988 or thereafter to
a monthly periodic payment de3cribed in
subparagraph (A), one-third.

"(C) No primary insurance amount may
be reduced by reason of this paragraph
below the amount of the pñmary insurance
amount as determined under subsection
(a)(1)(C)(i). '

(c) Section 215(f) of such Act is amended
by adding at the end the following new
paragraph:

"(9)(A) In the case of an individual who
first becomes eligible for a periodic payment
determined under subsection (a)(7)(A) or
(a)(7)(D) in a month subsequent to the first
month in Which he becomes eligible for an
old-age or disability insurance benefit, and
whose pflmary insurance amount has been
computed without regard to either such sub-
section or subsection (cZ)(5), such ndzvid-
ual's primary insurance amount shall be re-
computed., in accordance with etther such
subsection or subsection (d)(5), as may be
app1iccble, effective with the first month of
his concurrent iligibility for either such
benefit and such pertodic payment.

"(B) If an individual's prLrnary insurance
amount has been computed under subsec-
tion (a)(7) or (d)(5), and it becomes neces-
sary to recompute that primary insurance
amount under this subsection—

"(i) so as to increase the monthly benefit
amount payable with respect to such pri-
mary insurance amount (other than in the
case of the individual's death), such in-
crease shall be determined as thou7h such
primary insurance amount had initially
been computed without regard to subsection
(a)(7) or (d)(5) or

"(ii) by reason of the individual's death,
such prLmary insurance amount shall be re.
computed without regard to (and as though
it had never been computed with regard to)
subsection (a)(7) or (d)(5).
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"(C) In the case of any inctñdua! whose
primary nsurG.ne amount is .c?thi'Cf to the
reQiLirem.(flt.' of sub.wctofl (a)(7) o (dE5),
the vmcuvt of .uch pñniari uanc
arnoijnt thai l" i mu.Ui mr ' he rc'-

qti7ed under such snhs"c'ic'ns by reaswi of a
sqnifiCa?U' cha?7€ n the amouH( of thc reh'-
t'ant peñodi payflA1Zt."

(di &cton 202(e)(2.'(B)(i) and
202(f)(3)(B)(i) of such Act a7e each amended
bi t'-iknP mit 'sectin 215 ff,i(51 or (6)" and
inserting in 1ic thereof "section 215'fJt'5),
215f.)(6), or 215W(9)(B)'
BENEFITS FOR SUR Vi VING DIVORCED SPOuSES

AN)) DLABLED WIDOWS AND WJDOWR WHO
REMARY
SEc. 113. (a)(1) Section 202(e)(3) of the

Scia Security Act is repealed.
(2) Section 202(e) (4) of such Act s amend-

ccl to rec'd as follows:
"(4) For purposes of paragraph (1), if—
"(A) a widow or a surviving divorced wife

marries after attaining age 60, or
"(B) a disabled widow or di3abled surviv-

ing dLvorced Wife described in paragraph
(1)(B)(ii) marhes after attaining age 50,
such marriage shafl be deemed not to have
occurred. '

(b)(1) Section 202(f)(4) of such Act i, re-
pealed.

(2) Section 202(f) (5) of such Act is amend-
ed to rec,d as follows:

"(5) For purposes of paragraph (1), if—
"(A) a widower marñes after attaining

age 60, or
"(B) a disab'ed widower descrL bed in

paragraph (1)(B)(ii) marrtes after attaining
age 50,
such marriage shall be deemed not to have
occurred. "

(c)(1) The amendments made by subsec-
tion (a) shall be effective iiitth respect to
monthly benefits payable under title II of
the Social SecurLty Act for month3 after De-
cember 1983.

(2) In the case of an individual who was
not entitled to a monthly benefit under title
II of such Act for December 1983, no benefit
shall be paid under such title by reason Qf

such amendments unless proper application
for such benefit is made.
DETZRMINATJON OF PRIMARY INSURANCE AMOUNT

FOR DEFERRED SURVIVOR BENEFITS

SEC. 114. (a) Section 215(a) of the Social
SecurLty Act is amended bii adding at the
end thereof the following new paragraph.

"(8)(A) If a person is entitled to benefits
under subsection (e) or (f) of section 202 on
the basis of the wages and selfe,nploVmeflt
income of a decea.ed individual whose prt-
mary insurance amount would otherwise be
determined under paragraph (1), the prt-
mary insurance amount of such deceased in-
dimdual shall be determined, for purposes of
determining the amount of the benefit under
such subsection, as (1 such deceased individ-
ual died in the year in which the person en-
titled to benefits under such subsection first
became eligible for such benefits or, If earli-
er, the year in which such deceased ndivid-
ua would have attained age 62 if he had not
died (except that the actual year of death of
such deceased individual shall be used for
purposes of section 215(b)(2)(B) (ii) (II)).

"(B) Notwithstanding subparagraph (A),

if a person—
"i is entitled to benefits under subsection

(e) or (f) of section 202 on the basis of the
wages and self.employmene income of a de-
ceased individual, and

"(ii) was entitled to benefits under this
title on the ba,zs of the wages and self-em-
ployment income of sizch deceased 1ndivldU-
al in the month before the month in which
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such person became eligible for the benefits
descrz bed in clause (ii,
the przmary nsurance amount of such de-
ceased individzl shall be the primary in-
surance amount determined under the rules
which would apply (but for subparagraph
(A)) or the przrnary insurance amount deter-
mined under subparagraph (A), whchevcr is
larger.".
(b) The amendments made by szbsection

(a) shall apply to the benefits of individuals
who become elW,ble for benefits under sec-
t'on 202 (e) and (f) of the Social SecurityAct
after December 1984.
BENEFITS FOR DIVORD SF0 US R':GARDLESS OF

WHETh'ER FORMER SPOUSE HAS RETIRED

SEC. 115. (a) Section 202(b) of the Social
Security Act is amended by adding at the
end thereof the following new paragraph:

"(5) For purposes of determining the enti-
tlement of a divorced wife to a benefit under
this subsection and the amount of such
benefit, in the case of a wife who has been
divorced from her former husband for a
perzod of not less than 24 months—

"(A) such former husband shall be deemed
to be entitled to an old-age insurance benefit
if he would be entitled to such a benefit if he
applied the refor; and

"(B) the amount of such benefit for such
divorced wife shall be determined without
regard to reductions which are or would be
made under section 203 on account of work
performed by such former husband.

(b)(1) The amendment made by subsection
(a) shall be effective with respect to monthly
benefits payable under title II of the Social
Security Act for months after December
1 984.

(2) In the ca3e of an individual who was
not entitled to a monthly benefit under title
II of such Act .fur December 1984, no benefit
shall be paid under such title by reason of
such amendment unless p roper application
for such benefit 7-8 made.

INCREASE IN BENEFIT AMOUNT FOR DISABLE])
WIDOWS AND WIDOWERS

SEC. 116. (a)(1) Section 202(q)(1) of the
Social Security Act is amended by striking
out the semicolon at the end of svbpara-
graph (B)(ii) and all that follows and insert-
ing in lieu thereof a period.

(2) Section 202(q)(6) of such Act is amend-
ed to read as follows:

'(6) For purposes of this subsectton, the
'reduction period'for an old-age, wife's, hus-
band's, wzdows, or widower's insurance
benefit is the period beginning—

"(A) in the case of an old-age or husband's
insurance benefit, with the first day of the
first month for whwh such individual is en-
titled to such benefit,
"(B) in the case of a wife's insurance bene-

fit, with the first day of the first month foruhch a certificate descrzbed in paragraph
(5)(A)(i) is effective, or

"(C) in the case of a widow's or widower's
insurance benefit, with the first day of thefirst month for which such individual is en-
titled to such benefit or the first day of the
month in which such individual attains age
60, whichever is later,
and ending with the last day of the month
before the month in which such individual
attains retirement age. '

(3) Section 202(q.(7) of such Act s amend-
ed by strikzng out the matter preceding sub-
paragraph (A) and insert Dig in lieu thereof
the following:

"(7) For purposes of this subsection, the
'adjusted reduction period' for an old-age,
imfes, husband's, widow's, or widower's in-
surance benefit is the reductwn period pre-
scrz bed paragraph (6) for such benefit, ex-cluding— '

(4) Paragraphs (1)(B)(i), (3)(E)(ii, and(3)(F)ii of secUon 202(q,' of such Act are

each amended by striking out "(6)(A)" and
insertzng in lieu thereof in each instance
"(6)".

(5) Section 202(q)(3)(G) of such Act is
amended by strUcing out "paragraph (6)(A)
(Or, if such paragraph does not apply, the
perzod srecified in Paragraph (6)(B))" and
inserting in lieu thereof "paragraph (6)'

(6) Section 202(q)(10) of such Act is
amended—

(A) by striking out 'or an additional ad-
justed reduction period'

(B) in subparagravhs (B)(i), (C)(i), and
(C)(ii), by striking oue ", plus the number of
months zn the adjusted additional reduction
period multiplied by 44 of I percent' and

(C) in subparagraph (B)(i'U, by striking
out ", plus the number of months in the ad-
ditzonal reduction period multiplied by
of 1 percent'

(b)(1) The amendments made by this sec-
tion shall be effective with respect to month-
ly benefits under title II of the Social Secu-
rity Act for months after December 1983.

(2) In the case of an individual who was
not entitled to a monthly benefit under title
II of such Act for December 1983, no benefit
shall be paid under such title by reason of
such amendments unless proper application
for such benefit is made.
ADJUSTMENT TO COST-OF-LIVING INCREASE WHEN

TRUST FUND R4TIO FALLS BELOW 20 PERCENT
SEC. 117. (a) Section 215(i)(2)(A)(ii) of the

Social Security Act is amended; in the
matter following clause (III), by striking out
"The increase shall be derived" and insert-
zng in lieu thereof "Except as otherwise pro-
vided in paragraph (5), the increase shall bederived '

(b) Section 215(i) of such Act is amended
by adding at the end thereof the following
new paragraph:
"(5(A) The amount of the increase under

paragraph (2) to become effective for month-
ly benefits payable for December 1988 or any
December thereafter shall, if the Secretary
makes a finding under this paragraph that
the combined trust funds ratio (as defined
in subparagraph (D)) as of the start of busi-
ness on January 1 of the calendar year in
which such December falls is les8 than 20.0
percent, be determined under paragraph (2)by substituting—

"(ii the percentage (rounded to the nearest
one-tenth of 1 percent) by which the average
of the total wages for the preceding calendar
year (as determined for purposes of subsec-
tion (b)(3)(A)(ii)) exceeds such average for
the second preceding calendar year (and (f
no increase in such wages took place, the
percentage shall be deemed to be zero), for".'ii) he percentage otherwise applicable
under paragraph (2),
but only if the percentage determined under
clause (1) is less than the percentage deter-
mined under clause (ii).

"(B) In ant, case in which a cost-of-living
adjustment would not be made under this
subsection on account of the relevant in-
crease in the Consumer Price Index being
less than 3 percent, no such cost-of-living in-
crease shall be made by reason of this para-
graph. For purposes of any subsequent deter-
mination of a cost-of-living increase based
upon a period of more than 12 months, the
percentage of the cost-of-living increase (if
any) to be applied under Paragraph (2) shall
be the sum of the percentage increases foreach relevant 12-month period in such
longer perzod which would have been effec-
tive under this subsection (including this
paragraph) but for the provision of para-graph (1) which limits such increases only
to cases in which (lie relevant increase n
the Consumer Price Index is eqnal to or
greater than 3 percent.

"(C) The Secretary shall make the finding
with respect to the combined trust funds
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ratio (as of the start of business on January
1 of each calendar year) on October 1 of
each calendar year, based upon the most
recent data available as of that time.

"(D) For purposes of this paragraph, the
term 'combined trust funds ratio' means the
ratio of—

'(i) the combined balance in the Fcderal
Oki-Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance
Trust Fund, reduced by the amount of any
outstanding loan (including interest there-
on) from the Federal Hospital Insurance
Trust Fund, as of the start of business on
January 1 of anj calendar year, to

"(ft) the amount estimated by the Secre-
tar, to be the total amount to be paid from
the Federal Old-Age and Survivors Insur-
ance Trust Fund and the Federal Disability
Insurance Trust Fund during such calendar
year for all purposes authorized by sectiOn
201, but excluding any transfer payments be-
tween such trust funds and reducing the
amount of any transfer to the Railroad Re-
tirement Account by the amount of any
transfers into either such trust fund from
the Railroad Retirement Account.

"(E) If any increase under paragraph (2)
has been determined on the basis of the sub-
stitute formula in subparagraph (A)(i) of
this paragraph, and, for any succeeding cal-
endar year, the Secretary determines that
the combined trust funds ratio is greater
than 32.0 percent, the Secretary shall pay
additional benefits with respect to the 12-
month period be'inning with the following
December in amounts not to exceed—

"(i) in the aggregate, a total amount
which, according to actuarial estimate,
equals the amount by which the balance in
such trust funds on the date of such determi-
nation exceeds the amount necessary to
effect a combined trust funds ratio of 32.0
percent for the following year; and

"(ii) with respect to any individual, for
benefits for each month in such 12-month
period; an amount equal to one-twelfth of
the total amount by which all benefits paid
to him during all previous years were less
than the amounts which would have been
paid to him but for the provisions of this
paragraph.
Such additional benefits shall be paid as a
percentage zncrease in the monthly benefits
otherwise payable for months during such
12-month period. If there are not sufficient
funds available to pay additional benefits in
the full amount to all individuals (taking
into account the limitation in clause (i)),
amounts paid under this subparagraph shall
be paid on a pro rata basis to all ndvd-
uals who are entitled to any such amount
and are entitled to a benefit under this title
for the months in which such additional
amounts are being paid.

"(F) In any case in which additional pay-
ments are made by reason of the pro visions
of subparagraph (E), for purposes of deter-
mining benefit amounts for months after the
12-month period for which such additional
benefits were made, the percentage increase
under th2s subsection applicable to benefits
payable for such 12-month period shall be
deemed to be the actual percentage achieved
by reason of such additional payments (as
measured with respect to payments which
are not subject to reduction under any other
provision of this Act). "

(c) Only with respect to the determination
made for January 1, 1988, the combined
trust fund ratio for such year (for purposes
of determining the increase under section
215(1J of the Social Security Ac for benefits
payable for December of such year) shall be
determined by us2ng the actuarial estimate
of the Secretary of Health and Human serv-ices of the ratio of—
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(1) the combined balance which Will be

available in the Federal Old-Age and Sirvi-
vors Insurance Trust Fund and the Federal
Disability Insurance Trust Fund, reduced by
the amount of any outstanding loan (in-
cluding interest thereorJ from the Federal
Hospital Insurance Trust Fund, at the close
of business on December 31 of such calendar
year, to

(2) the amount estimated by the Secretary
to be the total amount to be paid from the
Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability In-
surance Trust Fund for calendar year 1988
for all purposes authorized by section 201 of
such Act, but excluding any ran.sfer pay-
ments between such trust funds, and reuc-
ing the amount of any transfer to the Rail-
road Retirement AccopLt by the amount of
any transfers into either such trust fund
from the Railroad Retirement Account.

(d) Section 1617(a)(2) of the Social Secu-
rity Act is amended by inserting ", or, if
greater, the percentage by which benefit
amounts under title II would be increased
for such month but for the provisions of sec-
tion 215(i)(5)," after "are increased for such
month".

LNCRL4SE IN OLD-AGE INSURANCE BEREFI2
4MOuvrS ON 4CCOUNT OF DELA YED RETIREMENT

SEC. 118. (a) Section 202(w)(1)(A) of the
Social Secuntij Act is amended to read as
follows:

"(A) the applicable percentage (as detei-
mined under paragraph (6)) of such ornoun4
multiplied by".

(b) Section 22(w) of such Ac is amended
by adding at the end thereof the follawing
new paragraph.

"(6) For purposes of paz'agraph (1)(A), the
appZica,e percentage is—

"(A) of 1 percent in the ease of an indi-
vidtw1 wtofst becomes eligible foT am old-
age insurance benefi before 1979; and

'.B) 5 oil percent i üe case of an *zdi-
viduat w?w first becomes so eLigible after
1978, and before 199Cc

'(C) in. tJe case of an ivi.iueJ who first
becomes so eligible after 19. and before
2009, a percentage equal to the perceztage tn
effect undei th subparagraph foi iiuLivid-
uals who first became eligible in the preced-
ing calendar year (as imcvea.9ed purauant to
this clause), plus 3 of 1 percent, and

"(Di in the case of an individual wh.o first
becomes so etigible after 2008, % of 1 per-
cen.L

(c)f1) Paragraphs (Z)(A) anct (3) of section
202(w) of such Act are each amended bj
striking out "age 72" and inserting in lieu
thereof "age 7(1"

(2) The amendments made by paragraph
(1) shall apply witji respect to increment
months in calendar years after 1983.

JNCRE4SE IN REflREMFNT AGE

SEC. 119. (z) Section 216 of the gocial Se-
curity Act is amended bi znserttng before
subsection (b the following new subsection.'

"Retirement Age
"(a) (I) The term retirement age' means—
'(A) with respect to an Individual who at-

tains the early retfremen.t age (as defined 'in
paragraph (2)) before January 1, 2000, 65
years of age;

"(B) with respect to an individual who at-
tains early retirement age after December
31, 1999, and before January 1, 2012, 65
years of age plus the number of months in
the age increase factor (as determined under
paragraph (3)) for the year in which such in-
dividual attains early retirement age; and

"(C) with respect to an individual who at.
tains early retirement age after December
31, 2014, 66 years of age.

"(2) The term early retirement age' means
age 62 in the case of an old-age, wife's, or

husbond's benefit; and age 60 in the case of
a widow's or widower's benefit.

"(3) The age increase factor for indivd-
uals who attain early retirement age in the
period described in subparagraph (B) shall
be equal to one-tweLfth of the number of
months in the period beginning with Janu-
ary 2000 and ending with December of the
year in which the individuaZ attains early
retirement age.

(b)(1) Section 202(q)(9) of such Act is
amended to read as follows:

"(9) The amount of the reduction for early
retirement specified in paragraph (1) shall
be periodically revised by the Secretary such
that—

"(A) for old-age insurance benefits, wife's
insurance benefits, and hiband's insurance
benefits, the reduction applicable to an indi-
vidual entitted to such a benefit at an age
not more than 3 years lower than the retire-
ment age applicable to such Individual,
shall be the same as under such paragraph
(1), and such reduction shall be increased by
five-twelfths of 1 percent for each month
below that age which i 3 years lower than
the app'icable retirement age; and

"(B) for widows insurance benefits and
widower's Insurance benefits, the reduction
for those entitled to such benefits at the ear-
liest posstbe early retirement age shall be
the same as specified in paragraph and
those for Later ages shall be established by
ji'near imerpoZation between the applicabie
reducttoit for such earliest possibie early re-
tirement age and a factor of unity at the ap-
plicable retirement age.'

(2) Section 202(g)(1J of such Act i3 amend-
ed by striking out "If" and inserting in lieu
thereof "Subject to paragraph (9), if"..

(c) The Social Security Act is atnende4—
(1) by strzking out "age 65'or 'ageof65'

as the ease ma'i be, each place it appears in
the following seetion3 and inserting in lieu
thereof in each instance "retfreraent age (as
defined ii ectEom 2UAa)Y:

(A) subwtons ia), (b), (ci. (dJ; fe), (f), (q),
(r), and (w) ofection 202,

(B) subaectten3 (a) aiut (f} of aection 203,
(C) section 211(bJ(3),
fD suhsecian (Ii of section 215,
(E) subsectian fh) and (U of section 216,
(F) section 223(a),
(G) sub.ections (a), (W, pc), and (el a! sec-

tion 226,
(H) section 2811,
(I) aectiam Z8i8r(a)1),
(.1) ection U36(2).
(K) section Z837
(LI subsections ed and (I) of section 1839,
Mi 3ection 1838,
(N) section 1844(a), and
(0) section 1876(a)(5):
(2) by strilcing out "age siry-five" in sec-

tion 2a3(c) and in3erting in tiei thereof "re-
tirement age (as defined i section 216(a))";
and

(3) by striking out "age cf sitij-flve" in
section 223(a) and inserting in lteu thereof
"rettrement age (as defined in section
216a))".

ADJTJSIMENTS iN OASDI BNEFfl FORMULA

SEC. 120. (a) Section 215(a)(1)(A) of the
Social Security Act is amended by strthng
out '90 percent" in clause (I), "32 percent"
in cla.use (Ii), and "15 percent" in clause
(iii) and inserting in lieu thereof in each n-
stance "the applicable percentage (deter-
mined under paragraph (8))'

(b) The first sentence of section
215(a)(7)(B) of such Act (as added by section
113(a) of this Act) is amended by striking
out "61 percent" and inserting in lieu there-
of "the applicable percentage as determined
under paragraph (8) '

(c) Section 215(a) of Such Act is further
amended by adding at the end thereof (after
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the new paragraph added bi .ection 113 of
this Act.) the following nec pirazph

"(8) The 'applicable percetages for pur
poses of dauses (i), (ii), and ('iz) cf para-
graph (1)(A), and the 'app12cue' percntaqe'
for purposes of the first sentence of para-
graph (71(B), shall be determined as follows:

'For individuals
who initially

become eligible
for old-a e or

d abilU
inuranc'e

benefits, or who
die (before

becominc eligible
for such benefits)

in—

The 'apl icable percentage •—.

for
purposes
of clause

(U of
para
grap

for
purposes
of clause

(iii 4/'
ara-

and the
first

sentence
af

para-
graph

10,'
tLTpOSCs
of cuse
w) of
pura-
gray

(7)(B)
f5— -

any year from
1979 through
1999 90.0 32.O 15.0

2000 89. 31.8 14.9
88.8 3L6 14.8
88.2 31.4 14.7
87.6 31.1 14.62003 ..
&7.O 30.9 14.5
86:4 39.7 1442005..... ..

2006 85.8 30.S 143._....._
85.2 30.3 14.2or

PHASEOZIT OF E4RN!NGS LThIITA2'ION FOR
BENEFJCI4RIES WHO HAVE 4DT4INED RETIRE-
MENT 4Gff

SEC. 121. (a) Section 203(f)(8)(D) of gke
Sociui Secur1ty Ac2 is amended bj ztserting
"(i)" after "(Di" and adding at the end
thereof the following new cZause
"(ii) Notwithsa.nding any offie promsion
of this subsection, the exem.p&amou atppLi-
cable to any individual who ?zas at&.ed re-
tirement age, as otherwise determined wuter
thf.s subsection, shaU be increased by—

"(I) $250 for each moniJi n any taxable
year ending after 1989 an bilore 191;

"(II) $500 for each month in any taxable
year ending after 1990 and before 1992;

"(III) $750 for each mon& ni an taxabLe
year ending after 1991 and be.fore 1993;

"(IV) $1,000 for each month iti an taxable
year ending after 192 and bef.are I994. and

"(V) $1,250 for ead& mon2lr ftv a,zv tazable
year en4ing after 1993 and beftn 299ã"

(b) Section 2fr3 (ci (1) of tke Sociat Securrity
Act is ame'nded b, striking oue "the age of
seventy" and inertng in lieu thereof re-
ttrement age"

(c) The last scntence of section 2C3fe) of
s-uch Act is amended bi' srking out 'nor
shafl any deducofl" anct al that follows
and inserting in lieu thereof "nor snail ani,
deduction be made under this subsection
from any widow's or witower tnsurance
benefits if the widow, surviving divorced
wife, widower, or surviving divorced 1zus
band involved became entitled to such bene-
fit prior to attcrvning age 60.".

(d) .S'ection 203(d)(i) ofsuchAct is amend-
ed by striking out "the age of seventy" and
2nscrting in lieu thereof "retirement age'

(e) Section 203(f)(1) of such Act is amend-
ed—

(1) in clause (W. by striking out "the age
of seventy" and inserting in lieu thereof 're-
tirement age".'

(2) by amending clause (DI to rea4 as fol-
lows: "(D) for which such individual is enti-
tled to widows or widower's insurance bene-
fits if such indivdual became so entitled
prior to attaining age 60, ' and

(3) b strikLng out he applicabZe exempt
amount" each place it aDpears and insert-
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ing in lieu :ereof in each instance 'the
exempt arnoud1'

(f) Section 203(f)(3) of s'ich Act is amend-
ed—

(1) by striking out 'applicable exempt
amount' and insertinq in lieu thereof
'exempt amount"; and

(2) by striking out "age 70" and inserting
in lieu thereof "retirement age'

(g) Section 203(f)(4)(B) of such Act is
amended by striking out "applicable exempt
amount" and inserting in lieu thereof
"exempt amount".

(hi Section 203(f)(8)(A) of such Act is
amended by striking out "exempt amounts
(separately stated for individuals described
in subparagraph (D) and for other individ-
uals) which are to be applicable" and insert-
ing in lieu thereof "exempt amount which is
to be applicable '

Ii) Section 203(f)(8)(B) of such Act is
amended—

(1) by striking, out "Except as otherwise
provided in subparagraph (D), the exempt
amount which is applicable to individuals
described in such subparagraph and the
exempt amount which is applicable to other
tndzviduals, for each month of a particular
taxable year, shall each be" and inserting in
lieu thereof "The exempt amount for each
month of a particular taxable year shall be";

(2) in clav.,e (ii, by striking out "corre-
sponding' and

(3) in the matter following clause (ii), b?.I

striking out "an exempt amount" and in-
serting in lieu thereof "the exempt amount"

(j) Section 203(f)(8) of such Act is amend-
ed by striking out subparagraph (D) thereof.

(k) Section 203(h)(1)(A) oJ such Act is
amended—

(1) by striking out "applicable exempt
amount" and inserting in lieu thereof
"exempt amount"; and

(2) by striking out "age 70" each place it
appears and inserting in lieu thereof in each
instance "retirement age".

(ii Section 203(j) of such Act is amended—
(1) by striking out "Age Seventy" in the

heading thereof and inserting in lieu thereof
"Retirement Age "; and

(2) by striking out "seventy years of age"
and inserting in lieu thereof 'retirement
age

(ml Section 202(w)(2) of such Act (as
amended by section 118 of this Act) is fur-
ther amended by inserting "for months prior
to 1984" before "and prior'

(n) The amendments made by this section,
other than subsecUon (a) and subsection
(ml, shall be effective with respect to ta.xable
years ending after 1994.
INCREASE IN DROPOUT YEARS FOR TIME SPENT IN

CWLD CARE
SEc. 122. (a) Section 215(bU2nA of the

Social Security Act is amended, in the third
sentence thereof—

(1) by strikzng out "clause (ii)" each place
it appears and inserting in lieu thereof in
each instance "clause (ii or (ii) and

(2) by striking out "a combined total not
exceeding 3" and inserting a combined
total not exceeding 7".

(b) The amendments madc by this section
shall apply only with respect to incjjridual.
who first become eligible for benefits under
title II of the Social Security Act for months
after December 1983.

LIMITATION ON P.4 YMENTS TO PRISONERS

SEc. 123. (a) Section 202 of the Social Se-
curitij Act is amencied by adding at the end
thereof the following new subsection:

"Suspension of BenefUs for Inmates of
Penal Institutions

'(x)(l) Not11.'th3tanding any other provi-
sion of this ttl, ro monthly benefits shall
be paid under Thi. section or under section

223 to any individual for any month during
which such individual is confined in a jail,
prison, or other penal institution or correc-
tional facility, pursuant to his conviction of
an offense which constituted a felony under
applicable law.

"(2) Benefits which would be payable to
any individual (other than a confined inch-
vidual to whom benefits are not payabZe by
reason of paragraph (1)) under this title on
the basis of the wages and self-employment
income of such a confined individual but
for the provisions of paragraph (1), shall be
payable as though such confined individual
were receiving such benefits.

"(3) Notwithstanding the provisions of
section 552a of title 5, United States Code,
or any other provision of Federal or State
law, any agency of the United States Gov-
ernment or of any State (or political subdi-
vision thereof) shall make available to the
Secretary, upon written request, the name
and social security account number of any
individual who s confined in a jail, prison,
or other penal institution or correctional fa-
cility under the jurisdiction of such agency,
pursuant to his conviction of an offense
which constituted a felony under applicable
law, which the Secretary may require to
carry out the provisions of this subsection. ".

(b) Section 223 of such Act is amended by
striking out subsection (f).

(ci The amendments made by subsections
(a) and (b) shall apply With respect to
monthly benefits payable for months begin-
ning on or after the date of the enactment of
this Act.

LIMITATiONS ON PA YMENTS TO NONRESiDENT
ALIENS

SEC. 124. (a) Section 202(t)(1) of the Social
Security Act is amended to read as follows:

"(1)(A) Notwithstanding any other provi-
sion of this title (but subject to sub para-
graphs (B) throuqh (D) of this paragraph),
no monthly benefit shall be paid under this
section or section 223 for any month to any
indjvidua who is not a citizen or national
of the United States if such individual is
outside the United States.

"(B) For purposes of this paragraph, an
2ndivzdllal shall be considered to be outside
the United States in any month only if such
month occurs—

"(i) after the sixth consecutive calendar
month during all of which (as determined by
the Secretary on the basis of information
furnished to him by the Attorney General or
znfor-matzon which otherwise comes to his
attention) such individual is outside the
United States, and

"(ii) prior to the first month thereafter
during all of which such individual has been
in the United States;
but zn applying the preceding provisions of
this subparagraph an individual who has
been outside the United States for any
period of 30 consecutive days shall be treat-
ed as remaining outside the United States
until he has been in the United States for a
period of 30 consecutft,e days.

"(C(i' An individual who is otherwise
prevented by subparagraph (A) from receiv-
ing benefits under this title shall neverthe-
less be paid stch benefits, as though such
subparagraph were inapplicable, until the
total amount of such benefits (excluding
amounts withheld from such benefits under
section 1441 of the Internal Revenue Code of
1954) equals the total amount of the twres
payable under sect ions 3101 and 1401 of the
Internal Revenue Code of 1954 (or the corre-
sponding provisions of prior law) with re-
spect to the wages and sel.f-emnployment
nco me on which such benefits are based (as
detrrnined by he Secretary on the basis of
such wages and self-employment income)
plus interest (as determined under clause
(iii,','.

'(ii) In determining the total amount of
benefits payable to an individual under
clause (i) with respec.t to the wages and self-
employment income of any individual, the
Secretary shall take into account all benefits
paid before such determination is made on
the basis of such wage.s and self-employment
income (wherever paid).

"(izi) For purposes of this subparagraph,
interest on taxes payable under sections
3101 and 1401 of the Internal Revenue Code
of 1954 (or corresponding provisions of
prior law) shall be compounded annually
from July 1 of the year in which such taxes
were payable only until the last day of the
year preceding the year in which the indi-
vidual on the basis of whose wages and self-
employment income benefits are to be paid
attains age 62, becomes disabled, or dies,
whichever occurs first, at a rate of 3.0 per-
cent for the period after 1936 and before
1951, and, for each year after 1950, at a rate
equal to the average of the twelve monthly
interest rates deter-mined under section 201
for such ?Jear.

"(Di For purposes of this paragraph, the
term 'United States' (when used in either a
geographical or prlitical sense) mean.s the
States, the District of Columbia, the Com-
monwealth of Puerto Rico, the Virgin Is-
lands, Guam, American Samoa, the Trust
Territory of the Pacific Islands, and any
other territory or possession of the United
States. '

(b) Section 202(t)(2) of such Act is re-
pealed.

(c) Section 202(t)(3) of such Act is amend-
ed to read as follows:

"(3) Paragraph (1) shall not apply—
"(A) zn any case where its application

would be contrary to any treaty obligation
of the United States in effect on the date of
the enactment of the Social Security A mend-
ments of 1983, or

"(B) to individuals who are citizens or
residents of a country with which the
United States has concluded an internation-
al social security agreement pursuant to sec-
tion 233, unless otherwise provided by such
agreement. ".

(d) Section 202(t)(4) of such Act is amend-
ed—.

(1) by striking out subparagraphs (A) and
(B);

(2) by redesignating sub paragraphs (C),
(D), and (E) as subparagraphs (A), (B), and
(C); and

(3) by striking out the semicolon at the
end of subparagraph (C) (as so redesignat-
ed) and all that follows and inserting in lieu
thereof a period.

(e) The heading of section 202(t) of such
Act is amended by addzzig at the end thereof
the following: Prohibition Against Pay-
ment of Benefits to Aliens Not Permanent
Residents '

(f)(1) The amendments made by the pre-
ceding subsections shall apply with respect
to any individual who initially becomes eli-
gible for benefits under section 202 or 223 of
the Social Security Act after December 31,
1984.

(2) Section 202(t) of the Social Security
Act (a in effect on the day before the date of
enactment of this Act) shall apply with re-spect to individuals who are eligible for
bcneftts under section 202 or 223 of such Act
before January 1, 1985.
RjDL'CTION OF COST-OF-LiviNG iNCREASF iF

TRUST FUNDS RATIO iS BELOW 20 PERCENT AND
DECLINING

SEc. 125. (a) Section 215(i) of the Social
Security Act is amended by adding at the
end thereof the following r.ew paragraph.

'?5)(A) On or before Jucy 1 of each calen-
dar year after 1983, the Secretary shall deter-

CONGRESSIONAL RECORD — SENATE S 3005



S 3006
mine whether the estimated OASDI trast
fund ratio for the second calendar year fol-
lowing such calendar year will be—

"(ii less than 20.0 percent; and
"(ii) less than the estimated OASD! trut

fund rztio for the first calendar year follow-
ing the year in which snch dier,nination is
made.

'(B) If the Secretary finds that the OASDI
trust fund ratio for the second calendar year
following such calendar year will be less
than each of the ratios described in clauses
(ii and (ii) of subparagraph (A) the Secre-
tary shall—

"(i) notify the Congress on or before Jul?J 1
of such calendar year that, absent a change
of circumstances, it will be necesary to
reduce the amount of the percentage cost-of-
living increase otherwise payable under this
subsection with respect to benefits for
months after November of such calendar
year; and

"(ii) absent a change of circumstances
before such cost-of-living increase is deter-
mined that will allow the full amount of
benefits otherwise payable to be paid in a
timely fashion, reduce the aifiount of such
percentage increase (but not below 2ero) in
accordance with subparagraph (C) to the
extent necessary to ensure that the OASDI
trust fund ratio for the second calendar year
following the calendar year in which the de-
termination is mzde will not fall below the
lower of—

"(I) 20.0 percen.t, or
"(II) the OASDI trust fund ratio for the

calendar year following the calendar year in
which the determination is made.

"(C) In reducing a cost-of-living percent-
age increase under subparagraph (B), the
Secretary shall first apply such reduction to
the percentage increase otherwise payable
with respect to monthly beneflt payable
under this section that are based on a pri-
mary insurance amount of $250 or more for
the month preceding such cost-of living in-
crease; the percentage increase applied to
the primary insurance amount used to de-
termine all other monthly benefits shall not
be such as to increase such primary insur-
ance amounts above $250. If further reduc-
tion in outgo is required, a reduction in the
percentage increase applicable with respect
to inonthlij benefits based on a primary in-
surance amount of less than $250 for such
preceding month shall be made.

"(D) For purposes of this paragraph, the
term 'OASDI tru3t fund ratio' shall mean,
with respect to any calendar year, the ratio
of—

"(ii the amount estimated by the Secretary
to be equal to the combined balance in the
Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Dasability In-
surance Trust Fund as of the start of buss-
ness on January 1 of such calendar year,
taking into account ant! cost-of-living in-
crease that otherwise would be made with
respect to benefits paid during such year,
and any actions possible to be taken under
sationr 201W and 18170) I relating to inter-
fund borrowing) and 201 (a) and (m) (relat-
ing to nor,nalied crediting of social secu-
rzty taxes), to

"(ii) the amount estimated by the Secre-
tary to be thc total amount to be paid from
such Trust Funds during such calendar year
(other than pairnents of interest on, and re-
p1cts of loans from). such Trust Funds,
uid r'ducing the amount of UTI.Y transf'r to
the Railroad Retirement Account by the
amount of any trans.fe.r to such account
from ny such Trusf Fund.

"(E) With respect to any calendar year be-
ginning before January 1988 for which a de-
termination is required to be nw4e under
subparagraph (A), the estimated OASDI
trust fund ratio for the second calendar year

following such calendar y'ar shall be Ircated
as exceeding the estimated 045D1 trust funä
ratio for the first calendar year following
such calendar year if ratio of the estzma ted
combired balances in the Fedeial O1-Age
and Survivors Insurance Tru-st Fund, the
Federal Disability Insurance Trust Fund.
an,d the Fe!eral Hospital Insurance Trust
Fund for such second following cabndar
year to the amounts estimated to be paid
from ale such Trust Funds during suh
second following calendar year exceeds the
ratio of the etimated ba1nces in all such
Trust Funds to estimated payments fron all
svch Trl2st Funds for such first following
calendar year. '

PART C—REVENUE PROVISIONS

SEc. 131. TAXATION OF SOCIAL SECURITY AND
TIER 1 RAILROAD RETIREMJNT
BENEFITS.

(a) GENERAL RULE.—Part II of subchapter
B of chapter 1 of the Internal Revenue Code
of 1954 (relating to amounts specffically in-
cluded in gross income) is amended by
redesignating section 86 as section 87 and
by inserting after section 85 the following
new section:
"SEC. 86. SOCIAL SECURITY AND TIER 1 RAIL

ROAD RETIREMENT BENEFITS.
"(a) IN GENEL.—Gross income for the

taxable year of any taxpayer described n
subsection (b) includes social security bene-
fits in an amount equal to the lesser of—

"(1) one-half of the social security benefits
received during the ta.xable year, or

"(2) one-half of the excess described in sub-
section (b).

"(b) TAXPAYERS TO WHOM SUBSECTION a)
APPLIES.—

"(1) IN GENERAL—A taxpayer is described
in this subsection if—

"(A) the sum of—
"(i) the adjusted gross income of the tax-

paier for the taxable year, plus
"(ii) one-ha!! of the social security beneftts

received duñng the taxable year, exceeds
"(B) the base amounL
"(2) ADJUSTED GROSS INCOME—For pur-

poses of this subsection, the adjusted gross
income of the taxpayer for the taxable year
shall be—

"(A) determined without regard to this sec-
tion and sections 221, 911, and 931, and

"(B) increased by the amount of interest of
the taxpayer which is exempt from tax for
the taxable year.

"(c) BASE AMOUNT—For purposes of this
section, the term 'base amount' means—

"(1) except as otherwzse provided in this
subsection, $25,000,

'(2) $32,000, in the case of a joint return,
and

"(3) 2ero, in the case of a taxpayer who—
"(A) is married at the close of the taxable

pear (wth.in the meaning of section 143) but
does not file a jOint return for such jear,
and

"(B) does not live apart from his spouse a.t
all times during the tarable year.

"(d) SOCIAL SECURPFY BENEFIT.—
"(1) IN GENERAL.—FOr purposes of this sec-

tion, the term 'social security benefit' means
any amount rccei;ed by the tazpayer by
reason of entitlement to—

"(A) a monthly benefit under title II of the
Social Security Act (determined without
regard to section 203(i) of the Social Secu-
rity Act), or

'(B) a tier 1 railroad retirement benefit_
"(2) ADJUSTMENT FOR REP4VMLWTS CURING

YEAR.—
"(A) IN GENER.4L.—FOr purposes of this sec-

tion, the amount of social security benefits
received durtng any ta.zabe year shall b& re-
duced by any repayment maie by the ta.r-
payer during the tc2able year of a social se-
curity benefit previously received by the tar-
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payer (whether or not s'. nEJt was rr-
ceived c1urug the' ta.r(7N ,Lc/.

(B) D1:NbIL OF L,iJfl$ ,v. ,bu for fj
subparajr[h1 ay po.n y
nit.s referi.d tu in pr(7ai, 'A) woid
have been i!;w :' a deduction for the
taabic year i r section 165, such portion
ial.l be allowable as a deduction nty to the
extent it exceeds the social scuriy bemefüs
received by th aper durUig the taxable
ziear (and no repaid during such ta.xqble
year).

"(3) Ti I RAILRO1) RETIREMENT BENbFJT.—
For purposes f paragraph (1), the term 'tier
1 rail'oad retirement benefit' means a
monthl& benefit under section 3(a), 4(a), or
4(f) of the Railroad Rtirement Act of 1974.

"(e) LIMITATION ON AMOUNT INCLUDED
WHERE TAXPA YER RECEIVES LUMP-SUM PAY-
MENT —

"(1) LmJJTATJ0N—If—
(A) any portion of a lump-sum payment

of social security benefits received during
the taxable year is attribuLable to prior tax-
able years, and

'(B) the taxpayer makes an election under
this subsection for the taxable 'jear
then the amount included in gross income
under this section for the taxable year by
reason of the receipt of such portion shall
not exceed the sum of the increases in gross
income under this chapter for prior taxable
years which would result solely from taking
into account such portion in the taxable
ye.ar3 to which it is attributable.

"(2) SPECIAL RULES.—
"(A) YEAR TO WHICH BENEFIT AITRJBUTA-

BLE.—FOr purposes of this subsection, a
social security benefit is attributable to a
ta.xable year if the generally applicable pay-
ment date for such benefit occur-red during
such taxable year.

"(B) ELEGTION.—An election under this
subsection shall be made at such time and
in such manner as the Secretarj shall by reg-
ulations prescribe. Such election, once
made, may he revoked only with the consent
of the Secretary.

(f) TREATMENT AS PENSION oR ANNUITY FOR
CERTAIN PURPO5E.—FOr purposes of—

"(1) sectioi. 43(c)(2) (defining earned
income),

"(2) section 219(f)(1) (defining compensa-
tiOii),

"(3) section 221(b)(2) (defining earned
income), and

"(4) section 911(b)(1) (defining foreign
earned income),
anij social security benefit shall be treated
as an amount receivcd as a pension or an-
nuiti,"

(b) I!VFORMITION REPoRTING—Subpart B of
part (II of subchapter A of chapter 61 of
such Code (relating to information concern-
ing transactions with other persons) s
amended by adding at the end thereof the
bib winj new section:

SEC. 6050F. R.TURNS RELATING TO SOCIAL
SECURITY rgNEFITS.

'(a) REQUIREMENT OF REPOR7YN(1The ap-
propr ae Federal official shall make a
return, accorling to the forms and regula-
tions prescribcd b the Secretary, setting
forth—

"(1) the—
'(A) aggregate amount of social securit.i

benefits paid with respect to any individual
during any calendar year, and

"(B) aggregate amount of social security
beu'fits repaü by such individual during
such calendar iear, and

"(2) the ntz,ne and addres of such individ-
ual.

'(b) STA7EWNTS To BE FURNiSHED TO INDI-
ViDUALS WITH RESPECT TO WW031 INFORMATION
Is FURNiSHED. - I:ery perstn making a
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return under subsection (a) shall furnish to
each individual whose name is set forth in
such return a written statement showing—

"(1) the name of the agency making the
payments, and

'(2) the aggregate amount of payments, of
repayments, and of reduction., with respect
to the individual as shown on such return.
The written statement required under the
preceding sentence shall be furnished to the
individual on or before January 31 of the
year following the calendar year for which
the return under subsection (a) was made.

"(c) DErzNmoNs.—For purposes of this sec-
tion—

'(1) APPROPRIATE FEDERAL OFFJcIAL.—The
term 'appropriate Federal official' m'?ans—

"(A) the Secretary of Health and Human
Services in the case of 8ociai security bene-
fits described in section 86(d)(1)(A), and

"(B) the Railroad Retirement Board in the
case of social security benefits described in
section 86(d)(1)(B).

"(2) Socw sEcURrrY BENEFfl'.—The term
'social security benefit' has Uie meaning
given to such term by section 86(d)(1). '

(c) TRATMENT orNoNRsrnzm' ALiENS.—
(1) AMENDMENT OF sgcrIoN 8711w.—Subsec-

tion (a) of section 871 of such Code (relating
to tax on income not connected with United
States business) is amended by adding at the
end thereof the following new panzgraph.

"(3) TAXATION OF SOcIAL SECURITY ENE-
rr.—For purposes of this section and sec-
tion 1441—

"(A) one-haZf of any social security benefit
(as defined in section 86(d)) shall be includ-
ed in gross income and

"(B) section 86 shaU not apply. "
(2) DISCLOSURE OF INFORMATION TO SOCIAL

SECURITY ADMINISTRATION OR RAiLROAD RETIRE-
MENT BOARD.—

(A) IN GENERAL.—Subsectjon (h) of section
6103 of such Code (relating to disclosure to
certain Federal officers and employees for
purposes of tax administration, etc.)
amended by adding at the end thereof the
following new paragraph.

"(6) SOCmi. SECURITY BENEFITS.—UpOn wrtt-
ten request, the Secretary may disclose
available return information from the
master files of the Internal Revenue Service
with respect to the address and status of an
individual as a nonresident alien or a. a
citizen or resident of the United Stat.es to
the Social Security Administration or the
Railroad Retirement Board for purposes of
carrying out its responsibilities under sec-
tion 1441 with respect to social security
benefits fa definpd in section 86(d)).

(B) CONFORMING AMENDMENT—Paragraph
(4) of section 6103(p) of such Code (reZating
to safeguards) is amended by inserting
'?h)(6)," after "(h)(2)," in the material pre-
ceding subparagraph (A) and in subpara-
graph (F)(ii) thereof.

(d) SOCIAL SECURITY BENEFITS TREA TED S
UNITED STATES SOURcED—Subsect ion (a) of
section 861 of such Code (relating to income
from sources within the United States) is
amended by adding at the end thereof the
following new paragraph:

'(8) SOcIAL SECUEJ7Y EENEFITS.—A fly social
security benefit (as defined in section
86(d)). '

le) TRANSFERS' 7) TRUST FUNDS.—
(1) IN GENERAL. --There are hereby appro

priated to each payor fund amounts equiva-
lent to the aggregate increase in tax liabzl-
ities under chapter 1 of the Internal Reve-
nue Code of 1954 which is attributable to the
application of sections 86 and 871(a)(3) of
such Code (as a4cled by this section) to pay-
ments from such pa?Jor fund.

(2) TRANSFIRS.—The amounts appropriatcd
by paragraph (1) to any payor fund shall be
transferred from time to time (but not less

frequently than quarterly) from the general
fund of the Treasury on the basis of esti-
nates made by the Secretary of the Treasizry
of the amounts referred to in such para-
graph. Any such quarterly payment shaU be
made on the first day of such quarter and
shall take into account social security bene-
fits estimated to be received duiing such
quarter. Proper adjustments shall be made
in the amounts subseqienUy transferred to
the extent piior estimates were in excess of
or less than the amounts required to be
transferrecL

(3) DEmviTois.—For purpose-s of thi3 sub-
8ection—

(A) PAYOR FUND.—The term "payor fund"
neg,?s any trust fiznd or account from
which payments of social ecl2rity benefits
are made.

(B) SOCI4L SECURITY BENEfr17S.—The term
"social security benefits" ha8 the meaning
given such term by section 86(d)(1) of the In-
ternal Revenue Code of 1954.

(4) REPORTS.—The Secretary of Ule Treas-
ury shall submit annual reports to the Con-
gress and to the Secretary of Health and
Human Services and the Railroad Retire-
ment Board on—

(A) the transfers made under this subsec-
tion during the year, and the methodology
wsed in determining the amount af such
transfers and the fund or account to which
made, and

(B) the anticipated operation of this sub-
section during the next 5 years.

(f) TECHNICAL AMENDMENTS.—
(1) Subsection (a) of section 85 of such

Code is amended by strkinq out "this sec-
tio" and inserting in lieu thereof "thi.9 sec-
tion, section 86, '

(2) Subparagraph (B) of section 128(c)(3)
of such Code (as in effect for taxable year8
beg2nning after December 31, 1984) is
amended by strikzng out '85,"and inserting
in lieu thereof "85, 86, '

(3) The table of sections for part II of sub-
chapter B of chapter 1 of such Code is

amended by striking out the item relating to
section 86 and inserting 2n lieu thereof the
following.

"Sec. 86. Social secuñty and tier 1 railroal
retirement benefits.

"Sec. 87. Alcohol fuel crediL'
(4) The table of sections for subpart B of

part III of 8ubchapter A of chapter 61 of
such Code is amended by adding at the end
thereof the following new item.
"Sec. 6050F. Returns relating to social secu-

rity benefits. '
(g) EFFECTIVE DAThS.—
(1) IN GENEF4L—Except as provided in

paragraph (2), the amendments made by
this section shall apply to benefits received
after Dece?nber 31, 1983, in taxable years
ending after such date.

(2) TRFJATMEIVT or CERTAIN LUMP-SUM PAY-
MENTS RECEIVED ArrER DECEMBER 31. 1983.—
The amendments made by this sect-eon shall
not applj to any portion of a lump-sum pay-
ment of social security benefits (as defined
in section 86(d) of the Internal Revenue
Code of 1954) received after December 31,
1983, if the generally applicable payment
date for svck portion was before Januarj 1,
1984.
SEC. 132. ACCRLE&4T10N OF INcREASES IN

FICil T4XES. 1984 EMPLOYEE TAX
CREDIT.

(a) ACCE1SR4TION bF INCREASES IN FICA
TAXrc.s. —

(1) TAX ON EMPLOYEES,-.-Subsect2on (a) of
sectiom 3101 of the Internal Revenue Code of
1954 (relating to rate of tax on empLoyees for
old-ace, surmvors, and disability insurance)
is amended by striking out paragraphs (1)

S 3007
through (7) and inserting in lieu thereof the
following:

"In cases of The rate shall be:
wages received
during:

1984, 1985, 1986, or1987 5.7 percent

1988 or 1989 6.06 percent
1990 or thereafter .. 6.2 percent.".

(2) EMPLOYER TAX.—Subsect ion (a) of sec-
tion 3111 of such Code is amended by strik-
ing out paragraphs (1) through (7) and in-
serting j lieu thereof the following:

"In cases of The rate shall
wages paid during: be:

1984, 1985, 1986, or1987 5.7 percent
1988 or 1989 6.06 percent
1990 or thereafter 6.2 percent.".

(3) EFFECTIVE D4TE.—The amendments
made by this subsection shall apply to reinu-
neration paid after December 31, 1983.
(b) 1984 EMPLOYEE Ttx CREDIT.—
(1) IN GENERAL.—Chapter 25 of such Code

is amended by adding at the end thereof the
following new section:
"SEC. 3520. CREDIT FOR INCREASED SOCIAL

SECURITY EMPLOYEE TAXES AND
RAILROAD RETIREMENT TIER 2
EMPLOYEE TAXES IMPOSED
DURING 1984.

"(a) GENERAL RuLE.—There shall be al-
lowed a a credit against the tax imposed by
section 3101(a) on wages received during
1984 an amount equa' to 8/ of 1 percent of
the wages so received.

"(b) TIME CREDIT ALlLow.—The credit
under S.zbsection (a) shall be taken into ac-
count in determining the amount of the tax
deducted under section 3102(a).

"(c) WAGES.—FOr purposes of this section,
the term 'wages' has the meaning Øven to
such term by section 3121(a).

"(d) APPLICATiON TO AGREMEN UNDER
SECTION 218 OF flIE SOCIAL SECURFrY ACr.—
For purposes of determining amounts equ2v-
alent to the ta.z imposed bij section 3101(a)
with respect to remuneration which—

"(1) is covered by an agreement under sec-
tion 218 of the Social Securuy Ac4 and

"(2) is paid during 1984,
the credit allowed by subsection (a) shall be
taken into accounL A similar rule shall also
apply in the case of an agreement under sec-
tion 3121(l).

"(e) CRDzr AGAINST RAILROAD &TIRRMEN'r
EMPLOYEE AND E!VIPLOYRE REPRESENTATIVE
TAXES. —

"(1) IN GENER.4L.—There shaU be allowed as
a credit agajiist the taxes imposed by sec-
tions 3201 (a) and 3211(a) on compen3ation
paid during 1984 and subject to such taxes
an amount equal to %, of 1 percent f such
co7npensation.

"(2) TIME CREDIT ALLOWED.—The credit
under paragraph (1) shaU be taken into ac-
count in determining the amount of the tax
deducted under section 3202(a) (or the
amount of the tax under section 3211(a)).

°(3) COxPENSA7'IOjy.—For purposes of this
subsection, the term 'compensation' has the
meaning given to sich term by section
3231(e).

"(f) COORDINATION Wini SEcTiON 6413(c).—
For purposes of subsection (c) of section
6413, in determining the amount of the tax
imposed by section 3101 or 3201, any credit
allowed by this section shall be taken into
account. "

(2) CLERICAL AMENDME4VT.-.--The table of sec-
tions for chapter 25 of such Code is amended
by adding at the end thereof the follovnng
new item
'Sec. 3510. Credit for increased social secu-

rLty employee taxes and rail-
road retirement tier 1 employee
taxes imposed during 1984. '
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(3) E.'iecivs DATE—The amendments

made by this subsection shall apply to renlu-
neration paid during 1984.

(4) DEPOSITS IN SOCIAL SECURITY TRUST
FUNDS—FOr purposes of subsection (hi of
sectton 218 of the Social Security Act (relat-
ing to deposits in social security trust funds
of mounts received undcr section 218
aqreements), amounts allowed as a credit
pursuant to subsection (di of section 3510 of
the Internal Revenue Code of 1.954 (relating
to credit for remuneration paid during 1984
which is covered under an agreement under
section 218 of the Social Security Act) shall
be treated as amounts received under such
an agreement.

(5) DEPOSITS IN RAILROAD RETIREMENT AC-
COUNT—For purposes of subsection (a) of
section 15 of the Railroad Retirement Act of
1974, amounts allowed as a credit under
subsection (e) of section 3510 of the Internal
Revenue Code of 1954 shall be treated as
amounts covered into the Treasury under
subsection (a) of section 3201 of such Code.

(6) STA TEMENTS FURNISHED TO EMPLOYEES.—
Any written statement which is required to
be furnished to an employee under section
6051(a) with respect to remuneration paid
during 1984 shall include—

(A) the total amount which would have
been deducted and withheld as a tax under
section 3101 if the credit allowable under
section 3510 had not been taken into ac-
count, and

(B) the amount of the credit allowable
under section 3510.
SEC. 133. TAXES ON SELF-EMPLOYMENT

INCOME; CREDIT AGAINST SUCH
TAXES.

(a) INCREASE IN RATES—Subsections (a)
and (b) of section 1401 of the Internal Reve-
nue Code of 1954 (relating to rates of tax on
self-employment income) are amended to
read as follows:

"(a) OLD-AGE, SURvIvoRS, AND DISABILITY
INSUIANCE.—In addition to other taxes, there
shall be imposed for each taxable year, on
the self-employment f.ncome of every indi-
vidual, a tax equal to the following percent
of the amount of the self-employment
income for such taxable year:

'In the case of a taxable year

Beginning after And before: Percent

December 31. 1983 January 1, 1988
December 31. 1987 January 1, 1990
December 31, 1989

11.40
12.12
12.40

'(b) HOSPITAL INSURANCE—In addttion to
the tax imposed by the preceding subsection,
there shall be imposed for each taxable year,
on the self-employment income of every in-
dividual, a tax equal to the following per-
cent of the amount of the self-employment
income for such taxable year:

'In the case of a taxable y.'ar

Beginning after: And before. Pe,-cenL

December 31, 1983 January 1, 1985 2.60
December 31, 1984 January 1. 1986
December 31. 1985

2.70
2.90.".

(b) CREDIT A GA INST SELF-EMPLO YMENT
TAxES.—Section 1401 of such Code is amend-
ed by redesignating subsection (c) as subsec-
tion (d) and by inserting after subsection (b)
the following new subsection:

(c) CREDIT AGAINST TAXES IMPOSED BY THIS
SECTION.—

'(1) IN GENERAL—There shall. be allowed as
a credit against the taxes imposed by this
section for any taxable year an amount
equal to the applicable percentage of the
self-employment income of the individual
forsuch taxable year.

'(2) APPLICABLE PEPCENTAGE.—FOr purposes
of paragraph (1), the applicable percentage
shall be determined in accordance with the
following table:

'In the case of
taxable years
beginning in:

1984 2.9
1985 2.5
1986 2.2
1987. 1988, or1989 2.1
1990 or thereafter 2.3.

(c) EFFECTIVE DATE, —The arnencimen ts
made by this section shall apply to taxable
years beginning after December 31, 1983.

PART D—MISCELLANEOUS FINANCING
PRO VISIONS

ALLOCATIONS TO DISABILITY INSURANCE TRUST
FUND

SEC. 141. (a) Section 201(b)(1) of the Social
Security Act is amended by striking out
clauses (K) through (M) and inserting in
lieu thereof the following: '(K) 1.65 per
centum of the wages (as so defined) patd
after December 31, 1981. and before January
1, 1984, and so reported, (L) 1 per centum of
the wages (as so defined) paid after Deceni-
ber 31, 1983, and before January 1, 1988, and
so reported, (M) 1.06 per centum of the
wages (as so defined) paid after December
31, 1987, and before Jant*zry 1, 1990, and so
reported, (N) 1.20 per centuin of the wages
(as so defined) paid after December 31, 1989,
and before January 1, 2000, and (M) 1.30 per
centum of the wages (as so defined) paid
after December 31, 1999, and so reported,

(b) Section 201(b)(2) of such Act is amend-
ed by striking out clauses (K) through (M)
and inserting in lieu thereof the following:
"(K) 1.2375 per centum of the amount of
self-employment income (as so defined) so
reported for any taxable year beginning
after December 31. 1981, and before January
1, 1984, (L) 1 per centum of the amount of
self-employment income (as so defined) so
reported for any taxable year beginning
after December 31, 1983, and before January
1, 1988. (M) 1.06 per centum of the amount
of self-employment income (as so defined) so
reported for any ta,rable year beginning
after December 31, 1987, and before January
1, 1990, (N) 1.20 per centum of the self-em-
ployment income (as so defined) so reported
for any taxable year beginning after Decem-
ber 31, 1989, and before January 1, 2000, and
(Mi 1.30 per centum of the amount of self-
employment income (as so defined) so re-
ported for any taxable year beginning after
December 31 1999,

IIvTERFUND BORROWING EXTENSION

SEc. 142. (a)(1) Section 201(U(1) of the
Social Security Act is amended—

(A) by striking out "January 1983" and in-
sertinq in lieu thereof "January 1988"; and

(B) by inserting after "or' the second
place it appears ", subject to paragraph
(5),

(2) (A) Section 201(1(2) of such Act is
amended—

(i) by striking out 'from time to time" and
inserting in lieu thereof 'on the last day of
each month after such loan is made'

(ii) by striking out "interest" and insert-
ing in lieu thereof "the total interest ac-
crucd to such day; and

(iii) by striking out 'the loar were an in-
vestment under subsection (d)" and insert-
ing in lteu thereof "such amount had re-
niained in the Depositary Account estab-
lished with respect to such lending Trust
Fund under subsection (d) or section
181 71c)

(B) The amendment made by this para-
graph shall apply with respect to months be-
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ginning more than thirty aays cUter tiw date
oj enactment of this Act.

(3) Section 201(11(31 of such Act is anend-
ed—

(A) by inserting "(Al' after the paraqraph
designation; and

(B) by adding at the end thereof the fol-
lowing new subparagraph:

"(B)(i) lion the last day of any year after
a loan has been made under paragraph (1)
by the Federal Hospital Insurance Trust
Fund to the Federal Old Age and Survivors
Trust Fund or the Federal Disability Insur-
ance Trust Fund, the Managing Trustee de-
termines that the OASDI trust fund ratio ex-
ceeds 15 percent, he shall transfer from the
borrowing Trust Fund to the Federal Hosp-
tal Insurance Trust Fund an amount that—

"(I) together with any amounts trans-
ferred from another borrowing Trust Fund
under this paragraph for such year, will
reduce the OASDI trust fund ratio to 15 per-
cent: and

"UI) does not exceed the outstanding bal-
ance of such loan.

'(ii) Amounts required to be transferred
under clause (i) shall be transferred on the
last day of the first month of the year suc-
ceeding the year in which the determination
described in clause (i) is made.

'(iii) For purposes of this subparagraph.
the term 'OASDI trust fund ratio' means,
with respect to any calendar year, the ratio
of—

"(I) the combined balance in the Federal
Old Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance
Trust Fund, reduced by the outstanding
amount of any loan (including interest
thereon) theretofore made to either such
Fund from the Federal Hospital Insurance
Trust Fund, as of the last day of such calen-
dar year, to

"(II) the amount estimated by the Secre-
tary to be the total amount to be paid from
the Federal Old Age and Survivors Insur-
ance Trust Fund and the Federal Disability
Insurance Trust Fund during the calendar
year following such calendar year for all
purposes authori2ed by section 201 (other
than payments of interest on, and repay-
ments of, loans from the Federal Hospital
Insurance Trust Fund under paragraph (1)),
but excluding any transfer payments be-
tween such trust funds and reducing the
amount of any transfer to the Railroad Re-
tirement Account by the amount of any
transfers into either such trust fund from
that Account.

"(C)(i) The full amount of all loans made
under paragraph (1) (whether made before
or after January 1, 1983) shall be repaid at
the earliest feasible date and in any event
no later than December 31, 1989.

"(ii) For the period after December 31,
1987, and before January 1, 1990, the Man-
aging Trustee shall transfer each month to
the Federal Hospital Insurance Trust Fund
from any Tru,t Fund with any amount out-
standing on a loan made from the Federal
Hospital Insurance Trust Fund under para-
graph (1) an amount equal to one twenty-
fourth of the amount owed to the Federal
Hospital Insurance Trust Fund by such
Trust Fund at the beginning of such period
(plus the interest accrued on the outstand-
ing balance of such loan during sucn
month)."

(4) Section 201(l) of such Act is further
amended by adding at the end thereof the
following new paragrarn;

"(5)(A) No amounts may be borrowed from
the Federal Hospital Insurance Trust Fund
under paragraph (1) during any month if
the Hospital Insurance Trust Fund ratio for
such month is less than 10 percent.
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"(B) For purposes of this paragraph, the

term 'Hosj,ital Insurance tru.&t fund ratio'
means, with respect to any month, the ratio
of—

"(i) the baiance in the Federal Hospital
Insurance Trust Fund, reduced by the out-
standing amount of any loan (including in-
terest thereon) theretofore made to slAch
Trust Fund under this subsection, as of the
last day of the second month preceding such
month, to

"(vi) the amount obtained by multiplying
by twelve the total amount which (a. esti-
mated by the Secretary) will be paid from
the Federal Hospital Insurance Trust Fund
during the month for which such ratio is to
be determined (other than payments of in-
terest on, or repayments of loans from an-
other Trust Fund under this subsection),
and reducing the amount of any transfers to
the Rairoad Retirement Account by the
amount of any transfer iiito the Hospital In-
surance Trust Fund from that Account. '

(b)(1) Section 1817(j)(1) of such Act zs
amended—

(A) by strik2ng out "January 1983" and in-
serting in lieu thereof "January 1988' and

(B) by inserting subject to paragraph
(5)," after "may'

(21(A) Section 1817(j)(2) of such Act is
amended—

(i) by striicing out "from time to time" anti
inserting in lwu thereof "on the la.t day of
each month after such loan is made"

(ii) by striking out "iiterest" and insert-
ing in lieu thereof "the total interest ac-
crued to 8uCh d.4y' and

(iW by strUcing out "the loan were an in-
vestmenL uzder .ubsection (C)" and insert-
ing in lieu thereof "such amount had re-
maine4 in the Depositary Account estab-
lished with respect to such lendthg Trus2
Fund under section 201 (d)'

(B) The amendment made by this para-
graph shall apply with respect to months be-
ginning more than 30 days after the daLe of
enactment of this Act.

(3) Section 181 7(j)(3) of such Act is amend-
ed—

(A) by inserting "(A)" after the paragraph
deszgnation, and

(B) by adding at the end thereof the fol-
lowing new subparagraph.s:

"(B)(i) If on the last day of any year after
a loan has been mute under paragraph (1)
by the Federal Old Age and Survivors Insur-
tince Trust Fund or the Federal Disability
In3urance Tru.t Fund to the Federal Hosp-
tal Insurance Tru,t Fund, the Managing
Trustee determines that the Hospital Insur-
ance Trust Fund ratio exceeds 15 i,ercent, he
shall trinsfer from such Trust Fund o the
sending trust fund an amount that—

"(I) together with any amounts trans-
ferred to another en4ing trust fund under
this paragraph for such year, will reduce
Hospital insurance Trust Fund ratio to 15
percen4 and

"(II) does not exceed the outstanding bal-
ance of such loan.

"(ii) Amounts required to be transferred
under clause (i) shall be transferred on the
last day of the first month of the year suc-
ceeding thc year in which the determination
described in clause (i) is made.

"(iii) For purposes of this subparagraph,
the term 'HospUal Insurance Trust Fund
ratio' means, with respect to any calendar
year, the ratio of---

"(I) the balance in the Federal Hospital
Insurance Trust Fund, reduced b the
amount of any outstanding loan (including
interest thereon) from the Federal Old Age
and Survivors Insurance Trust Fund and
the Fcderal Dtabüity Insurance Trust
Fund, as of the last day of such calendar
year; to

"(II) the amount estimated by the Secre-
tary to be the total amount to be paid from

the Federal Hospital Insurance Trust Fund
during the calendar year following such cal-
endar ycar (other than payments of interest
on, and repayments of, loans from the Feder-
al Old Age and Survivors ftsurancc Tr,.Lst
Fund and the Federal Disability Insurance
Trust Fund under paragraph (1)), and re-
ducing the amount of any transfer to the
Ra'lroo4 Retirement Accoun. by the amou,zt
of any transfers into such TrlLst Fund from
the Railroad Retirement Account.

"(C.)(i) The full amount of all loan3 made
under paragraph (1) (whether made before
or after January 1, 1983) shall be repaid at
the earliest feasible date and in any event
no later than December 31, 1989. '

"(ii) For the period after December 31,
1987 and before Janziary 1, 1990, the Manag-
ing Trustee shall transfer each month from
the Federal Hospital Insurance Trust Fund
to any Trust Fund that is owed any amount
by the Federal Hospital Insurance Trust
Fund on a loan made under paragraph (1),
an amount equal to 1/24 of the amount
owed to such Trust Fund by the Federal Ho.'-
vital Insurance Trast Fund at the beginning
of such period (plus the interest accrued on
the outstanding balance of such loan during
such month). '

(4) Section 1817(j) of such Act t. further
amended by adding at the eid thereof the
following new paragraph:

"(SflA) No amounts my be loaned by the
Federa' Old Age and Survivors Insurance
Trust Fund or the Federa' Disabilitj Insur-
ance Trust Fund under parzgraph (1)
during any month (1 the OASDI trust funct
ratio for such month is less than 10 pervenL

"(B) For purposes of this paragraph, the
term 'OASDI trust fund ratio' mean,s, with
respect to any monTh, the ratio of—

"(i) the combimed balance in the Federal
Old Age and Survivors Insurance Tru.
Fund and the Federal Disabjljt Insurance
Trust Fun4 riduced1 by the outstanding
mounL of any loan (including intores
thereon) theretofore made to either such
Trust Fund from the Federal Hospital Insur-
ance Trzt Fund under section 201(l), as of
the last day of the second month preeding
sitch month, to

"(ii) the amount obtained by multiplying
fry twelve the total amount which ( esti-
mated by the Secretary) wül be pzid fron
the Federal OW Age and Survivors Insur-
ance TrLLst Fund and the Feder2 Thsabilffij
Insurance Trust Fund during the moneh for
which such ratio is to be deterrniitec2 fov all
purposes authorized bij sectWn 201 (other
than pajments of interest on, or repajments
of, loan3 from the Federal Ho.pta Insur-
ance Trust Fund under section 20117)), but
excluding any transfer pczyments betw€en
such trust funds and reducing the amount of
any transfers to the Railroad Retirement Ac-
count by the amount of any transfers into
either such trust fund from that AccounL".
CREDITING AMOUNTS OF UNNEGOTIA TD ChECKS

TO TR (1ST FUNDS

SEc. 143. (al The Secretarj of the Trea.sury
shall taJce such actions as may be necessary
to ensure that amounts of checks for benefits
undcr title II of the Social Securdy Act
which have not beez presented for paiment
within a reasonable length of ti,me (not to
exceed twelve months) after issuance are
credited to the Federal Old-Age and Survi-
vors Insurance Trust Fund or the Federal
Disability Insurance Trust Fund, whichever
may be thc fund from which the check was
issuecL Amounts of any such check shall be
recharged to the fund from which they were
issued payment is subsequently made on
such check.

(b)(1) The Secream-y of the Treasury shall
transfer from the general fund of the Treas-
ury to the Federal Old-Age and Survivors In-
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surance Trttst Fund and to the Federal Dis-
ability Insurance Trttst Fund, as appropri-
ate, such sums as may be necessary to reiin-
burse such Trust Funds in the total amounts
of all currently unnegotiated benefit Checks.
After the alno ants appropriated by thts sub-
section have been transferred to the Tru,1
Funds, the provisions of sbection (a) shall
be applicable. There are hereby appropriated
into such Trust Funds swh sums a. may be
necessary tó reimburse .zich Trast Funds for
the amount of currently unncgotiated bene-
fit checks. The first such transfer shall be
made within thirty days after the date of the
enactment of this Act with respect to all
such an negotiatcd cherks as of such date of
enactment.

(2) As used in paragraph (1), the ter,n
"currently unnegoiated be'zefit checks"
means the checks issued under title II of the
Social Security Act prior to the date of the
enactment of this Act, which remain unne-
gotated after the tweifth month following
the date on which they were issued.
TRANSFER TO TRUST FUNDS FOR BENEFIT3 AT-

TRIBUTABLE TO MILITARY S&R VICE BEFORE 1957

SEC. 144. (a) Section 217(g) of the Social
Secur&Ly Act is amended to read as fdllow:

"APPROPRIATION TO TRUST FUNDS

"(g)(1) Within thirty days after the date of
the enactment of the Social Security Amend-
ments of 1983, the Secretary shall áetermzne
Vie amount equal to the excess of—

"(A) the actuarial present value as of such
date of enactment of the past and fulure
benefit payments from the Federal Old-Age
and Survivors Insurance Trust Fui4 the
Federa' Disability Insurance Trust Fund,
and the Federal Hospital In.ura,we Trust
Fund under this title and tulle XVIII, togeth-
er with associated administrative costs, re-
sulting from the operatzon of this sectwn
(other than this subsection) and sectton 210
of this Act as in effect before the eziactnzent
of the Social Securtly Act Amendments of
1950, over

"(B) any amounts premously transferred
from the genero2 fund of Uw Treasury to
such Trust Funds pursuami to the provisions
of this subsection a in effect immediately
before Uje date of the enactment of the
Social Security Amendments of 1981
Such actvj2rull present valzte shall be based
oz the rejevant actuarial assumption.s set
forth in the report of The Board of Trustees
of each such Trust Fund for 1983 under sec-
tions 201(c) and 1817(b). WUhin thirty datjs
after the date of the enactment of the Social
Security Aniendlnent3 -of 1983, the Secretary
of the Treasury shall transfer Ue amounL de-
termined under this paragraph with respect
to each such TrusL Fund t such Trust Fund
from amounts in the general fund of the
Treasiry not other-un,s,e appropriated.

"(2) The Secretary shall revise the amount
determined under paragraph (1) wtth re-
spct to each such Trus,t Fund in 1985 and
each fifth year thereafter, as determfted ap-
propriate by the Secrctary from data which
becomes available to him after the date of
the determination under paragraph (1) on
the bo,.is of the amount of benefits and ad-
ministrative expenscs actually paid from
such Trust Fund under this title or title
XVIII and the relevant actuartal a$sump-
tion et forth in the report of the Board of
Trustees of such Trust Fund for such year
under section 201(c) or 1817(b). Within 30
days after any such revision, the Secretary
of the Treasury, to the extent provided in ad-
vance in appropriation Acts, shall transfer
to such Trust Fund, from amounts in the
general fund of the Treasury not otherwise
appropriated, or from such Tru.sL Fund to
the general fund of the Treasury, such
amounts as the Secretary of the Treasury de-
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termines nece.ssary to compensate for such
revision."
PAYMENTS TO DR UST FUNDS OFAMO(JNTS EQ UI VA-

LENT TO TAXES ON SER VICE IN THE UNIFORMED
SER VICES PERFORMED AlTER 1956

SEC. 145. (a) Section 229(b) of the Social
Security Act is amended to read as follows:

"(b) There are authorized to be appropri-
ated to each of the Trust Funds, consisting
of the Federal Old-Age and Survivors Insur-
ance Trust, the Federal Disability Insurance
Trust Fund, and the Federal Hospital Insur-
ance Trust Fund; for transfer on July 1 of
each calendar year to such Trust Fund from
amounts in the general fund in the Treasury
not otherwise appropriated, an amount
equal to the total of the additional amounts
which would be appropriated to such Trust
Fund for the fiscal year ending September 30
of such calendar year under section 201 or
1817 of this Act V the amounts of the addi-
tional wages deemed to have been paid for
such calendar year by reason of subsection
(a) constituted remuneration for employ-
ment (as defined in section 3121(b) of the
Internal Revenue Code of 1954) for purposes
of the taxes imposed by sections 3101 and
3111 of the Internal Revenue Code of 1954.
Amounts authorized to be appropriated
under this subsection for transfer on July 1
of each calendar year shall be determined on
the basis of estimates of the Secretary of the
wages deemed to be paid for such calendar
year under subsection (a); and proper ad-
.,ustments shall be made in amounts author-
ized to be appropriated for subsequent
tranWer to the extent prior estimates were in
excess of or were less than such wages so
deemed to be paid. ".

(b) The amendment made by subsection
(a) shall be effective with respect to wages
deemed to have been paid for calendar years
after 1983.

(c)(1) Within thirty days after the date of
the enactment of this Act; the Secretary of
Health and Human Services shall determine
the additional amounts which would have
been appropruited into the Federal Old-Age
and Survivors Insurance Trust Fund the
Federal Disability Insurance Trust Fund;
and the Federal Hospital Insurance Trust
Fund under sections 201 and 1817 of the
Social Security Act; V the additional wages
deemed to have been paid under section
229(a) of the Social Security Act prior to
1984 had constituted remuneration for em-
ployment (as defined in section 3121(b) of
the Internal Revenue Code of 1954) for pur-
poses of the taxes imposed by sections 3101
and 3111 of the Internal Revenue Code of
1954, and the amount of interest which
would have been earned on such amounts if
they had been so appmpriated.

(2)(A) The Secretary of the Treasury shall,
within thirty days alter the date of the en-
actment of this Act; transfer into each such
Trust Fund; from the general fund in the
Treasury, an amount equal to the amount
determined with respect to such Trust Fund
under paragraph (1), less any amount ap-
pmpriated into such Trust Fund under the
provisions of section 229(b) of the Social Se-
curity Act prior to the date of the determina-
tion made under paragraph (1) wIth respect
to wages deemed to have been paid for calen-
dar years prior to 1984. There are hereby ap-
propriated into such Trust Funds sums
equal to the amounts to be transferred in ac-
cordance with thzs subparagraph into such
Trust Funds.

(B) The Secretary shall revise the amount
determined under subi,aragraph (A) within
one year after the date of the transfer made
under paragraph (1), as warranted by data
wMch may become available to him after
the date of the transfer under subparagraph
(A) based upon actual benefits paid under
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this title and title XVIII. Any amounts de-
termined to be needed for transfer shall be
transferred by the Secretary of the Treasury
into the appropriate Trust Fund from the
general fund in the Treasury, or out of the
appropriate Trust Fund into the general
fund in the Treasury, as may be appropri-
ate. There are authorized to be appropriated
to such Trust Funds sums equal to the
amounts to be transferred in accordance
with this subparagraph into such Trust
Funds.

TRUST FUND IN VESTMENT PROCEDURE

SEC. 146. (a) Section 201 of the Social Se-
curity Act is amended by striking out sub-
sections (d), (e), and (f) and inserting in lieu
thereof the following new subsections:

"(d) There are hereby created on the books
of the Treasury of the United States an ac-
count to be known as the Old-Age and Survi-
vors Insurance Depositary Account and an
account to be known as the Disability Insur-
ance Depositary Account.

"(e) The Managing Trustee shall deposit
that portion of the Federal Old-Age and Sur-
vivors Insurance Trust Fund not required to
meet current withdrawals from such Trust
Fund in the Old-Age and Survivors Insur-
ance Depositary Account and that portion
of the Federal Disability Insurance Trust
Fund not required to meet current with-
drawals from such Trust Fund in the Dis-
ability Insurance Depositary Account

"(f)(1) The Secretary of the Treasury may
apply moneys deposited in an account pur-
suant to subsection (e) in any way in which
he is authoted by law to apply moneys in
the general fund of the Treasury.

"(2)(A) Moneys deposited in an account
pursuant to subsection (e) shall be treated as
indebtedness of the United States for pur-
poses of section 1305(2) of title 31, United
States Code, and shall earn interest, payable
monthly, in an amount equal to the pmduct
obtained by multiplying the average balance
of moneys in the account for such month by
the average market yield (computed by the
Managing Trustee on the basis of market
quotations as of the end of each business
day of such month) on all marketable inter
est-bearing obligations of the United States
then forming a part of the public debt which
are not due or callable until after the expira-
tion of four years from the end of such
month, except that 'flower bonds' shall not
be incliuled in such computation.

"(B) For purposes of this paragraph, the
term 'flower bond' means a United States
Treasury bond which was issued before
March 4, 1971 and which may, at the option
of the duly constituted representatives of the
estate of a deceased individua4 be redeemed
at par (face) value, plus accrued interest to
the date of payment; tf—

"(i) it was owned by such deceased indi-
vidual at the time of his death,

"(ii) it is part of the estate of such de-
ceased individual, and

"(iii) such representatives authorize the
Secretary of the Treasury to apply the entire
pmceeds of the redemption of such bond to
the payment of Federal estate taxes.

"(3) The Managing Trustee may withdraw
moneys deposited in an account pursuant to
subsection (e) whenever he determines that
such moneys are necessary to meet current
withdrawals from the Trust Fund which de.
posited such moneys, and the Secretary of
the Treasury may sell obligations of the
United States in the market in an amount
not to exceed the amount of such withd raw-
al if he determines that such withdrawal ne-
cessitates an increase in the general fund of
the Trea.9ury by an amount not exceeding
such amounL ".

(b) Section 1817 of such Act is amended by
striMng out subsections (c), (d), and (e) and
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inserting in lieu thereof the following new
subsections:

"(c) There is hereby created on the books
of the Treasury of the United States an ac-
count to be known as the Hospital Insur-
ance Depositary Account.

"(d) The Managing Trustee shall deposit
that portion of the Federal Hospital Insur-
ance Trust Fund not required to meet cur-
rent withdrawals from such Trust Fund in
the Hospital Insurance Depositary Account.

"(e)(1) The Secretary of the Treasury may
apply moneys deposited in the accoutt pur-
suant to subsection (d) in any way in which
he is authorized by law to apply moneys in
the general fund of the Treasury.

"(2)(A) Moneys deposited in the account
pursuant to subsection (d) shall be treated
as indebtedness of the United States for pur-
poses of section 1305(2) of title 31, United
States Code, and shall earn interest, payable
monthly, in an amount equal to the product
obtained by multiplying the average balance
of moneys in the account for such month by
the average market yield (computed by the
Maniging Trustee o,r the basis of market
quotations as of the end of each business
day of such month) on all marketable inter-
est-bearing obligations of the United States
then forming a part of the public debt which
are not due or callable until after the expira-
tion of four years from the end of such
month, except that 'flower bonds' shall not
be included in such computation.

"(B) For purposes of this paragraph, the
term 'flower bond' means a United States
Treasury bond which was issued before
March 4, 1971, and which may, at the option
of the duly constituted representatives of the
estate of a deceased individua4 be redeemed
at par (face) value, plus accrued interest to
the date of payment; if—

"(i) it was owned by such deceased indi-
vidual at the time of his death,

"(ii) it is part of the estate of such de-
ceased individua4 and

"(iii) such representatives authortze the
Secretary of the Treasury to apply the entire
proceeds of the redemption of such bond to
the payment of Federal estate taxes.

"(3) The Managng Trustee may withdraw
moneys deposited in the account pursuant
to subsection (d) whenever he determines
that such moneys are necessary to meet cur-
rent withdrawals from the Trust Fund; and
the Secretary of the Treasury may sell obli-
gations of the United States in the market in
an amount not to exceed the amount of such
withdrawal V he determines that such with-
drawal necessitates an increase in the gener-
al fund of the Treasury by an amount not
exceeding such amount. '

(c) Section 1841 of such Act is amended by
striking out subsections (c), (d), and (e) and
inserting in lieu thereof the following new
subsections:

"(c) There is hereby established on the
books of the Treasury an account to be
known as the Supplementary Medical Insur-
ance Depositary AccounL

"(d) The Managing Trustee shall deposit
that portion of the Federal Supplementary
Medical Insurance Trust Fund not required
to meet current withdrawals from such
Trust Fund in the Supplementary Medical
Insurance Depositary Account.

"(e)(1) The Secretary of the Treasury may
apply moneys deposited in the account pur-
suant to subsection (d) in any way in which
he is authorzed by law to apply moneys in
the general fund of the Treasury.

"(2)(A) Moneys deposited in the account
pursuant to subsection (d) shall be treated
as indebtedness of the United States for pur-
poses of section 1305(2) of title 31, United
States Code, and shall earn interest, payable
monthly, in an amount equal to the product
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obtained by multiplying the average balance
of moneys in the account for such month by
the average market yield (computed by the
Managing Trustee on the basis of market
quotations as of the end of each business
day of such month) on all marketable inter-
est-bearing obligations of the United States
then forming a part of the public dcbt which
are not due or callable until after the expira-
tion of four years from the end of such
month, except that 'flower bonds' shall not
be included in such computation.

"(B) For purposes of this paragraph, the
term 'flower bond' means a United States
Treasury bond which was issued before
March 4, 1971, and which may, at the option
of the duly constituted representatives of the
estate of a cteceaseä individual, be redeemed
at par (face) value, plus accrued interest to
the date of payment, if—

"(i) it was owned by such deceased indi-
vidual at the time of his death,

"(ii) it is part of the estate of such de-
ceased individual, and

"(iii) such representatives authorize the
Secretary of the Treasury to apply the entire
proceeds of the redemption of such bond to
the payment of Federal estate .ta.xes.

"(3) The Managing Trustee may wthd raw
moneys deposited in the account pursuant
to subsection (d) whenever he determines
that such moneys are necessary to meet cur-
rent withdrawals from the Trust Func4 and
the Secretary of the Treasury may sell obli-
gations of the United States in the market in
an amount not to exceed the amount of such
withdrawal 1/he determines that such with-
drawal necessitates an increase in the gener-
al fund of the Treasury by an amount not
exceeding such amount. "

(d)(1) No later than the date on which this
section takes effect, the Secretary of the
Treasury shall redeem at par all otttstanding
obligations of the United States issued
under the Second Liberty Bond Act exclu-
sively for purchase by the Federal Old-Age
Insurance Trust Fund, the Federal Disabil-
ity Insurance Trust Fund, the Federal Hos-
pital Insurance Trust Func4 and the Federal
Supplementary Medical Insurance Trust
Fund (hereinafter in this subsection referred
to as the "Trust Funds").

(2)(A) The Managing Trustee may sell any
marketable obligation of the United States
held by the Trust Funds at market price at
any time and shall sell (or redeem) all
"flower bonds" held by the Trust Funds on
the date of enactment of this section at
market price no later than the date on
which this section takes effect.

(B) For purposes of this paragraph, the
term "flower bond" means a United States
Treasury bond which wa3 issued before
March 4, 1971, and which may, at the option
of the duly constituted representatives of the
estate of a deceased individual, be redeemed
at par (face) value, plu8 accrued interest to
the date of paymen4 if—

(i) it wa3 owned by such deceased individ-
ual at the time of hi8 death,

(ii) it is part of the estate of sucn deceased
individual, and

(iii) such rep resentztives authorize the
Secretary of the Treasury to apply the entire
proceects of the redemption of such bond to
the payment of Federal estate taa2es.

(3) The procceds from. the redemption and
sale of obligations of the United States pur-
.suant to paragraphs (1) and (2) shall be
paid to the Tru,t Fund selling or redeeming
uc1i obligations and that portion of such
proceeds which is not required to meet cur-
rent withdrawals from such Tryst Fund
shall be depostj in. the account established
with re.spect to such Trust Fund by subsec-
tioi (a), (b), or (c) of this Act.

(e) The nie,uIments made by this section
hali take effect on the first dcy of the first

month beginning more than 30 days after
the date of enactment of this Act.

AI)DITION OF PUBLIC MEZtBERS TO TRUST FUND
BOARDS OF TRUSTEES

SEC. 147. (a) Sections 201(c), 181 7(b), and
1841(b) of the Social Security Act are each
amended—

(1) by striking out the period at the end of
the first sentence and inserting in lieu there.
of a comma and "and of two members of the
public Iboth of whom may not be from the
same political pcirty), who shall be nomi-
nated by the President for a term of fotr
years and subject to confirmation by the
Senate; and

(2) by adding at the end thereof the follow-
ing new sentence. "A member of the public
serving on the Board of Trustee3 s?all not be
considered to be a fiduciary and shall not be
personally liable for actions taken in such
capicity with respect to the Trust Funds. '

(b) The amendnwnts made by subsection
(a) shall become effective on the date of en-
actment of this Act.

PAYMENT SCEISDULE BYSTATEAND LOCAL
GOVERNMENTS

SLC. 148. (a) Section 218(e)(1)(A) of the
Social Security Act is amended by striking
out "within the thirty-day period immedi-
ately following the last day of each calendar
month" and inserting in lieu thereof "in ac-
cordance with the same payment schedule as
applies to payment by employers of the taxe8
imposed under sections 3101 and 3111 of the
Internal Revenue Code of 1954'

(b) The amendment made by subsection
(a) shall be effective with respect to pay.
ments due on or after January 1, 1984.

NORMALIZED CREDITING OF SOCIAL SECURITY
TAXES DO TRUST FUNDS

SEC. 149. (a) Section 201(a) of the Social
Security Act is amended by striking out
"The amounts appropriated" in the Za.t sen-
tence and inserting in lieu thereof "Except
as provided in subsection (m), the amounts
appropriated '

(b) Section 201 of such Act is further
amended by adding at the end thereof the
following new subsection:

"(m)(1) The procedures in effect on Janu-
ary 1, 1983, with respect to the transfer of
the amounts appropriated by clauses (3) and
(4) of subsection (a) and the amounts appro-
priated by clauses (1) and (2) of subsection
(b) shall apply to a calendar month unless
the Secretary makes a finding under this
paragraph that, the OASDI trust fund ratio
as of the first day of such calendar month is
less than 12 percent.

"(2) If the Secretary makes the finding de-
scribed in paragraph (1) with respect to a
calendar month, the amounts appropriated
by clauses (3) and (4) shall be transferred on
the first day of such caZendar month from
the general fund of the Treasurj to the Fed-
eral Old-Age and Survivors Irsurance Trust
Fund, a?zd the amounts appropriated by
clauses (1) and (2) of subsection (b) shall be
transferred on the first day of such calendar
month from the general fund of the Treasury
to the Federal Disabüity Insurance Tritst
Fund, such amounts to be determined on the
basis of estimates by the Secretary of the
Treasury of the tares, specified in clauses (3)
and (4) of subsection (a), to be paid to or de-
posited into the Treasury during such calen-
dar month.

"(3) Proper adjust;rjcnts shall be made in
amounts subsequently transferred to the
extent prior estimates were in execs of or
were less than the ta.xes specified in clcuses
(3) and (4) of subsection (a).

"(4) All amounts transferred to either
Trust Fund under paragraph (2) shall be
treated by the Managing Tru.stee in the same
manner and to the same extent as the other
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assets of such Trust Fund; and such Trust
Fund shall pay interest to the general fund
on the amount so transferred at a rate (cal-
culated on a daily basis, and applied
against the difference between the amount
so transferred on such first day and the
amount which would have been transferred
to the Trust Fund up to that day under the
procedures in effect on January 1, 1983)
equal to the civerage 91-day Treasury bell
rate during such month (payable on the last
day of such month).

"(5) For purposes of this subsection, the
term 'OASDI trust fund ratio' means, with
respect to any month, the ratio of—

"(A) the combined balance in the Federal
Old-Age and• Survivors Insurance Trust
Fund and the Federal Disability Insurance
Trust Func4 reduced by the outstanding
amount of any loan (including interest
thereon) theretofore made to either such
Trust Fund from the Federal Hospital Insur-
ance Trust Fund under subsection (U, and
determined without regard to amounts
transfer-red theretofore under this subsec-
tion, as of the last day of the second month
preceding such month, to

"(B) the amount obtained by multiplying
by twelve the total amount which (as esti.
mated by the Secretary) wifl be paid from
the Federal Old-Age and Survivors Insur-
ance Trust Fund and the Federal Disability
Insurance Trust Fund during the month for
which such ratio is to be determined for all
purposes outhorized by section 201 (other
than payments of interest on, or repayments
of, loans from the Federal Hospital Insur-
ance Trust Fund under subsection (1)), but
excluding any transfer payments between
such trust funds and reducing the amount of
any transfers to the Railroad Retirement Ac-
count by the amount of any transfers into
either sizch trust fund from that Account.'

(C) The amendments made by this section
shall apply to calendar months beginning
after the date of enactment of this section
and before January 1, 1988.
.4MOUNTS RECEIVED UNDER CERTAIN DEFERRED

COMPENSATION AND SAL4RY REDUCTION AR-
RANGEMENTS TREADED AS WAGES FOR PICA
TAXES

SEC. 150. ca)(1) Section 3121 of the Inter-
nal Revenue Code of 1954 (relating to defini•
tjons) is amended by adding at the end
thereof the following new subsection:

"(v) TREATMENT OF CERTAIN DEFERRED COM-
PENSATION AND SALARY REDUCTION ARRANGE.
MENTS.—

"(1) CFR TA IN EMPLOYER CONTRIBUTIONS
TREATED AS WAGES.—Nothing in any para-
graph of subsection (a) (other than para-
graph (1)) shall exclude from the term
'wages' any employer contribution—

"(A) under a qualified cash or deferred ar-
rangement (as defined in section 401(k)) to
the extent not included in gross income by
reason of section 402(a)(8), or

"(B) under a cafeteria plan (a3 defined in
section 125(d)) which includes an arrange.
ment described in subparagraph (A) to the
extent the employee had the right to choose
cash, property, or other benefits which
would be wages for purposes of this chapter.

"(2) GOVERNMENTAL PLANS.—For purposes
of subsection (a)—

'?A) fN QENER.4L.—Except as provided in
subparagraph. (B), the term 'wages' shall not
include any payment to or from a govern-
mental plan (within the meaning of section
414(d)).

"(B) EXCEPTIONS—The term 'wages' shall
include any amoint—

"(i) deferred under a plan described in sec-
tion 457(a) (at the time the services which
relate to such payment were performed),
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"(ii) deferred under a plan described in

Subse!tion (e)(1), (e)(2)(D), or (e)(2)(E) of
section 457, or

'(iii) which is treated as wages under sub-
section (a)(5)(E) by reason of a salary reduc-
tion agreement. ".

(21 Paragraph (5) of section 3121(a) of
such Code (defining wages) is amended—

(A) by striking Out "or" at the end of sub-
paragraph (C),

(B) by trikznq out the semicolon at the
end of subparagraph (D) and inserting in
lieu thereof a comma and "or", and

(C) by adding at the end thereof the follow-
ing new subparagraph,

'(El under an annuity contract described
in section 403(b), Other than a payment for
the purchase of such contract which is made
by reason of a salari reduction agreement,".

(31 Subsection (a) of section 3121 of such
Code (defining wages) is amended—

A) in paragraph (2), by striking out sub-
paragraph (A) and redesignating subpara-
graphs (B), (C), and (D) as subparagraphs
(A). (B), and (C), respectively,

(B) by striking out paragraphs (3) a,id (91,
(C) in paragraph (13)(A)—
(i) by inserting "or" after "death, and
(ii) by str,king out "or (iii) r.tirement

after attaining an age specified in the plan
referred to in subparagraph (B) or in a pen-
sion plan of the employer, " and

(Dl by striking out "subparagraph (B)" in
the last sentence thereof an4 inscrting in
lieu thereof "subparagraph (A) '

(b)(1) Section 3306 of the Internat Reve-
nue Code of 1954 (relating to definitions) is
amended bij adding at the end thereof the
following new subsection:

"(r) TR&4DMyjv? OF CERTAIN DEFERRED COM-
PENSATION AND SALARY 1EDrJCTION ARRANGE-
MENTS. -

"(11 CERTAIN EMPLOYER CONTRIBUTIONS
TREATED AS WAGES.—Nothing in any para-
graph of subsection (b) (other than para-
graph (1)) shxill exclude from the term
'wages' any employer contribution—

"(A) under a qualified cash or deferred ar-
rangement (as defined in section 401(k)) to
the extent not included in gross income by
reason of section 402(a)(8), or

"(B) under a cafeteria plan (as defined in
section 125(d)) which includes an arrange-
ment described in subparagraph (A) to the
extent the employee had the right to choose
cash, properiji, or other benefits which
would be wages for purposes of this chapter.

"(2) GOVERNMENTAL PLANS—For purposes
of subsection (b)—

"(A) IN GENERAL—Except as provided in
subparagraph (B), the term 'wages' shall not
include any payment to or from a Govern-
mental plan (within the meaning of section
414(d)).

"(B) ExCEPnONs.—The term 'wages' shau
include any amount—

"(i) deferred under a plan described in sec-
tion 457(a) (at the time the services which
relate to such payment were performed),

"(ii) deferred under a plan described in
subsection (e)(1), (e)(2)(D), or (e)(2)(E) of
section 457, or

"(iii) which is treated as wages under sub-
section (b)(5)(E) by reason of a salary reduc-
tion agreement

(21 Paragraph (5) of section 3306th) of
such Code (defining wages) is amended—

(A) by striking out "or" at the end of sub
paragraph (C),

(B) by strllcing out the semicolon at the
eni of subparagraph (Dl and inserting in
lieu thereof a comma and 'or', and

(C) by adding at the end thereof the follow-
ing new subparagraph:

"(El under an annuity contract described
in section 403(b), other than a payment for
the purchase of such con fract which is made
by reason of a salary reduction agree?nent;'
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(31 Subsection (bI of section 3306 of such

Code (defin2ng wages) isamended—
(A) in paragraph (21, by striking out .ub-

paragraph (A) and redesignating subpara-
graph. (B). (C) and (Dl as subparairaphs
(A). (B). and (C), respeetively,

(B) by strking out paragraphs (31 and (81,
and

(C) in paragraph (101(A)—
(il bi inserting "or" after 'death. ' and
(ii) by striking out "or (iii) retirement

after attaining an age specified in the plan
referred o in subparagraph (B) or in a pen-
sion plan of L'e employer,

(41(A) Subparagraph A) of section
3306(b)(2) of such Code, as redesignated by
paragraph (3)(A), is amended to reLd as fol-
lows:

"(A) sickiess or accident disability (but,
in the case of payments made to an employ-
ee or any of h dependents, this subpara-
graph shall exclude from the term 'wages'
only payments which are ieceived under a
workiJians compensation law), or".

(B) Subsection (b) of section 3306 of such
Code (defining wages) is amended by adding
at the end thereof the following new flush
sentence:
"Except as otherwise provided in regula-
tions prescrthcd by the Secreary, any third
pzrty which makes a payment included in
wages solely by reason of the parenthetical
matter contained in subparagraph (A) of
parwraph (2) shall be treated for purposes
of this chapter and chapter 22 as the em-
ployer with respect to such wages. '

(C) Rules similar to the rules of subsec-
tions (d) and (e) of section 3 of the Act enti-
tled "An Act o amend the Omnibus Recon-
ciliation Act of 1981 to restore minimum
benefits under the Social Securuy Act"
(Public Law 97-123), approved December 29,
1981, shall apply in the administration of
section 3306(b)(2)(A) of such Code (as
amended by subparagraph (A)).

(c)(1) Section 209 of the Social Security
Act is amended by adding at the end thereof
(as amended by this Act) the following new
paragraphs:

"Nothing in any of the forejoing provi-
sions of this section (other than subsection
(a)) shall exclude from the term 'wages' any
employer contribution—

"(1) under a qualified cash or deferred ar-
rangement (as defined tn section 401(k)) to
the extent not included in gross income by
reason of section 402(a)'8), or

"(2) under a cafeteria plan (as defined in
section 125(d)) which includes an arrange-
ment described in paragraph (1) to the
extent the employee had the right to choose
cash, property, or other benefits which
would be wages for purposes of this chapter.

"For purposes of this section—
"(1) the term 'wages' shall not include any

payment to or from a governmental plan
(wit hn the meaning of section 414(d) of the
Internal Revenite Code of 1954); except that

"(2) the term 'wages' shall include any
amount—

"(A) deferred under a plan described in
section 457(a) of such Code (at the time the
services which relate to such payment were
performed),

"(B) deferred under a plan described in
subsection (e)(1), (e)(2)(D), or (e)(21(E) of
section 457 of such Code, or

"(C) which is treated as wages under sub-
section (el(S) by reason of a salary reduc-
tion agreement. "

(2) Subsection (e) of section 209 of such
Act Is amended by adding before the semi-
colon atthe end thereof the following: ' or
(5) under an annuity contract described in
section 403(b) of the Internal Revenue Code
of 1954. other than a payment for the pur-
cha.se of such contract which is made by
reason of a salary reduction agreement,".
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(3) Section 209 of such Act is amended.-
A) in subsection (b), by striking oul para-

graph (1) and redesignating piragraphs (2),
(31, and (4) as paragraphs 1,', (21, and (3),
respecti vel,

(B) by striking oitt subsections (C) and (II,
and

(C) in subsection (m)(1I—
(i) b7J inserting "or" after 'deth, and
(ii) by striking out "or (C) rctirc?n(nt after

attaining an age specified in the plan re-
ferred to in paragraph (2) or in a pension
plan of the employer,

(d)(11 Except as provcled in paragraph
(2), the amendment.i maae bij th section
shall apply to remuneration paid after De-
cember 31, 1983.

(2) The amendments made by subsection
(b) ha1t apply to remuneration paid after
December 31, 184.

CODIFICATION OF ROWAN DECISION WITH
RESPECT TO MEALS AND LODGING

SEC. 151. (aHi) Subsection (a) of section
3121 of the Internal Revenue Code of 1954
(defining wages) is amended by striking out
"or" at the end of paragraph (17), by strik-
ing out the period at the end of paragraph
(18) and inserting in lieu thereof '; or' and
by inserting after paragraph (18) the follow-
ing new ara graph:

"(19) the value of any meals or lodging
furnished by or on behalf of the employer if
at the time of such furnishing it is reason-
able to believe that the employee will be able
to exclude such item. from income under
section 119.

(2) Section 209 of the Social Security Act
is amended by striking out 'or" at the end
of subsection (p), by striking out the period
at the end of subsection (q) and inserting in
lieu thereof "; or", and by inserting after
subsection (q) the following new subsection.'

"(r) The value of any meals or lodging fur-
nished by or on behalf of the employer f at
the time of such furnishing it is rea.&onable
to believe that the employee will be able to
exclude such item. from income under sec-
tion 119 of the Internal Revenue Code of
1954.".

(b)(1) Subsection (a) of section 3121 of
such Code is amended by inserting after
paragraph (19) (as added by subsection (a)
of this section) the following new sentence:
"Nothing in the regulations prescribed for
purposes of chapter 24 (relating to income
tax withholding) which provides an exclu-
sion from 'wages' as used in such chapter
shall be construed to require a similar exclu-
sion from 'wages' in the regulations pre-
scri bed for purposes of this chapter. '

(2) Section 209 of the Social Security Act
is amended by inserting immediately after
subsection (r) (as added by subsection (a) of
this section) the following new sentence:
'Nothing in the regulations prescribed for

purposes of chapter 24 of the Internal Reve-
nue Code of 1954 (relating to income tax
witkholding) which provides an exclusion
from 'wages' as used in such chapter shall be
construed to require a similar exclusion
from 'wages' in the regulations prescribed
for purposes of this title. '

(c) Sitbsection (b) of section 3306 of the In-
ternal Revenue Code of 1954 (defining
wages) is amended—

(1) by striking out "or"at the end of para-
graph (12),

(2) by striking out the period at the end of
paragraph (13) and inserttng in lieu thereof

or",
(3) by adding immediately after para-

graph (13) the following new paragraph:
"(14) the value of any meals or lodging

furnished by or on behalf of the employer if
at the time of such furnishing it is reason-
able to believe that he employee will be able
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to exclude such items from income under
section 119. ", and

(4) by adding at the end thereof the follow.
ing new flush sentence;
"Nothing in the regulations prescribed for
purposes of chapter 24 (relating to income
tax withholding) which provides an exclu-
sion from 'wages' as used in such chapter
shall be construed to require a similar exclu-
sion from 'wages' in the regulations pre-
scri bed for purposes of this chapter.

(d)(1) Except as provided in paragraph
(2), the amendments made by subsections
(a) and (b) shall apply to remuneration paid
after December 31, 1983.

(2) The amendments made by subsection
(c) shall apply to remuneration paid after
December 31, 1984.

TREATMEIFT OF CONTRIBUTIONS UNDER
SIMPLIFIED EMPLOYEE PENSIONS

SEc. 152. (a) Subparagraph (Di of section
3121(a)(5) of the Internal Revenue Code of
1954 (defining wages) is amended by strik-
ing out "section 219" and inserting in lieu
thereof "section 21$(b)(2)'

(b) Subsection (e) of section 209 of the
Social Security Ac4 as amended by this Ac4
is amended by striking out the semicolon at
the end thereof and inserting in lieu thereof
the following: ' or (6) under a simplified
employee pension (as defined in section
408(k) of the Internal Revenue Code of 1954)
t at the time of the paymen4 it is reason-
able to believe that the employee will be enti-
tled to a deduction under section 219(b)(2)
of such Code for such paymen4'

(c) Subparagraph (D) of section 3306(b)(5)
of the Internal Revenue Code of 1954 is
amended by striking out "section 219" and
inserting in lieu thereof "section 219(b)(2)'

(d)(1) Except as provided in paragraph
(2), the amendments made by this section
shall apply to remuneration paid after De-
cember 31, 1983.

(2) The amendments made by subsection
(c) shall apply to remuneration paid after
December 31, 1984.

TITLE 11—SUPPLEMENTAL SECURITY
INCOME

INCREASE IN BENEFIT STANDARD

SEC. 201. (a) Section 1617 of the Social Se-
curUy Act is amended by adding at the end
thereof the following new subsection:

"(ci Effective July 1, 1983—
'(l) each of the dollar amounts in effect

under subsections (a)(1)(A) and (b)(1) of sec-
tion 1611, as previously increased under this
section, shall be increased by $240 (and the
dollar amount in effect under subsection
(a)(1)(A) of Public Law 93-66, as previously
so increased, shall be increased by $120);
and

"(2) each of the dollar amounts in effect
under subsections (a)(2)(A) and (b)(2) ofsec-
tion 1611, as previously increased under this
section, shall be increased by $360. '

(b) Section 1617(b) of such Act is amended
by striking out "this sectzon" and inserting
in izeu thereof "subsection (a) of this sec-tion'

ADJUSTMENT IN FEDERAL SSI PASS-ThRO UGH
PROVISIONS

S,jc. 202. Section 1618 of the Social Secu-
tity Act is amended by adding at eke end
thereof the following new subsection:

(d)(1) For any particular month after
Zyarch 1983, a State shall be deemed eo have
met the requirements of paragraph (4) of
subsection (a) if—

'L4) th combined level of s sappleinen-
tar paynients (to reiypient of the type in-
volved) and the amounts pajabLe under sec-
'ion 1611(b) (to such recipients), for thatparticular mont/i,
s not 1p.s than—

?Bi tlu' cornbinci level of its upp1e7nen-lary pajn, (to recivients of the type ifl-

volved) and the amounts payable under sec-
tion 1611(b) (to such recipients), for March
1983, increased by the amount of all cost-of-
living adjustments under section 1617 (and
any other benefit increases under this title)
which have occurred after March 1983 and
before that particular month.

"(2) In determining the amount of any in-
crease in the combined level involved under
paragraph (1)(B) of this subsection, any por-
tion of such amount which would otherwise
be attributable., to the increase under section
1617(c) shall be deemed instead to be equal
to the amount of the cost-of-living adjust-
ment which would have occuried in July
1983 (without regard to the 3-percent limita-
tion contained in section 215(i)(1)(B)) if
section 111 of the Social Security Act
Amendments of 1983 had not been enacted,

NOTIFICATION REGARDING SSI

SEC. 203. Prior to July 1, 1984, the Secre-
tary of Health and Human Services shall
notify all elderly recipients of benefits under
title II of the Social Security Ac4 who maz,
be eligible for Supplemental security income
benefits under title XVI of such Ac4 of the
availability of the supplemental security
income program, and shall encourage such
recipients to contact the Social Security dis-
trict office. Such notification shall also be
made to all recipients prior to attainment of
age 65, with the notification made with re-
spect to eligibility for supplemental medical
insurance.

TITLE Ill—MEDICARE
MEDICARE PA YMENTS FOR INPATIENT HOSPITAL

.SER VICES ON TilE flASIS OF PROSPECTIVE F_4Th5

SEC. 301. (a)(1) Section 1886(a)(4) of the
Social Secuñty Act is amended by adding at
the end the following new sentence: "Such
term does not include costs of approved edu-
cational activities, or, with respect to costs
incurred in cost reorting periods beginning
prior to October 1, 1986, capital-related
costs, as defined by the Secretary. '

(2) Subsection (a)(1) of section 1886 of
such Act is amended by adding at the end
thereof the following new subparagrap1

'?D) Subparagraph (A) shall not apply to
cost reporting periods beginning on or after
October 1, 1985. '

(3) It is the intent of Congress that, in con-
sidering the implementation of a system for
including capital-related costs under a pro-
spectively determined payment rate for in-
patient hospital services, costs related to
capital projects initiated on or after the ef
fective date of the implementatj of such a
system, may or may not be distinguish
and treated differently from costs of projects
initiated before such date.

(b) Section 1886(b) of such Act is amend-
ed—

(1) by striking out "Notwithstanding sec-
tions 1814(b), but subject to the provisions
of sections" in paragraph (1) and inserting
in lieu thereof "Notwwistandjng section
1814(b) but subjcct to the provisions of sec-tion'

(2) by inserting "(other than a subsection
(d) hospital, as defined in subsection
(dh1hB))" in the matter before subpara-
graph (A) of paragraph (1) after "of a hospi-

(3) by inserting, in the matter in. para.
graph U) following .nbparagruph (B),
"(other than on the ass of a DRG prospec-
tive payment rate determinea under sbsec-
tion (di)" after payale under this title";

(4# by repealing paragraph (2);
(5) by inserting "aru ubsectjon (d) and

except as provided in subsection (e)" inparagraph (3)(Jj) after "subparagraph (A)'
(6) by inserting or fiscal year" after 'costreporting pertod" each Place it appears inparagraph (3)(B);
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(7) by inserting "before the beginning of

the period or year" in paragraph (3)(B) after
"estimated by the Secretary";

(8) by striking out "exceeds" in paragraph
(3)(B) and inserting in lieu thereof "will
exceed"; and

(9) by amending paragraph (6), effective
with respect to cost reporting periods begin-
ning on or after October 1, 1982, to read as
follows:

"(6) In the case of any hospital which be-
comes subject to the taxes under sectiom
3111 of the Internal Revenue Code for 1954
for part or all of a cost reporting period, and
was not subject to such taxes for the 12-
month cost-reporting period referi-ed to in
subsection (b)(3)(A)(j), the Secretary shall
provide for an adjustment by increasing the
ba.se year amount referied to in subsection
(b)(3)(A)(i) for such hosp-ita.l applicable to
such cost reporting period by the amount of
such taxes paid or accrued by such hospital
for such cost reporting period. '

(c)(1) Subsection (c)(1) of such section is
amended—

(A) by striking out "and" at the end of
subparagraph (B),

(B) by striking out the period at the end of
subparagraph (C) and iiserting in lieu
thereof'and", and

(C) by adding at the end the following:
"(D) the Secretary determines that the

system will not preclude an eligible organi-
zation (as defined in section 1876(b)) from
negotiating directly with hospitals with re
spect to the organiation's rate of payment
for inpatient hospital services.
The Secretary cannot deny the application
of a State under this subsection on the
ground that the State's hospital re-imburse-
ment control system Is based on a payment
methodology other than on the basis of a di-
agnosis-related group or on the ground that
the amount of payments made under this
title under such system must be less than the
amount of payments which would otherwise
have been made under this title not using
such system. If the Secretary determines that
the conditions described in subparagraph
(C) are based on maintaining payment
amounts at no more than a specified per-centage increase above the payment
amounts in a base perLod, the State has the
opeion of applying such test (for inpatient
hospital services under part A) on an aggre-
gate paynent basis or on the basis of the
amount 0/payment per inpatient discharge
or admission, If the Secreta,ij deter,nincs
that the conditions described in subpora-
graph (C) are based on maintaining aggre-
gate pa,ment amounts below a national
average percentage increase in total pay-
ments under part A for inpatient hospital
services, the Secretary cannot deny the ap-
plication of a State under this subsection on
the ground that the State's rate of increase
in such payments for such services must be
less than such national average rate of in
crease.

(2) Subsection (&(3) of such section is
amended—

(A) by striking out "requirement of para-
graph (1)(A)" and inserting in lieu thereof
"requirements of subparagrap (A) and (D)of paragraph (1) and, arplicable, the re-
quirerncnj of paragraph (5), and

(B) by insertzng "(or, if applicable, in
paragraph (5))" in subparagraph (B) after"paragraph (1)"

(3) Subsection (c) of such section is further
amended by adding at the end the following
new paragraphs.-

"(4) The Secretary shall approve the re-
quest of a State under paragraph (1) wUh re-spect to a hospztal reimbursement control
syste,n if—
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"(A) the requirements of subparagrapiis

(A), (B), (C), and (DI of paragraph (1) have
been met with respect to the system, and

"(RI with respect to that system a waiver
of certain requirements of title XVIII of the
Social Sectrty Ac has been appro'ed on or
before (and which is in effect a on the date
of the enactment of the Social Security Act
Amendments of 1983, pursuant to section
402(a) of the Sccial Security Amendments of
1967 or section 222(a) of he Social Security
Amendments of 1972.
With respect to a S&t system described in
this paragrv.zph, the Secretary shaU jndge the
effectiveness of such system on the basis of
its rate of iwrease or inflation in inpatient
hospital paiments for individuaZs under
this title, compared to the natiomal rite
of increase or th.flation for such payrnenis,
with the State retaining the opt'cm to have
the test applied on the basis of th. aggregate
payment or pajtnents per inpatient admis-
sion or discharge during the three cost re
porting periods beginning on or after Octo-
ber 1, 1983, after which such test shall no
longer apply, and such hospitals. shall be
treated in the szme manner as under other
Waivers.

"(5) The Secretary shall approve the re-
quest of a State under paragraph (1) with re-
spect to a hospital reimbursement control
system if—

"(A) the rquirements of subparagraphs
(A), (B), (C), and (D) of paragraph (1) have
been met with respcct to the system;

"(B) the Secretary determines that the
system—

"(i) i.s operated directly by the State or by
an. entity designated pursuant to State law,

"(ii) provides for payment of, hospitals
covered under the system under method-
ology (which 3ets forth exceptions and ad-
justment,s, s well as any method for
changes zn the methodology) by which rates
or amounts to be paid for hospital service3
during a specjied period are establishect
under the system prtor to the defined rate
period, and

"(iii) hospttal3 covered under the system
will milice such reports (in lieu of cost and
other reports, identified by the Secretary,
otherwise required under this title) as the
Secretari may require in order to properly
monitor aurances provided under this sub-
section,

"(C) the State has provided the Secretary
with satisfactory assurances that operation
of the system will not result in any change
in hospital admission practices which result
in—

"(i) a significant reduction In the propor-
tion of patients (receivinp lwspital services
covered under the system) who have no
third-party coverage and who are unabLe to
pay for hospital services,

"(U) a significant reduction in the propor-
tion of individuals admitted to hospitaLs for
inpatient hospital services for which pay-
ment is (or zs likely to be) less than the an-
ticipa ted charges for or costs of such serv-
ices,

"(iii) the refusal to admit patients wno
would be expected to require unusually
costly or prolonged treatment for reasons
other than those re'ated to the appropr-iae-
ness of the care availabLe at the hospital, or

"(iv) the refusal to provide emergency
services to any person who is in need of
emerpency services V the hospital provides
such services;

"W) any change by the State in the system
which has the effect of materiaZly reducing
payments to hospitals can only take effect
upon 60 days notice to the Secretary and to
the hospitaLs the payment to which is likely
to be matenally affected by the change; and

"(E) the State has pro vided the Secretary
with sat 2sfactory assurances that in the de-
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veto pment of the stem the State has con-
sulted wit2 ocat governmental officia's con-
cerning the impact of the system on public
hospitals.
The Sceretary shaU respond to requests of
States under this paragraph within 60 days
of th date the request is submitted to the
Secretary.

(6) If the Secretary determines that the
assijrance8 described in paragraph (l)(C)
hare no been met with respect to any 36-
month period, he Secretari] may reduce
payments under thi title to hospitals under
the system in an amount equal to the
amount by which the payments under this
title under such system for such period ex
ceded the rrount of paimens which
would otherwise have been made under this
title not usznq such system. ".

(dl Subseciion (d) of such section. as
added by section L1O of the Tax Equity and
FiscaZ Responszbility Act of 1982, is amend-
ed—

(1) by striking ott "section 1814(b)" in
paragraph (2)(A) and inserting in lieu there-
of "subsection (b)", and

(2) by redesignating the subsection as sub-
section (j) and tran.férring and inserting
such subsection at the end of section 1814 of
the Social Securzty Act under the following
heading:

"Elimination of Lesser-of-Cost-or-Charges
Pro vision'

(e) Such section 1886 is further amended
by adding at the end the following new sub-
sections:

"(dllh)(A) Notwithstanding section
1814(b) but subject to the proviszons of sec-
tun 1813, he amount of the payment with
respect to the operating costs of inpatient
hospital services (as defined in subsection
(a)(4)) of a subsection (d) hospital (as de-
fined in subparagraph (B)) for inpatient
hospital discharges in a cost reporting
period or in a fiscal year—

"(ii beginning on or after October 1, 1983,
and before October 1, 1986, is equal to the
sum of—

"U) tiLe target percentage (as defined in
subparagraph (C)) of the hospital's target
amount for the cost reporting period (as de-
fined in subsection (b)(3)(A)) for the period,
aiid

"(II) t1e DRU percentage (as defined in
subparagrph (C)) of the applicable com-
bined aiuste DRG prospective payment
rate determined under subparagraph (D) for
such dischar''s: or

(ii) beg'riung on or after October 1, 1986.
is equal o the national adjusted DRG pros-
pective payment rate determined under
paragraph (3)Jr stch discharges.

"(B) As uscL in this section, the term 'sub-
section (d) hospital' means a hospital locat-
ed in one of the fifty States or the District of
Columbia other than—

"(i) a psychiatric hospital (as deftned in
section 1861(f)),

"(ii) j rehabilztation hospital (as defined
by the Secretary),

"1 iii) a hospital whose in patients are pre-
dominantly individuals under 18 years of
age or

'(iv) a hospital which has an average in-
patient ength of stay (as determined by the
Secretary) of greater than 25 days;
and, in accordance with regvations of the
Secretary, does not incLude a psychiatric or
rehabilitation unit of the hospital which is
a distinct part of the hospital (as defined by
the Secretary). The esclwiion of anSI catego-
r of hospitils or nnits under this subpara-
graph shafl ôecome inapplicable at such
time as the Secretary determines that ade-
quate data of cZinIcaL and statistical s-igntfi-
cance i,s available such that the Secretary
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may include siicI category n th payment
system established under this subsection.

"(C) For urposes of this subsection, for
cost reporting periods be.ginninq. or dis-
charges occurriuig—

'ti) on or after October 1, 1983, and before
October 1, 1984, the 'target percentage' is 75
percent and the 'DRG percentage' is 25 per-
cent;

"(hI on or after October 1, 1984, and
before October 1, 1985, the 'target percent-
age' is 50 percent and the 'DRG percentage
is 50 percent; and

"(iii) on or after October 1, 1985, and
before October 1, 1986. the 'target percent-
age' s 25 iercent and the DRG percentage'
is 75 percent.

?D) For purpoes of subparagraph
(A)(iHhI), the 'applicable combined adjusted
DRG prospective payment rate' for cost re-
porting periods beginning, or discharges oc-
curring—

"(i) on or after October 1, 1983, nd before
Octcber 1. 1984, is a combined rate consist-
ing of 25 percent of the national DRG pros-
pective payment rate, and 75 percent of the
regional DRG prospective payment rate, de-
ermined under paragraph (2) for such dis-
charges;

"(ii) on or after October 1, 1984, and
before October 1, 1985, is a combined rate
consisting of 50 percent of the national
DRG prospectve payment rate, and 50 per.
cent of the regional DRG prospective pay-
ment rate, determined under paragraph (3)
for such discharges;

"(iii) on or after October 1, 1985, and
before October 1, 1986, is a ccmbined rate
consisting of 75 percent of the national
DRG prospective payment rate, and 25 per-
cent of the regional DRG prospective pay-
ment rate, determined under paragraph (3);
and

"(iv) on or after October 1, 1986, is a rate
equal to the national DRG prospective pay-
ment rate determined un4er paragraph (3).

"(2) The Secretary shall determine a na-
tional adjusted DRG prospective payment
rate, for each inpatient hospital discharge
in fiscal year 1984 involving inpatient hos-
pital services of a subsection (d) hospital in
the United States, and shalL determine a re-
gional adjusted DRG prospective payment
rate for such discharges in each such region,
for which payment may be made under part
A of this title. Each such rate shall also be
determined for hospitals located in urban or
rural areas within the United States and
within each such region. Such determina-
tions shall be made as follows:

"(A) DxTERMlNlNG ALLOWABLE INDIVIDUAL
HOSPITAL COSTS FOR BASE PERIoD-—The Secre-
tary shalL deter-mine the alLowable operating
costs per dlscharge of tnpaticnt hospital
services for the hospital for the most recent
cost reporting period for which data are
availabie.

"(B) UPDATING FOR FISCAL YEAR 1984.—The
Secretary .hall update each amount deter-
mined under subparagraph (A) for fiscal
year 1984 by—

"(i) updating for fiscal year .1983 by the es-
timated average rate of change of hospital
costs indnstry-wuie between the cost report-
ing period used under such subparagraph
and fiscal ,jear 1983, and

"(ii) projecting for fiscal year 1984 by the
applicable percentage increase (as defined
in subsection (b113)(B)) for fiscal year 1984.

"(C) STANDARD!Z!NG AMOUNTS—The Secre-
tary shc.Ll standardt�e the amount updated
under subparagraph (B) for each hospital

"(i) excluding an estimate of indirect
medical education cost$.
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"(iz) adjusting fr variations among hos-
pitals by area and region in the average hos-
pital wage L'vei, and

"(iii) adjusting for variations in case mi,x
among hospital-s.

"(D) COMPU'rING URBAN AND RURAL AVER-
AGES—Tlje Secretary shall compute an aver-
age of the standardued amounts determined
under subparagraph (C) for the United
States and for each region—

"(i) for all subsection (d) hospitaLs located
in an urban area, and

"(ii) for all subsection (d) hospital-s locat-
ed in a ruralarea.
For purposes of this subsection, the term
'region' means one of the four census regions
established by the Bureau of the Census es-
tablished by the Secretary; the term turban
area' means an area within a Standard Met-
ropolitan Statistical Area (a3 defined by the
Office of Management and Budget) or
within such similar area as the Secretary
has recognized under subsection (a) by regu•
lation, and the term 'rural area' means any
area outside such an area or similar area.

"(E) REDUCING FOR VALUE OF OUTLIER PAY-
MEA'TS—The Secretary shall reduce each of
the average standardized amounts deter-
mined under subparagraph (D) by a propor-
tion equal tO the proportion (estimated by
the Secretary) of the amount of payments
under this subsection based on DRG pros.
pective payment rates which are additional
payments described in paragraph (5)(A) (re-
lating to outlier payments).

"(F) MAINTAINING B UDGET NEUTLJTy—77
Secrtarg shall adjust each of such average
standardized amounts as may be required
under subsection (e)(1)(B) for that fiscal
year.

"(G) COMPUTING DRG-SPECIFIC RATES FOR
URBAN AND RU&4L HOSPITALS IN THE UNJED
STATES AND IN EACH REGION—For each dis-
charge classified within a diagnosis-related
group, the Secretary shall establish a DRG
prospective payment rate which zs equal—

"(i) for hospital-s located in an urban area
in the United States, and for hospital-s locat-
ed in an urban area in each region, to the
product of—

"(1) the average standardized amount
(computed under subparagraph (D), reduced
under subparagraph (E), and adju.9ted under
subparagraph (F)) for hospitals located in
an urban area in the United States or in
that region, and

"(ID the weighting factor (determined
under paragraph (4)(B)) for that diagnosis-
rela ted g'oup; and

"(jz) for hosnitals located in a rural areain the Unted States, and for hospitaLs locat-
ed in a rural area in each region, to the
product of—

"(1) the average standardized amount
(computed under subparagraph (D), reduced
under subparagraph (E), and adjusted under
subparagraph (F)) for hospital-s located in a
rural area in the United States or in that
reiion, and

"(II) the weighting factor (determined
under paragraph (4)(B)) for that diagnosis-
rela ted group.

"(H) ADJUSThVG FOR DIFFERENT AREA WAGE
LEVEL5—The Secretary shall atjust the pro-portion (as estimated by the Secretary from
time to time) of hospitals' costs which areattributable to wages and wage-related
costs, of the DRG prospective payment rates
computed under Subparagraph (G) for area
differences in hospital wage levels by a
factor (established by the Secretary) reflect-
zng the relative hospztal wage level in the qe-
ographic area of the hospital compared to
the natzonal or regzonal average hospital
wage level as appropriate

"(3) The Secretary shall determine an ad-
justed DRG prospective payment rate, for

each inpatient hospital discharge in a fiscal
year after fiscal year 1984 involving inpa-
tient hospital services of a subsection (d)
hospital for which payment may be made
under part A of this title, as follows:

"(A) UPDATING PREVIOUS STANDARDIZED
AMOUN7S.—The Secretary shall compute an
average standardised amount for hospitals
located in an urban area within the United
States and, for fiscal year 1985, for hospitals
located in an urban area within each
region, and for hospitals located in a rural
area within the United States, and for fiscal
year 1985, for hospitaLs located in a rural
area within each region, and equal to the re-
spective average standardized amount com-
puted for the previous fiscal year under
paragraph (2)(D) or under this subpara-
graph, increased by the applicable percent-
age increase under subsection (b)(3)(B) for
that particular fiscal year.

"(B) REDUCING FOR VALUE OF OUTLIER PAY-
MENTS—The Secretary shall reduce each of
the average standardized amounts deter-
mined under subparagraph (A) by a propor-
tion equal to the proportion (estimated by
the Secretary) of the amount of payments
under this subsection based On DRG pros-
pective payment amounts which are addi-
tional payments described in paragraph
(5)(A) (relating to outlier payments).

"(C) MAINTAIN!NG BUDGET NEUT&4LITY— The
Secretary shall adju.t each of such average
standardized amounts as may be required
under subsection (e)(1)(B) for that fiscal
year.

"(D) COMPUTING DRG-SPECIFIC R.47S FOR
URBAN AND RURAL HOSPIT.4L3—For each dis-
charge classified within a diagnosis-related
group, the Secretary shall establish a DRG
prospective payment rate for the fiscal year
which is equal—

"(i) for hospital-s located in an urban area
in the United States and (If applicable) for
hospital-s located in an urban area in each
region, to the product of—

"(I) the average standardized amount
(computed under subparagraph (A), reduced
under subparagraph (B), and adju3ted
under subparagraph (C)) for the fiscal year
for hospital-s located in an urban arec in the
United States or in that region, and

"(II) the weighting factor (determined
under paragraph (4)(B)) for that diagnos.
related group; and

"(ii) for hospitals located in a rural area
in the United Sf ates and (if applicable) for
hospital-s located in a rural area in each
region (and, if applicable, in a census divi-
sion), to the product of—

"(I) the average standard zed amount
(computed under subparagraph (A), reduced
under subparagraph (B), and adjusted
under subparagraph (C)) for the fiscal year
for hospitals located in a rural area in the
United States or in that region, and

"(II) the weighting factor (determined
under paragraph (4)(B)) for that diagnosis-
rela ted grozp.

"(E) ADJUSTING FOR DIFFERENT ARE4 WAGE
LEVELS.—The Secretary shall adjust the pro-
portion, (as estimated by the Secretary from
time to time) of hosptaig' cots which areattributable to wages and wage-related
costs, of the DRG prospective payment rates
computed under subparagraph (D) for area
differences in hospital wage level-s by a
factor (established b7) the Secretary) reflect-
ing the relative hospital wage level in the ge-
ographic area of the hospital compared
the national or repzonal average hospital
wage level as appropri ate.

'(4)(A) The Secretary shall establish aclassification of inpatient hospital dis-
charges by diagnosis-related groups and a
methodology for classifying specific hospital
discharges within these groups.
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"(B) For each such diagnosis-related
group the Secretary shall assign an appro-
priate wezgl?tzng factor which reflects the
relative hospital resources used with respect
to discharges classified within that group
compared to discharges classified within
other groups.

"(C) The Secretary shall adjust the classifi-
cations and weighting factors established
under subparagraph.s (A) and (B), at least
every five years, to reflect changes in treat-
ment patterns, technology, and other factors
which may change the relative use of hospi-
tal resources.

"(D) The Commission (established under
subsection (e)(2)) shall consult with and
make recommendations to the Secretary
with respect to adjustments to be made
under subparagraph (C), based upon its
evaluation of scientific evidence with re-
spect to new practices, including the use of
new technologies and treatment modalities.
The Commission shall report to the Congress
with respect to its evaluation of any adjust-
ments made by the Secretary under subpara-
graph (C).

°(5)(A)(i) The Secretary shall provide for
an additional payment for a subsection (d)
hospital for any discharge in a diagnosis-re-
lated group, the length of stay of which ex-
ceeds the mean length of stay for discharges
within that group b, a fixed number of days,
or exceeds such mean length of stay by some
fixed number of standard deviations, which-
ever is the lesser.

"(ii) For cases which are not included in
clause (i), a hospital may request additional
payments in any case where changes, adjust-
ed to cost, exceed a fixed multiple of the
DRG rate, or exceed such other fixed dollar
amount, whichever is greater.

"(iii) The amount of such additional pay-
ment under clauses (i) and (ii) shall be de-
termined by the Secretary and shall approx-t-
mate the marginal cost of care beyond the
cutoff point applicable under clause (ii or
(ii).

"(iv) The total amount of the additional
payments made under this subparagraph for
discharges in a fiscal year may not be less
than 5 percent nor more than 6 percent of
the total payments made based on DRG
prospective payment rates for discharges in
that year, and the DRG rates shall be re-
duced to compensate for any payments
under this subparagraph in excess of such 6
percent

"(B) The Secretary shall provide for an-ad-
ditional payment amount for subsection (d)
hospitals with indirect costs of medical edu-
cation, in an amount computed in the same
manner as the adjustment for such costs
under regulatzons (in effect as of January 1,
1983) under subsection (a)(2), except that in
the computation under this subparagraph
the Scretcjry shall use an educational ad-
justment factor equal to twice the factor
provided uncter such regulations.

"(C)(z) The Secretary shall provide for
such exceptions and adjustments to the pay-
ment amounts established under this subsec-
tion as the Secretary deem.s appropriate to
take into account the special needs of public
or other hospitals that serve a significantly
disproportionate number of patients who
ha be low income or are entitled to beneftts
under part A of thjs title.

"(ii) Wit/i respect to a hospital which is a
sole community hospital', payment under
paragraph (1)(A)(i) for any Cost reporting
period or fiscal year beginning on or afterOctober 1. 1983, shall be determined using
the target percentage and DRG percentage
applicable for the fiscal year beginning on
October 1, 1983, and in no case shall total
payments to such a hospital under this title
for any cost reporting period beginning on

CONGRESSIONAL RECORD — SENATE



S 3016
or after October 1, 1933, and before October
1, 1986, be less than such payments to such
hospital for the preceding cost reporting
period. For puipoes of this subparagraph,
the term 'sole community hospital' means a
hospital that, by reason of factors such as
isolated location, weather conditions, travel
conditions, or absence of other hospitals (as
determined by the Secretary), is the sole
source of inpatient hospital services reason-
ably available to individuals in a geographi-
cal area who are entitled to benefits under
part A.

"(iii) The Secretary may provide for such
adjustments to the payment amounts as the
Secretary deems appropriate to take into ac-
count the unique circumstances of hospitals
located in Ala.ka and Hawaii.

"(D)(i) The Secretary shall estimate the
amount of reimbursement made for services
described in section 1862(a)(14) with respect
to which payment wa. made under part B
in the base reporting periods referred to in
paragraph (2)(A) and with respect to which
payment is no longer being made.

"(ii) The Secretary shall provide for an ad-
justment to the payment for subsection (d)
hospitals in each fiscal year so as appropri-
ately to reflect the net amount described in
clause (i).

"(E) This paragraph shall apply only to
subsection (d) hospitals that receive pay-
ments in amounts computed under this sub-
section.

"(6) The Secretary shall provide for publi-
cation in the Federal Register, on or before
the September 1 before each fiscal year (be-
ginning with fiscal year 1984), of a descrip-
tion of the methodology and data used n
computing the adjusted DRG prospective
payment rates under this subsection, includ-
ing any adjustments required under subsec-
tion (e)(1)(B).

"(7) There shall be no administrative or
judicial review under section 1878 or other-
wise of—

'(A) the determination of the requirement,
or the proportional amount, of any adjust-
ment effected pursuant to subsection (e)(1),
and

"(B) the establishment of diagnosis-related
groups, of the methodology for the classifica-
tion of discharges within such groups, and
of the appropriate weighting factors thereof
under paragraph (4).

'?e)(1)(A) For Cost reporting periods of
hospitals beginning in fiscal year 1984 or
fiscal year 1985, the Secretary shall provide
for such proportional adjustment in the ap-
plicable percentage increase (otherwise ap-
plicable to the periods under subsection
(b)(3)(B)) as may be necessary to assure
that—

"(i) the aggregate payment amounts other-
wise provided under subsection
(d)(11(AIt'i)(I1 and (d)(5) for that fiscal year
for operating costs of inpatient hospital
services of hospitals,
are not greater or less than—

"(ii) the target percentage (as defined in
subsection (d)(1)(C)) of the payment
amounts which would have been payable for
such services for• those same hospitals for
that fiscal year under this section under the
law as in effect before the date of the enact-
ment of the Social Secur&ty Act Amendments
of 1983;
except that the adjustment made under this
sub paragrapl& shall apply only to subsection
(dl hospitals and shall not apply for pur-
poses of making Computations under subsec-
tion (d)(2)(B)(ii) or subseCtion (d)(3)(A).

"(B) For discharges occurring in fiscal
year 1984 or fiscal year 1985, the Secretary
shall provide under subsections (d)(2)(F)
and (d)(3)(C) for such equal proportional
adjustment in each of the average standard-
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ized amounts otherwise computed for that
fiscal year a may be necessary to assure
that—

'(i) the aggregate payment amounts other-
wise provided under subsection
(d)(1)(A)(i)(I1) and (d)(5) for that fiscal year
for operating costs of inpatient hospital
services of hospitals,
are not greater or less than—

"(ii) the DRG percentage (as defined in
subsection (d)(1)(C)) of the payment
amounts which would have been payable for
such services for those same hospitals for
that fiscal year under this section under the
law as in effect before the date of the enact-
ment of the Social Security Act Amendments
of 1983.

"(2) The Secretary shall provide for ap-
pozntment of a Commission of independent
experts, selected by the Office of Technology
Assessment (hereinafter in this subsection
referred to as the 'Commission') to review
the applicable percentage increase factor de-
scribed in subsection (b)(3)(B) and make
recommendations to the Secretary on the ap-
propriate percentage increase which should
be effected for hospital inpatient discharges
under subsections (b) and (d) for fiscal years
beginning with fiscal year 1985. In making
its recommendations, the Commission shall
take into account changes in the hospital
market-basket described in subsection
(b)(3)(B), hospital productivity, technologi
cal and scientific advances, the quality of
health care provided in hospitals (including
the quality and skill level of professional
nursing required to maintain quality care),
and long-term cost-effectiveness in the pro-
vision of inpatient hospital services.

"(3) The Commission, not later than the
April 1 before the beginning of each fiscal
year (beginning with fiscal year 1985), shall
report its recommendations to the Secretary
on an appropriate increase factor which
should be used (instead of the applicable
percentage increase described in subsection
(b)(3)(B)) for inpatient hospital services for
discharge.s in that fiscal year.

"(4) Taking into consideration the recom-
mendations of the Commission, the Secre-
tary shall determine for each fiscal year (be-
ginning with fiscal year 1986) the percent-
age increase which will apply for purposes
of this section as the applicable percentage
increase (otherwise described in subsection
(b)(3)(B)) for discharges in that fiscal year,
and which will assure adequate compensa-
tion for the efficient and effective delivery of
medically appropriate and necessary care of
high quality.

"(5) The Secretary shall cause to have pub-
lished in the Federal Register, not later
than—

"(A) the June 1 before each fiscal year (be-
ginning with fiscal year 1985), the Secre-
tary's proposed determination under para-
graph (4)for that fiscal year, and

"(B) the September 1 before such fiscal
year, the Secretary's final determination
under such paragraph for that year.
The Secretary shall include in the publica-
tion referreci to in subparagraph (A) for a
fiscal year the report of the Commission's
recommendations submitted under para-
graph (3) for that fiscal year.

"(61(A) The Commission shall consist of
fifteen individuals selected and appointed
by the Director of the Congressional Office
of Technology Assessment (hereafter in this
part referred to as the 'Director' and the
'Office respectively). Such appointments
shall be without regard to the provisions of
title 5, United States Code, governing ap-
pointments in the competitive service. Mem-
bers of the Commission shall be appointed
no later than April 1, 1984, for a ternt of
three years, except that the Director may
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provide inita1lv for such short'r t'rrns u
will insure that (on a coninuinq basL) tiw
terms f no more than seven inernber shal!
expire in any one year. Members of (h' Coni-
niision shall be ehgble for recppintment
for no more than two consecutive terms.

"(B) The membership of the Commission
shall provide expertise and experience in the
provision and financing of health care, in-
cluding but not limited to physicians ai'd
registered professional nurses, employers,
third party payors, and individuals skilled
in the conduct and interpretation of biome-
dical, health services, and health economics
research. The Director shall seek nomina-
tions from a wide range of groups, including
but not limited to—

"(i) national organizations representing
physicians, includ?ng medical specialty or-
ganizations and registered professional
nurses and other skilled health profession-
als;

"(ii) national organizations representing
hospitals, including teaching hospitals; and

"(iii) national organizations representing
the business community, health benefit pro-
grams, labor, and the elderly.

"(C) The Commission may employ suh
personnel (not to exceed 50) as may be neces-
sãry to carry Out its duties. Subject to ap-
proval by the Director, the Commission shall
appoint one of the members of its-staff as
Executive Director. The Commission is au-
thorized to seek such assistance and support
as may be required in the performance of its
duties from appropriate Federal depart-
ments and agencies.. Such assistance may
include the provision of detailees, office
space, and related services, with or without
reimbursement, as agreed upon by the Com-
mission and the head of the appropriate de-
partment or agency.

"(D) While serving on the business of the
Commission (including traveltime), a
member of the Commission shall be entitled
to compensation at the per diem equivalent
of the rate provided for level IV of the Ex-
ecutive Schedule under section 5315 of title
5, United States Code; and while so serving
away from home and his regular place of
business, a member may be allowed travel
expenses, including per diem in lieu of sub-
sistence, as authorized by the Chairman of
the Commission

"(E) The Executive Director shall be com-
pensated at the rate provided for level IV of
the Executive Schedule under section 5315 of
title 5, United States Code.

"(F) The Executive Director shall, in ac-
Cordance with such policies as the Commis-
sion may prescribe, appoint and fvx the
rates of compensation of such personnel as
may be necessary to carry out the provisions
of this part. Such rates of compensation
may not exceed the level specified in subpar-
agraph (E).

"(0) The Commission shall have the au-
thority to—

"(i) enter into contracts or make other ar-
rangements, as may be necessary for the
conduct of the work of the Commission,
with any competent personnel or organiza-
tion, with or without reimbursement, with-
out performance or other bonds, and with-
out regard to section 3709 of the Revised
Statutes (41 U.S.C. 5);

"(ii) make advance, progress, and other
payments which relate to the work of the
Commission without regard to the provi-
sions of section 3324 of title 31, United
States Code;

"(iii) accept services of voluntary and un-
compensated personnel that are necessary
for the conduct of the work of the Commis-
sion and provide transportation and sub-
sistence as authorized by section 5703 of



March 16, 19S3
title 5, Uni'd Siaies Code, for persons serv-
ing without comeiisa1ion;

'(iv) acquire by purchase, lease, loan, or
gift, and hold and dispose of by sale, lease,
or loan, real and personal property of all
kinds thct i,s necessary for, or results from,
the exercise of authority granted by this part
(wUhout regard to the first section of the Act
of March 3, 1877 (19 Stat. 370, chapter 106,'
40 U.S.C. 34)); and

'(v) prescribe such rules and regulations
as it deems necessary with respect to the in-
ternal orqaniation and operation of the
Commission.

"(H) In order to identify medicaZly appro-
pri ate patterns of health resources use in ac-
cordance with paragraph (2h'A), the Com-
mission shall collect and assess information
on medical and surgical procedures and
services, including information on regional
variations of medical practice and lengths
of hospita1iation and on other patient-care
data, giving special attention to treatment
patterns for conditions which appear to in-
volve excessively costly or inappropriate
services not adding to the quality of care
provided. In order to assess the safety, effi-
ciency, and cost-effectiveness of new and ex-
i-sting medical and surgical procedures, the
Commission shall, in coordination to the
extent possible with the Secretary, collect
and assess factual information, giving spe-
cial attention to the needs of updating cxist-
ing DRG's, establishing new DRG's, and
making recommendations on relative DRG
weights to reflect appropriate differences in
resource cons-umption in delivering safe, ef-
ficacious, and cost-effective care. In collect-
ing and assessing information, the Commis-
sion shall—

"(i) utilize existing information, both pub-
lished anti unpublished, where possible, col-
lected and assessed either by its own staff or
under other arrangements made in accord-
ance with this part, and

"(ii) carry out, or award grants or con-
tracts for, original research where ext8ting
information is inadeQuate for the .tevelop-
ment of weful and valid guidelines by the
Commission.

"(I) The Commission shall have access to
such relevant information and data as may
be available from appropriate Federal agen-
cies. The Commission shall maintain the
confidentiality of all confidential informa-
tion it receives.

"(J) There shall be established a Federal
Liaison Committee to the Commission
(hereafter in this part referred to as the
Committee'). Tue Committee shall—

"(1) arrançje for the acquisition of infor-
mation in accordance with subparagraph
(I) and assure that its activities, especially
the conduct of originat research and medi-
cal studies, are coordinated with the activi-
ties of Federal agencies; nd

"(2) adyise the Comn'.jsion with respect
to the aciities of Federal agencies that
relate to the ut of the Commission or to
particular medical procedures and services
under study, or being considered for study,
by the Commission.
The Fe1era Liaison Committee shall consist
of dec'te of thcse Federal agencc,s which
can, n iud'rnent of the Commission,
play a sc,fcat rcle in assisting the Com-
mzssjor. Thg Administrator of the Health
Care Fnancmg Administration shall serve
as the Chairman of the Committee. Members
of the Committee shall serve without addi-
tonal compensation. The CommUL,e shall
meet at the call of the Chairman of the Com-
mUtee, or a the call of the chairman of the
Comrnisswn, but ?wt less than six times a
year.

'(K) (i) The Office shall report to the Con-
gress, from time to time, on the functioning

and progress of the Commission and on the
status of the assessment of medical proce-
dures and services by the Commission. Such
reports shall be annual for tiLe first three
years of the Commission's operation and bi-
annual thereafter, and shall be delivered to
the Congress by March 15 of each reporting
year.

"(ii) The Office shall have unrestricted
access to all deliberations, records, and data
of the Comrnison, immediately upon its re-
quest.

"(iii) In order to carry ottt its duties under
this part, the Office is author-tzed to expend
reasonable and necessary funds as mutually
agreed upon by the Office and the Commis-
sion. The Office shall be reimbursed for such
funds by the Commzssion from th appropri-
ations made with respect to the Commis-
sion. The Office shall carry out such duties
subject to approval of the Technology Assess-
ment Board, as prescribed by sections 3(d)
(2) and (3) of the Technology Assessment Act
of 1972 (2 U.S.C. 472(d) (2) and (3)). -

"(L)(i) There are authorized to be appro-
priated such sums as may be necessary to
carry out the proviszon of this paragraph.

'(ii) Eight yfive percent of such appropn-
ation shall be payable from the Federal Hos-
pital Insurance Tru.t Fund, and 15 percent
of such appropriation shall be payabZe from
the Federal Supplementary Medical InslAr-
ance Trust Fund."

(f) Section 1862(a)(1) of the Social Secu-
rity Act is amended—

(1) by striking out (B) or (C)" and insert-
ing in lieu thereof "(B), (C), or (D)"

(2) by striking out "and" at the end of sub-
paragraph (B);

(3) by striking out the semicolon at the
end of subparagraph (C) and inserting in
lieu thereof a comma and "and', anti

(4) by adding at the end thereof the follow-
ing new subparagraph.

"(D) in the case of clinical care items and
services provided with the concurrence of
the Secretary and with respect to research
and experimeitation conducted by, or under
contract with, the Prospective Payment As-
sessment Commission or the Secretary,
which are not reasonable and necessary to
carry out the purposes of section
188 6(d)(6);'

CONFORMING AMENDMENTS

SEC. 302. (a) Sections 1814(g) and 1835(e)
of the Social Security Act are each amended
by znserting "(or wouid be V sect-ion 1886
did not apply)" after "section
1861(v)(1)(D)"

(b) Section 1814 fh)(2) of such Act is
amended by striking out the reaonabIe
costs for such services" and inserting in lieu
thereof 'the amount that would be payable
for such services under subsection (b) and
section 1886"

(cfl'l) The matter in section
1861(v)(1)(G)(i) of such Act following sub-
clavse (111) is amended by striking out "on
the basis of the rcasoable cost of" and in-
serting in lieu thereof "the amount other-
wzse pcyable under part A with respect to'

(2.' Section 1862(vI(2)(A) of such Act is
amended by striking out "an amount equal
to the reasonable cost of" and inserUng in
lieu thereof "the amount that would be
taken into account with reopect to"

(3) Section 1861(v)(2.'B) of such Act is
amended by striking out "ehe equivalent of
the reasonable cost of'

(4) Section 1861(v)(3) of such Act is
amended by striking out 'the reasonable
cost of such bed and board furnished in
semzprivate accommodations (determined
pursuant to paragraph (1))" and inserting
zn lieu thereof the amount otherwise pay-
able under this (zt.le for such bed and board
furnished zn semiprivate accommodations"
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(d) Section 1862(a) of such Act is amend-

ed—
(1) by striking out "or" at the ed of para-

g-aph (12),
(2) by striking out the period at the end 0.1

paragraph (13) and inserting in lieu thereof' or' and
(3) bj adding at the end ehe following new

parag, aph:
"(14) which are other than physicians'

services (as defined in regulations) and
which are furnished to an individual who is
an inpatient of a hospital by an entity other
than the hospital, unless the services are fur-
nished under arrangements (as defined n
section 1861(w)(1)) with the entity made by
the hospitaL '

(&(1) Section 1866(a)(1) of such Act is
amended—

(A) by striking out °and" at the end of
subparagraph (D),

(B) by striking out the period at the end of
subparagraph (E), and

(C) by adding at the end the following new
subparagraphs:

"(F) in the case of hospital.s which prornde
inpatient hospital services for which pay-
ment may be made under subsection (ci or
(d) of section 1886, to maintain an agree-
ment with a utilization and quality control
peer review organization (1,! there is such an
organization which has a contract with the
Secretary under part B of title XI for the
area in which the hospital i. located) under
which the organi2ation will perform func-
tions under that part with respect to the
review of the accuractj of diagnostic infor-
mation on such hospital's bills, the com-
pleteness and adequacy of care provided, the
appropriateness of admission3, and the ap-
propriateness of care provided for which ad-
ditional payments are sought under section
1886(d)(5), with respect to inpatient hospi-
tal services for which payment may be made
under part A of this title (and for purposes
of paymenL under this title the cost of such
agreement to the hospital shall be consid-
ered a cost incurred by such hospital in pro-
viding inpatient services under part A, but
shall be paid directly by the Secretari,, to
such organization on behalf of such hospiLal
zn accordance with a budget approved by
the Secretary),

"(G) in the cuse of ho8pital.3 which provide
inpatient hospital services for which pay-
ment may be made under subsectjcm (b) or
(d) of section 1886, not to charge any indi-
vidual or any other perzon for inpatient
hospital services for which such individual
would be entitled to have payment made
under part A but for a denial or reduction of
payments under section 1886(f), and

"(H) zn the case of hospjtaj.s which provide
inpatient hospitat services for which pay-
ment mail be made under section 1886(d), to
have all items and services (other than ph-
ricians' services s defined in regulations)
(i) that are furnished to an individuaE who
is an inpatient of the hospital, and (ii) for
which the individuat is entitled to have pay-
ment maa under t1is title, furnish&j by he
hospital oT otherwise under arrangements
(as defined in section 1861(w)(1)) made by
the hospitaL '

(2) The matter in section l&66(a)(2HB)( ii)
of such Act preceding subclause ti) is
amenaed by inserting "and except with re-
spect o inpatient hospital cets with respect
to which amounts are payable under section
1886(d)" after "(except with respect to emer-
gency services)'.

(fi Section 1876(g) of such Act is amended
by adding at the end the following:

"(4 A risk-sharing contract under this
subsectzon may, at the option of an eligible
organzzatjon, provide that the Secretary—
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"(A) will reimburse hospitals for payment

amounts determined in accordance with sec-
tion 1886, a applicable, of inpatient hospi-
tal services furnished to individuals en-
roiled with such organization pursuant to
subsection id) and

"(B) will deduct the amount of such reim-
bursement for payment which would other-
wise be made to such organization.

(g)(1) Section 1878(a) of such Act is
amended—

(A) by inserting "and (except as provided
in subsection (g)(2)) any hospital which re-
ceives payments in amounts computed
under section 1886(d) and which has sub-
mitted such reports within such time as the
Secretary may require in order to make pay-
ment under such section may obtain a hear-
ing with respect to such payment by the
Board' after "subsection (hi" in the matter
before paragraph (1),

(B) by inserting "(i)" after "(A)" in para-
graph (1)(A),

(C) by inserting "or" at the end of para-
graph (1)(A) and by adding after such para-
graph the following new clawse:

"(ii) is dissatisfied with a final determina-
tion of the Secretary as to the amount of the
payment under section 1886(d), ' and

(D) by striking out "(1)(A)" in paragraph
(3) and inserting in lieu thereof "(1)(A)(i),
or with respect to appeals under paragraph
(1)(A)(ii), 180 days after notice of the Secre-
tary's final determination,

(2)(A) The last sentence of section
1878(f)(1) of the Social Security Act is
amended by inserting "(or, in an action
brought jointly by several providers, the ju-
dicial district n Which the greatest number
of such providers are located) after "the ju
dicial district in Which the provider is locat-
ed".

(B) Section 1878(f)(1) of such Act is fur-
ther amended bij adding at the end thereof
the following new sentence: "Any appeal to
the Board or action for judicial review by
providers which are under common owner-
ship or control must be brought by such pro-
viders as a group with respect to any matter
involving an issue common to such provid-
ers. '

(3) Section 1878(g) of such Act is amended
by inserting "(1)" after "(g)" and by adding
at the end the following new paragraph:

"(2) The determinations and other deci-
sions described in section 1886(d)(7) shall
not be reviewed by the Board or by any
court pursuant to an action brought under
subsection if) or otherwise.

(4) The third sentence of section 1878(h) of
such Act u amended striking out 'cost reim-
bursement" and inserting in lieu thereof
"payment of providers of services".

(h) The first sentence of section
1881 (b)12)1A) of 8uch Act is amended by in-
serting "or section 1886 (1/ applicable)"
after "section 1861(v)'

(i) Section 188 7(a)(1)(B) of such Act is
amended bij inserting "or on the bases de-
scribed in section 1886" after "on a reason-
able cost basis"

(j) The Secretary may, for any cost report-
ing period beginning prior to October 1,
1986, waive the requirements of sections
1862(a)(14) and 1866(a)(1)(H) of the Social
Security Act in the case of a hospital which
has followed a practice of allowing direct
billing under part B of title XVIII of such
Act for services (other than physician serv-
ices) so exten,.ively, that immediate compli-
ance with those requirements would threat-
en the stability of patient care. Any such
waiver shall provide that such billing may
continue to be made under part B but that
the payments to Such hospital under part A
of such title Shall be reduced by the amount
of the billing8 for such services under part
B. If such a waiver is granted, at the end of

the Waiver period the Secretary may provide
for such methods of payments under part A
as is appropriate, given the organizational
structure of the institution.

REPORTS. EXPERIMENTS, AND DEMONSTRATION
PROJECTS

SEC. 303. (au) The Secretary of Health
and Human Services - (hereinafter in this
title referred to as the "Secretary") shall
study and report to the Congress within 18
months after the date of the enactment of
this Act on the method by whieh capital-re-
lated costs, such as return on net equity, as-
sociated with inpatient hospital services
can be included within the prospective pay-
ment amounts computed under section
1886(d) of the Social Security Act.

(2)(A) The Secretary shall study and report
annually to the Con gre.s at the end of each
year (beginning with 1984 and ending with
1987) on the impact, of the payment method-
ology under section 1886(d) of the Social Se-
curity Act during the previous year, classes
of hospitals, beneficiaries, and other payors
for inpatient hospital services, and other
providers.

(B) During fiscal year 1984, the Secretary
shall begin the collection of data necessary
to compute the amount of physician charges
attributable, by diagnosis-related groups, to
physicians' services furnished to inpatients
of hospitals whose discharges are classified
within those groups. The Secretary shall in-
clude, in a report to Congress in 1985, legis
lative recommendations on the advisability
and feasibility of providing for determining
the amount of the payments for physicians'
services furnished to hospital inpatients
based on the DRG classification of the dis-
charges of those inpatient s.

(C) In the annual report to Congress under
subparagraph (A) for 1985, the Secretary
shall include the results of studies on—

ii) the feasibility and impact of eliminat-
ing or phasing out separate urban and rural
DRG prospective payment rates under para.
graph (3) of section 1886(d) of the Social Se-
curityAct,

(ii) whether and the method under which
hospitals, not paid based on amounts deter-
mined under such section, can be paid for
inpatient hospital services on a prospective
basis as under such section;

(iii) the application of severity of illness,
intensity of care, or other modifications to
the diagnosis-related groups, and the advis-
ability and feasibility of providing for such
modifications; and

(iv) the feasibility and desirability of ap
plying the payment methodology under Such
section to payment by all payors for inpa-
tient hospital services.

(3) Prior to April 1, 1985, the Secretary
shall complete a study and make legislative
recommendations to the Congress with re
spect to an equitable method of reimbursing
sole community hospitals which takes into
account their unique vulnerability to sub-
stantial variations in occupancy. In addi
tion, the Secretary shall examine ways to co-
ordinate an information transfer between
parts A and B, particularly with respect to
those cases where a denial of coverage is
made under part A, and no adjustment is
made in the reimbursement to the admitting
physician, or physicians. The Secretary also
reports on the appropriate treatment of un-
compensated care costs, and adiwstments
that might be appropriate for large teaching
hospitals located in rural area-s. The Secre-
tary shall also on the advisability of having
hospitals make available information on the
cost of care to patients financed by both
public programs and private payors.

(4) The Secretary shall complete a study
and make recommendations to the Congress,
before April 1, 1984, with respect to whether
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hospitals located outside of the fifty Staü's
and the District of Columbia should be in
cluded under a prospective payment us tern.

(b)(1) Except as provided in paragraph
(2), the amenoments made by this title shall
not affect the authority of the Secretary to
develop, carry out, or continue expemnents
and demonstration projects.

(2) The Secretary shall provide that, upon
the request of a State which has a demon-
strat ion project, for payment of hospnals
under title XVIII of the Social Seeurit/ Act
approved under section 402(a) of the Social
Securit?, Amend?nents of 1967 or section
222(a) of the Social Security Amendments of
1972. which (A) is in effect as of March 1,
1983, and (B) was entered into after August
1982, the terms of the demonstra(ion agree-
ment shall be modified so that the percent-
age by which such demonstration project is
required to maintain the rate of increase in
medicare hospital costs in that State below
the national rate of increase in medicare
hospital costs shall be decreased by one-half
of one percentage point per contract year,
beginning with the contract year beqinnng
in 1983.

(c) The Secretary shall approve, with ap-
propriate terms and conditions as defined
by the Secretary, within 30 days after the
date of enactment of this Act—

(1) the risksharing application of On Lok
Senior Health Services (according to terms
and conditions as specified by the Secre
tary), dated July 2, 1982, for waivers, pursu
ant tQ section 222 of the Social Security
Amendments of 1972 and section 402(a) of
the Social Security Amendments of 1967, of
certain requirements of title XVIII of the
Social Security Act over a period of 36
months in order to carry out a long-term
care demonstration rroject, and

(2) the application of the Department of
Health Services, State of California, dated
November 1, 1982, pursuant to section 1115
of the Social Security Act, for the waiver of
certain requirements of title XIX of such Act
over a period of 36 months in order to carry
out a demonstration project for capitated
reimbursement for comprehensive long-term
care services involving On Lok Senior
Health Services.

(d) The Secretary shall continue demon-
strations with hospitals in areas with criti-
cal shortages of skilled nursing facilities to
study the feasibility of providing alternative
systems of care or methods of payment.

EFFEC2JVE DATES

SEC. 304. (a)(1) Except as provided in
paragraph (2), the amendments made by the
preceding provisions of this title apply to
Uems and services furnished by or under ar
rangement-s with a hospital beginning with
its first cost reporting period that begins on
or after October 1, 1983. A change in a hospi-
tal's cost reporting period that has been
made after November 1982 shall be recog-
nized for purposes of this section only if the
Secretary finds good cawse for that change.

(2) Section 1866(a)(1)(F) of the Social Se-
curity Act (as added by section 302(f)(1)(C)
of this title), section 1862(a)(14) (as added
by section 302(e)(3) of this title) and sec-
tions 1886(a)(1) (G) and (H) of such Act (as
added by section 302(f)(1)(C) of this title)
take effect on October 1, 1983.

(b) The Secretary shall make an appropri-
ate reduction in the payment amount under
section 1886(d) of the Social Security Act (as
amended by this title) for any discharge, if
the admission has occurred before a hospi-
tal's first cost reporting period that beg2ns
after September 1983, to take into account
amounts payable under title XVIII of that
Act (as in effect before the date of the enactS
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ment of this Act) for items and services fur-
nished before that period.

(c)(1) The Secretary shall cause to be pub-
lished in the Federal Register a notice of the
interim final DRG prospective payment
rates established under subsection (d) of sec-
tion 1886 of the Social Security Act (as
amended by this title) no later than Septem-
ber 1, 1983, and allow for a period of public
comment thereon.. The DRG prospective
payment rates shall become effective on Oc-
tober 1, 1983, without the necessity for con-
sideration of comments received, but the
Secretary shall, by notice published in the
Federal Register, affirm or modify the
amounts by December 31, 1983, after consid-
ering those comments.

(2) A modification under paragraph (1)
that reduces a DRG prospective payment
rate shall apply only to thscharges occurring
after 30 days after the date the notice of the
modification is published in the Federal
Register.

(3) Rules to implement subsection (d) of
section 1886 of the Social Security Act (as so
amended) shall, and exceptions, adjust-
ment,s, or additional payment amounts
under paragraph (5) of such subsection may,
be established in accordance with the proce-
dure described in this subsection.

DELA YIN PROVISION RELATING TO HOSPITAL-
BASED SKILLED NURSING !ACILITIES

SEC. 305. (a) Section 102 of the Tax Equity
•and Fiscal Responsibility Act of 1982 is
amended by strUcing out "October 1, 1982"
and inserting in lieu thereof "October 1,
1983'

(b) The Secretary of Health and Human
Services shall, prior to December 31, 1983,
complete a study and report to the Con gress,
with respect to the effect which the imple-
mentation of section 102 of the Tax Equity
and Fiscal Responsjbzlity Act of 1982 would
have on hospital-based skilled nursing facil-
ities, given the differences (if any) in the pa-
tient populations served by such facilities
and by community-based skilled nursing
facilities.

SEIFr IN PART B PREMIUM TO COINCIDE WITH
COST-OF-LIVING INCREASE

SEC. 306. (a) Section 1839 of the Social Se-
curity Act is amended by striking out sub-
sections (a), (b), and (c) and inserting in
lieu thereof the following:

(a)(1) The Secretary shall, during October
of 1983 and of each year thereafter, deter-
mine the monthly actuarial rate for enroll-
ees who have attained retirement age (as de-
fined in section 216(a)) which shall be appli-
cable for the succeeding calendar year. Such
actuarial rate shall be the amount the Secre-
tar-y estimates to be necessary so that tile ag-
gregate amount for such calendar year with
respect to those enrollees who have attained
retirement ge will equal one-half of the
total of the benefits and administrative
costs whzek he estimates will be payable
from the Federal SuppZementary Medical In-
surance Trust Fund for services performed
and related administrative costs iicurred in
such calendar year with respect to such en-
rollees. In calculating the monthly actuartal
rate, the Secretary shall include an appro-
priate amount for a contingency margin.

"(2) The monthly premium of each indi-
vidual enrolled under this part for each
month afeer December 1983 shall, except a,s
provided in subsections (b) and (e), be the
amount determined under parcgiraph (3).

'(3) The Secreeary shall, during October of
1983 and of each year thereafter, delcrinine
and iromulgate the month l premftm ap-
plicable for inc1ividual. enrolled under this
part for the succeqding calendar year. The
monthly premium shall (except as otherwise
provided in subsection (e)) be equal to the
smaUcr of—.

"(A) the monthly actuarial rate for enroll-
ees who have attained retirement age, deter-
mined according to paragraph (1) of this
subsection, for that calendar year, or

"(B) the monthly premium rate most re-
cently promulgated by the Secretary under
this paragraph, increased by a percentzge
determined as follows: The Secretary shall
ascertain the primary insurance amount
computed under section 215(a) (1), based
upon average indexed monthly earnings of
$900, that applied to individuaLs who
became eligible for and entitled to old-age
insurance benefits for December of the year
preceding the promulgation. He shall in-
crease the monthly premium rate by the
same percentage by which that primary in-
surance amount is increased when, by
reasor of the law in effect at the time the
promulgation is made, it is so computed to
apply to those IndividuaLs for the following
December.
Whenever the Secretary promulgates the
dollar amount which shall be applicable as
the monthly premium for any period, he
shall, at the time such promulgation is an-
nounced, issue a public statement setting
forth the actuarial assumptions and bases
employed by him in arriving at the amount
of an adequate actuarial rate for enrollees
who have attained retirement age as pro-
vided in paragraph (1) and the derivation of
the dollar amounts specified in this para-
graph.

"(4) The Secretary shall aLso, durIng Octo-
ber of 1983 and of each year thereafter, de-
ter,nine the monthly actuarial rate for die-
abled enrollees who have not attained retire-
ment age which shall be applicable for the
succeeding calendar year. Such act uarüi
rate shall be the amount the Secretzry esti-
mates to be necessary so that the aggregate
amount for such calendar year with respect
to disabled enrollees who have not attained
retirement age will equal one-half of the
total of the benefits and administrative
costs which he estimates will be payable
from the FederaZ Supplementary Medica' In-
surance Trust Fund for services performed
and related administrative costs incurred in
such calendar year with respect to such en-
rollees. In calculating the monthly actuarial
rate under this paragraph, the Secretary
shall include an approprLate amount for a
contingency margin. '

(2) Subsections (d), (e), (f), and (g) of sec•
tion 1839 of such Act are redesignated as
$ubsectons (bi, (c), (d), and (e), respectively.

(3) (A) Section 1839(b) of such Act (as so
redesignated) is amended by striking out
"subsection (b), (c), or (g)" and inserting in
lieu thereof "subsection (a) or (e)'

(B) Section 1839(d) of such Act (a8 so re-
designated) is amended by striking out
"purposes of subsection (c)" and inserting
in lieu thereof "purposes of sut,section (b)'

(C) Section 1839(e) of such Act (as so re-
designatefl) is amended by 8triking out "sub-
section (c)" and "subsection (c)(1)" and by
inserting 2n lieu thereof "subsection (a)"
and "subsection (a)(1)' respectively.

(D) Section 1818(c) of such Act is amended
by striking out "sithsection (c) of scction
1839" and inserting in lieu thereof "subsec-
ion (a) of section 1839'

(E) Section 1843(d)(1) of Such Act is
amended by stilking out "without any in-
crease under subsection (c) thereof" and in-
serting in lieu thereof "without any increase
.znder subsection (bJ the reor

(F) Section 1844(a)(1)(A)(i) of suck Act is
amended—

(i) by strtking out "1839(c)(1)" and insert-
ing in lieu thereof "1839(a)(1)' and

(ii) by striking out "1839(c)(3) or 1839(g)"
and inserting in lieu thereof "1839(a)(3) or
1839(e)".
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(G) Section 1844(a)(1)(B)(i) of such Act is
amended—

(i) by striking out "1839(c)(4)" and insert-
ing in lieu thereof "1839(a)(4)"; and

(ii) by striking out "1839(c)(3) or 1839(g)"
and inserting in lieu thereof "1839(a)3) or
1839(e)'

(H) Section 1876(a)(5) of such Act is
amended—

(i) in subparagraph (A)(ii), by striking out
"1839(c)(1)" and inserting in lieu thereof
"1839(a) (1)"; and

(ii) in subparagraph (B)(ii), by striking
out "1839(c)(4)" and inserting in lieu there-
of "1839(a)(4)'

(4) The amendments made by this subsec-
tion shall apply with respect to premiums
payable for January 1984 and each month
thereafter.

(5) The monthly premium amount under
Section 1839 of the. Social Security Act for
the months of July through December of
1983 shall be equal to the monthly premium
amount as determined under such section
(a3 in effect prior to the amendments made
by thi8 section) for June 1983.

SHIFT IN VOLUNTARY PART A PREMIUM TO
COINCIDE W1773 COST-OF-LIVING INCREASES

Src. 307. (a) Section 1818(d)(2) of the
Social Security Act is amended—

(1) by str-ikng out "during the last calen-
dar quarter of each year, beginning in
1973," in the first sentence and inserting in
lieu thereof "duiing the next to la.t calendar
quarter of each year'

(2) by strLking out "the 12-month period
commencing July 1 of the next year" in the
first sentence and inserting in lieu thereof
"the following calendar year' and

(3) by stiiking out "for such next year" in
the second sentence and inserting in lieu
thereof °for that following calendar year'

(b) The amendments made by this section
shall apply to premiums for montJz.9 begin-
ning with January 1984, and for months
after June 1983 and before January 1984, the
monthly premium under part A of title
XVIII of the Social Security Act for individ-
uaLs enrolled under each respective part
shall be the monthly premium under that
dart for the month of June 1983.

TITLE IV—UNEMPLOYMENT
COMPENSATION PROVISIONS
P4RT A—FEDERAL SUPPLEMENTAL

COMPENSATION

EXTENSION 0! PROGRAM
SEC. 401. (a) Paragraph (2) of section

602(f) of the Federal Supplemental Compen-
sation Act of 1982 is amended by striking
out "March 31, 1983" and inserting in lieu
thereof "September30, 1983'

(b) Section 605(2) of such Act is amended
by striking out "Apr11 1, 1983" and insertin,g
in lieu thereof "October 1, 1983'

NUMBER OF WEEKS FOR WHICH COMPENSATION
PA YASLE

SEC. 402. (a) Subsection (e) of section 602
of the Federal Supplemental Compensation
Act of 1982 is amended by redesignating
paragraph (3) as paragraph (4) and by strik-
ing out paragraph (2) and inserting in lieu
thereof the following new paragraphs:

"(2)(A) In the case of any account from
which Federal supplemental compensation
was first payable to an individual for a
week beginning after March 31, 1983, the
amount established in such account shalt be
equal to the lesser of—.

'(i) 65 per centum of the total amount of
regular compensation (including depend-
ents' allowances) payable to the individual
with respect to the benefit year (as deter-
mined under the State law) on the basis of
which he most recentzy received regular
Compensation, or
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"(ii) the applicable limit determined

under the following table times his average
weekly benefit. amount for his benefit year,

"In the case of The applicable
weeks during w limit is:

6-percent period 14
5-percent period 12
4-percent period 10
Low-unemployflient period 8

"(B) Notwithstanding the provisions of
clause (ii) of subparagraph (A). the applica-
ble limit under such clause shall not be
lower than 4 less than the number of u'eeks
applicable to such State under this para-
graph as in effect for the week beginning
March 27, 1983, to the amendments made by
the Social Security Amendments of .1983.

"(C) In the case of any account from
which Federal supplemental compensation
was payable to an individual for a week be
ginning before April 1, 1983, the amount es-
tablished in such account shall be equal to
the lesser of the subparagraph (A) entitle-
nient or the sum of—

"(i) the subparagraph (A) entitlement re-
duced (but not below zero) by the aggregate
amount of Federal supplemental compensa-
tion paid to such individual for weeks be.
ginning before April 1,1983, plus

"(ii) such individual's additional entitle-
ment.

"(D) For purposes of subparagraph (C)
and this subparagraph—

"(i) The term 'subparagraph (A) entitle-
ment' means the amount which would have
beei established in the account if subpara-
graph (A) had applied to such account.

lii) The term 'additional entitlement'
means the applicable limit determined
under the following table times the individ-
ual's average weekly benefit amount for his
benefit year.

'in the case of The applicable
weeks durzng w limit is:

6-percent period 8
5-percent period 6

4-percent period 4
Low-employment period 4

"(D) Except as provided in subparagraph
(C)(i), for purposes of determining the
amount of Federal supplemental compensa-
tion payable for weeks beginning after
March 31. 1983, from an account described
in subparagraph (C), no reduction in such
account shall be made by reason of any FedS
eral supplemental compensation paid to the
individual for weeks beginning before April
1. 1983.

'(3)(A) For purposes of this subsection, the
terms '6-percent period '5-percent period
'4-percent perwd', and 'Zow-unemployment
period' mean, with respect to any State, the
period which—

"(i) begins with the 3d week aftei the 1st
week iii which the rate of insured unemploy.
ment in the State for the period consisting
of such week and the immediately preceding
12 weeks falls in the applicable range, and

"(ii) ends with the 3d week after the 1st
week in which the rate of insured unemploy-
ment for the period consisting of such week
and the immediately preceding 12 weeks
does not fall writhin the applicable range.

"(B) For purposes of subparagraph (A), the
applicable range is as follows:

The applicable range i:
A rate equal to or exceed-

zng 6 prcent.
A rate eQual to or exceed-

ing 5 percent but less
than 6 percent.

A rate eQual to or exceed-
ing 4 percent but Less
than 5 percent.

A rate tess than 4 per-
cent.

"(C) No 6-percent period, 5-percent period,
or 4-percent period, as the case may be, shall
last for a period of less than 4 weeks unless
the State enters a period with a higher per-
centage designation.

"(D) For purposes of this subsection—
"(i) The rate of insured unemployment for

any period shall be determined in the same
manner as determined for purposes of sec-
tion 203 of the Federal-State Extended Un-
employment Compensation Act of 1970.

"(ii) The amoitnt of an indviduai's aver-
age wee/dy benefit amount shall be deter-
mined n he same manner as determined
for purposes of section 202(b)(1)(C) of such
Act.".

(b)(1) Section 602(f)(2) of such Act is
amended by inserting before the period at
the end thereof the following: ' except that
in the ca$e of any individual who received
such compensation for the week preceding
the Zast week beginning after such date, such
compensation shall be payable to such indi-
vidual for weeks beginning after such date,
but the total amount of such compensation
payable for such weeks shall be limited to 50
percent of the total amount which would
otherwise be payable for such weeks'

(2) Section 605(2) of such Act is amended
by inserting before the semicolon the follow-
ing: "(except as otherwise provided in sec-
tion 602(f)(2))'

(c)(1) Section 602(b)(1) of such Act is
amended by striking out "and" at the end of
subparagraph (B), adding "and" at the end
of subparagraph (C), and inserting after
subparagrciph (C) the following:

"(D) had at least 26 weeks of full-time in-
sured employment, during his base period or
the equivalent in insured wages during his
base period (as determined using a method-
ology equivalent to that used under section
202(a)(5) of the Federal-State Extended Un-
employment CompensatiOn Act of 1970);"

(2) The amendment made by paragraph
(1) shall apply only to individuals who first
became eligible for Federal supplemental
compensation for weeks beginning on or
after April 1, 1983.

(d) Paragraph (3) of section 602(d) of the
Federal Supplemental Compensation Act of
1982 (as amended by section 544(d) of the
Highway Revenue Act of 1982) is amended
by strik-tng out "subsection (e)(2)(A)(ii)"
and inserting in lieu thereof "subparagraph
(A)(ii) or (C)(ii)(II) of subsection (e)(2)"

EFFECTIVE DATE

SEc. 403. (a) The amendments made by
this part shall app'y to weeks bcginning
after March 31, 1983.

(b) In the case of any eligible individual—
(1) to whom any Federal supplemental

compensation was payable for any week be-
ginning before April 1, 1983, and

(2) who exhausted his rights to such com-
pensation (by reason of the payment of all
the amount in his Federal suppiementcil
compensation account) before the first week
beginning after March 31, 1983,
such individual's eligibility for additional
weeks of compensation by reason of the
amendments made by this part shall not be
limited or terminated by reason of any
event, or failure to meet any requirement of
law relating to eligibility for unemployment
compensation, occurrtng after the date of
such exhaustion of rights and before April 1,
1983 (aru.i the period after such exhaustion
and before April 1, 1983, shall not be counted
for purposes of determining the expiration
of the two years following the end of his
benefit year for purposes of section 602(b) of
the Federal Supplemental Compensation Act
of 1982).

(c) The Secretary of Labor shall, at the ear-
liest practicable date after the date of the en-
actment of this Act, propose to each State
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with which he has in effect an agreement
under section 602 of th Federal Supp1em'n-
tal Compensation ,lci cf 1982 a mndfca-
tzon of such agreement designed to provide
for the payment of Federal supplemental
compensation under such Act in accordance
with the amendments made by this part.
Notwiths&nding any other provision of
law, f any State fails or refi.ses, within the
3-week period beginni,ij on the date the Sec-
retary of Labor proposed such a niodifwa-
tion to such State, to enter into such a modi-
fication of such agreement, the Secretary of
Labor sl!all terminate such agreement effec-
tive with the end o.f the last week which ends
on or before such 3-week period.

PART B—PROVISIONS RELATING TO INTEREST
AND CREDIT REDUCTIONS

DEFERRAL OF INTEREST

SEC. 411 (a) Section 1202(b) o.f the Social
Security Act is amended by adding at the
end thereof the following new paragraph:

"(8)(A) With respect to interest due under
this section for any year after December 31,
1982, and before January 1, 1986, a State
may pay 80 percent of such interest in four
annual installments of at least 20 percent
beginning with the yecir after the year in
which it is otherwise due, if such State
meets the criteria of subparagraph (B). In-
terest shall accrue on such defer-red interest
in the same manner as under paragraph
(31(C).

"(B) To meet the criteria of this subpara-
graph a State must—

"(i) have taken no action since October 1,
1982, which would reduce its net unemploy-
ment tax effort or the net solvency of its un-
employment system (as determined for pur-
poses of section 3302(f) of the Internal Reve-
nue Code of 1954); and

"(ii) have taken an action (as certified by
the Secretary of Labor) after October 1, 1982,
which will increase revenues and decrease
benefits under the State's unemployment
compensation system (hereinafter refer-red
to as a 'solvency effort') by a combined total
of the applicable percentage (as compared to
such revenues and benefits as they would
have been in effect tmthout such State
action).
In the case of the first year for which there
is a deferral (over a 4-year period) of the in-
terest otherwise payable for such year, the
applicable percentage shall be 30 percent. In
the case of the second such year, the applica-
ble percentage shall be 40 percent. In the
ca.se of the third such year, the applicable
percentage shall be 50 percent.

"(C)(i) The base year is the first year for
which deferral under this provision t. grant-
ed. The Secretary of Labor shall estimate the
unemployment rate for the base year. To de-
termine whether a State meets the require-
ments of subparagraph (B)(iU, thp ecretary
of Labor shall determine the percentage by
which the benefits and taxes in the base i/ear
with the application of the action referred
to in subparagraph (B)(ii) are lower or
greater, as the case may be, than such bene-
fits and taxe& would have been u'ithout the
application of such actioiz. In making this
determination., the Secretary shall deem the
application of the action referred to in sub-
paragraph (B)(ii) to have been effective for
the base year to the same extent as such
action is effective for the year following the
base year. Once a deferral is approved a
State must continue to maintain its solven
cy effort. Failure to do so shall r.sult in the
State being required to make immediate
payment of all deferred interest.

"(ii) Increases in the taxable wage base
from $6,000 to $7,000 or increases after 1984
in the maximum tax rate to 5.4 percent shall
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not be counted for purposes of meeting the
requirement of 8ubpara graph (B).

"(D) In the ca$e of a State which produces
a solvency effort of 50 percent, 80 percent,
and 90 percent rather than the 30 percent, 40
percent, 50 percent required under subpara-
graph (B), the deferred interest shall be com-
puted at an interest rate which is 1 percent.
age point less than the otherwise applicable
interest rate.'

(b) Section 1202(bE7) of such Act is
amended by striking out ' and before Janu-
ary 1, 1988'

CAP ON CREDIT REDUCTION

SRc. 412. (a)(1) Section 3302(f) of the In-
ternal Revenue Code of 1954 is amended by
adding at the end thereof the foUowing new
paragraph.

"(8) PARTIAL LIMI7'ATION.—
"(A) In the case of a State which would

meet the requiremenf, of this subsection for
ii taxable year prior to 1987 but for its fail-
ure to meet one of the requirements con-
tained in subparagraph (C) or (D) of para-
graph (2). the reduction under subsection
(c)(2) in credits otherwise applicable to tax-
payers in sijch State for such taxable year
and each subsequent year (in a period of
consecutive years for each of which a credit
reduction is in effect for taxpayers in such
State) shall be reduced by 0.1 percentage
point.

"(B) In the case of a State described in
subparagraph (A) which also meets the re-
quiremen of section 1202(b)(8)(B) with re-
spect to such taxable year, the reduction
under subsectiom (c)(2) in credits otherwise
applicable to taxpayers in such State for
such taxable year and each subsequent year
(in a period of consecutive years for each of
which a credit reduction is in effect for tax-
payers in such State) shall be further re-
duced by an additional 0.1 percentage
point. "

(2) The amendment made by paragraph
(1) shall apply with respect to taxable year
1983 and taxable years thereafter.

(b) Section 3302(f)(1) of such Code is
amended by strikiizg out "beginning before
January 1, 1988,

A VER4GE EMPLOYER CONTRIBUTION RiTE

SEC. 413. (a) Section 3302(dfl'4)(B) of the
Internal Revenue Code of 1954 is amended
by striking out "the total of the remunera-
tion $ubject to contribution., under the State
unemployment compensation law" and in-
serting in1.ieu thereof "the total of the wages
attributable to such State subject to ta.x-ation under this chapter'

(b) Sections 3302(c)(2)(B)() and
3302(c)(4) of such Code are each amended by
striking out "2.7" and inserting in lieu
thereof "2.7 multiplied by the ratio of the
wage base under this chapter divided by the
estimated average annual wage in covered
employment for the calendar year in which
the determination is to be made'

(c) The amendments made by this sectioiz
shall be effective for taxable year 1984 and
taxable years thereafter.

DATE FOR PAYMENT OF INTER??ST
SEc. 414. Section 1202(b)(3)(A). of the

Social Security Act is amended by strikingout "not later than" and inserting in lieuthereof "prior to
RECOUpMENT OF INTEREST

SEC. 415. Section 3302 of the Internal Rev-
enue code of 1954 is amended by adding at
the e1 thereof the following new subsec-tion.

(h) RECOUPMENT Oi OvErnuE INTEREST.—
'(1) Tn culctjtjo'z o any other reduction re-qurer? inder th section, i/any accrued Liz-

tere under secton 12O2() of the Social Se-CurU Act has not been paid by a State
withz, one year after the date such payment

is otherwise required to be paid, then the
total credits (after applying any Other provi-
sions of this section) otherwise allowable
under this section for the following taxable
year, in the case of a taxpayer subject to the
unemployment compensation law of stich
State, shall be reduced by an amount equal
to 0.1 percent of the amount of the wages
paid by such taxpayer during such taxable
year which are attributable to such State.

"(2) Any increase in the amount of tax
paid by reason of paragraph (1) shall be first
applied as a payment of such overdue inter-
es4 and any remainder shall be applied as a
repayment of princi pal under section
1202(b) of the Social Security Act.

PART C—MISCELW.JEOUS PRO VlSION
TREAT1PIENT OF EMPLOYEES PRO VIDING SRR VICES

TO EDUCATIONAL INSTiTUTIONS

SEC. 421. (a)l) Section 3306(a)(6)(.4) of
the Internal Revenue Code of 1954 is amend-
ed by adding at the end thereof the following
new clause:

"(v) with respect to service$ to which sec-
tion 3309(a)(j) applies, if such services are
provided to or on behalf of an educational
institution, compensation shall be denied in
the same manier a.s V such services were
performed directly for an educational insti
tution, and".

(2) Clauses (i)(f), (iii), and (iv) of such
section are each amended by striking out
"may be denied" and inserting in lieu there-
of "shall be denied"

(b)(1) Except as provided in paragraph
(2), the amendments made by this section
shall apply in the case of compensation paid
for weeks beginning on or aft erAprgl 1, 1984.

(2) In the case of a State with respect to
which the Secretary of Labor has determined
that State iegislation s required in order to
comply with the amendment made by this
section, the amendment made by this sec-
tion shall apply in the case of compensation
paid for weeks which begin on or after April
1, 1984, aizd after the end of the first session
of the State legislature which begins afterthe date of the enactment of this Ac4 or
which began prior to the date of the enact?
ment of this Act and remained in se3sion forat least twenty-five calendar days after such
date of enzctmeng For purposes of the pre-
ceding sentence, the term "session" means a
regular, special, budget, or Other session ofState legislature.
EXTENDED BENEFITS FOR INDIVIDUALS WHO ARE

HOIPITAUZED OR ON JURY DU7T
SEc. 422. (a.) Clause (ii) of paragraph

(3)L4) of section 202(a) of tiw Federal-State
Extended Unemployment Conpensatjo Act
of 1970 is amended to read as follows:

"(ii) during which he fails to actively
engage in seeking work, unless such indivici-
ual is not actively engaged in seeking work
becatse such indivjdal is, as deter,njwd in
accordance with State law—

"(1) before any court of the United States
or any State pursuant to a lawfully issued
summons to appear for jary duty (as such
term may be defiized by the Secretary ofLabor), or

"(II) hospjtaljed for treaenzeng of an
emergency or a life-threatening condition
(ci. such term may be defined by such Secre-tary),
V such exempttons in clauses (1) and (If)
apply to recipients of regular benefits, and
the Stare chooses to apply such exemptions
for recipients of extended benefjs or'

(b) The arnendrzet made by £his section
shall become effective on the crate of the en-actmnt of this Act.

Mr. DOIE. Mr. President, today, webegin consideration of H.R. 1900, "The
Social Security Act Amendments of1983," as proposed to be amended by
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the Finance Committee. 5. 1 was fa-
vorably reported by the Finance Corn.
mittee on Thursday evenIng, March
10, by a vote of 19 to 1. The committee
bill implements the consensus recom-
mendations of the National Commis-
sion on Social Security Reform, and
also includes provisions dealing with
prospective payments under the medi-
care program, supplemental unem-
ployment benefits, and unemployment
compensation loan reform. Represent-
lug the culmination of many months
of negotiation, this may be the single
most important piece of legislation we
consider in the 98th Congress. I urge
my colleagues to support the bill.

5OCIAL 5ECURITY

Titles I and II of the committee
amendment would implement the con-
sensus recommendations of the Na-
tional Commission on Social Security
Reform. Each of the recommendatjo
of the National Commission were ap-
proved by the committee and, I might
add, only those areas that required re-
finement..._such as the taxing of bene-
fits—were modified in any significant
way. ALso, the committee had to deal
with two areas in which the Commis
sion was unable to reach consensus:
the long-range, financing deficit and a
"fail-safe" mechanism. In total, the
sociai security financing package re-
duces the short-range deficit in the
Old-Age, Survivors and Disability In-
surance programs (OASDI) by $165
billion. For the long-range, the com-
mittee bill eliminates the entire long.
range defieft n OASDI, and actually
generates a small surplus.

MAJOR PROVISIONs

The recommendations of the Nation-
al Commjssjon as embodied in the
conimittee amendment, will require
concessions from all of the parties who
have a stake in social security—cur.
rent and future beneficiaries, taxpay
ers, and Government employees who
do not now contribute to the system.
While no one Member is happy withevery specific reconimendation, the
important fact is that consensus was
reached on how to save the system.

COVEIACE

First, the bill would expand cover-
age. Newly hired Federal employees
the President, Vice President, Mem-
bers of Congress, the Social Security
Commissioner, and employees of non
profit organizations would, beginning
in 1984, be covered by social security
on a mandatory basis. State and local
governnent would no longer be
granted the privilege of opting out of
the system. To deal with the problem
that will exist as long as coverage is
not universal, windfalls will be e1imi
nated for people who earn dispropor-tionatey large benefits because of
long periods in noncovered employ-
ment. To nwderate the impact of this
provision, the committee bill would
phase in the windfall provision andprovide additional guarantees for
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people with long periods of covered
employment.

I might note that that is the one
minor change in the House-passed
bill—to phase in that particular provi-
sion.

COLA

Second, on the benefit side, the
annual cost-of-living adjustment of
social security benefits and SSI pay-
ments would be delayed by 6 months,
from July to January. To protect. the
needy elderly during the transition to
the new payment schedule, the maxi-
mum payment under the SSI program
would be increased by $20 per month
($30 for couples). This would allow the
income of all SSI recipients to rise by
$20 a month beginning in July even
though his or her COLA is delayed.

REVENVE PRovIsIoNs
Also, for beneficiaries with high in-

comes, half of social security benefits
would be included in taxable income.
The "notch" resulting under the Com-
mission recommendation was eliminat-
ed by specifying that half of social se-
curity benefits be added to the individ-
ual's adjusted gross income and his
income from tax-exempt obligations to
determine whether any of his benefits
will be subject to taxation. Counting
adjusted gross income, tax-exempt in-
terest, and half of social security bene-
fits in this manner, the thresholds in
the committee bill are then $25,000 for
an individual and $32,000 for a couple.
The Lesser of one-half of social secu-
rity benefits or one-half of income
above the thresholds would be subject
to income taxes. In no case would an
individual's benefits be taxed if his
income was below $20,000 (or if a cou-
ple's adjusted gross income was below
$25,000).

In addition, part of tñe payroll tax
increases now scheduled by law would
be accelerated, as recommended by the
National Commission. The 1985 in-
crease in the OASDI rate would take
place in 1984, and part of the 1990 in-
crease would take place in 1988. A
direct credit against PICA tax would
exactly offset the increase in the em-
ployee's tax in 1984 so that the accel-
eration in the rate increase originally
set for 1985 will increase trust fund re-
ceiØts without increasing an employ-
ees tax liability.

For the self-employed, the OASDHI
tax rates on self-employed income
would be increased so as to equalize
his or her contribution to the social se-
curity trust funds with the combined
contribution paid by workers and their
employers. The tax on the self-em-
ployed—now about 1.5 times the em-
ployee's OASDI tax and the same as
the employee's HI tax—would be made
equal to the combined employee-em-
ployer rates. To offset partially the in-
creased tax burden this provision im-
poses on the self employed, the com-
mittee bill would provide a credit
against self-employment taxes equal
to 2.9 percent of self-employment
income subject to self-employment tax
in 1984, 2.5 percent in 1985, 2.2 percent

in 1986, 2.1 percent in 1987 through
1989, and 2.3 percent in 1990 and
thereafter.
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To help stabilize the financial condi-
tion of social security, this bill in-
cludes the recommendation of the Na-
tional Commission to trigger a new
method of indexing benefits if reserves
are-critically low. Beginning in 1988, if
reserves fall below 20 percent of
annual outgo, the annual COLA would
be based on the lower of the increase
in wages or prices. As reserves begin to
accumulate again, a "catch-up" provi-
sion would repay beneficiaries for any
prior reduction in their benefit in-
creases. This would help prevent insol-
vency when prices grow more rapidly
than wages, as they have in the last 5
years

EQUITY PROVI5IONS

Also included in the bill are provi-
sions which would increase outlays
somewhat, but they improve the
equity of the system considerably for
women and for the elderly who contin-
ue to work. As recommended by the
National Commission, benefit adequa-
cy is improved for widows and widow-
ers and for disabled widows and wid-
owers. Eligibility requirements are
eased for divorced widows and widow-
ers, and for divorced disabled widows
and widowers. For the elderly who
continue to work and who do not now
receive an actuarially fair increase in
benefits when they delay retirement,
the delayed retirement credit would be
increased from 3 percent to 8 percent
a year.

Along these same lines, two addition-
al provisions were added by the Fl-
ñance Committee. First, people who
leave the work force to care for a child
under 3 will be allowed to drop up to 2
extra years of earnings in the compu-
tation of their earnings history. This
change would help acknowledge the
economic contribution of spouses in
the home by eliminating part of the fi-
nancial penalty they now suffer when
they are out of the work force.
Second, the bill would gradually phase
out the retirement earnings test for
people 65 and older. This is a broadly
supported change that would remove a
strong disincentive for the elderly who
wish to continue working beyond 65.

ACCOUNTING cnANGE5

Two accounting changes recom-
mended by the Commission are includ-
ed in the bill that would improve the
treatment of the social security trust
funds. First, the trust funds would be
reimbursed for all forgone taxes and
interest on account of gratuitous wage
credits provided to people with mili-
tary serviceS Presently, the trust funds
are not reimbursed until the addition-
al benefits are paid. Second, the trust
funds would be credited with the value
of all checks which have remained un-
negotiated for 1 year or longer. PresS
ently, such checks remain a drain on
the trust funds even if they are never
cashed.
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ADDTTIONAL PROVISIONS RECOMMENDED BY THE

TIONAL COMMISSION

In addition to these provisions.
which constitute the bipartisan con-
sensus, this bill contains three other
reconimendations made by the Nation-
al Commission, These were approved
unanimously in November. First, trust
fund investment procedures would be
revised SO as to improve the level of
public understanding.

I might say I see the distinguished
Senator from Mississippi in the Cham-
ber. it was through his efforts and the
efforts of the distinguished Senator
from Wisconsin that this provision
was added and agreed to by the Na-
tional Commission. We will be discuss-
ing that more in length later and will
notify the distinguished Senator from
Mississippi.

Mr. STENNIS. I thank the Senator.
Mr. DOLE. We appreciate the Sena-

tor calling that to our attention last
year.

In the future, any excess reserves
would be invested on a month-to-
month basis at a rate equal to the
average interest rate paid on long-
term Government bonds. Second, two
public members would be added to the
Social Security Board of Trustees.
Presently, the Board is composed of
the Secretaries of Treasury, Labor,
and Health and Human Services.

I guess that was a recommendation
that the Commission felt should have
been adopted, and we have adopted it.

Third, salary reductions made under
salary-reduction plans qualifying
under section 401(k) of the Internal
Revenue Code would, as recommended
by the National Commission, be in-
cluded in taxable wages for purposes
of OASDHL as would certain other
forms of noncash compensation at the
time the employee elects to forego cur-
rent cash for a noncash benefit.

In 'particular, under the committee
bill, amounts deferred under a quali-
fied "cash or deferred" plan or a tax-
sheltered annuity by reason of a
salary reduction agreement would be
incudible in the FICA wage base. Sim-
ilarly, amounts used to fund fringe
benefits under a cafeteria plan would
be included in the wage base if the em-
ployee had an option under the plan
to defer income pursuant to a cash or
deferred plan. Amounts deferred
under an eligible State deferred com-
pensation plan would be included in
the FICA wage base in the year the re-
lated services were performed Other
nonqualitied deferred compensation
would be Included in the FICA wage
base when it becomes available to the
employee. These changes should pre-
vent future decreases in OASDHI tax
income and benefit credits that might
otherwise occur from increased use of
deferred compensation arrangements.

I must say we think that is a rather
significant provision for the future.

PAIL-SAF'E PROViSiONS

The National Commission unani-
mously recommended that the social
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security financing package £nclude a
fail-safe" provision—some mechanism

for insuring that benefits continue to
be paid even under adverse economic
conditions. No specific formula was
recommended, however. The options
were: Some form of triggered COLA
reductions, tax increases, general reve-
nue borrowing, or some combination
of these.

The committee bill incorporates the
first option, that of triggered COLA
reductions.

And the record should indicate this
was a provision offered in the Commit-
tee by the distinguished Senator from
Louisiana (Mr. LONG).

Under this provision, offered in com-
mittee by Senator LONG. the Secretary
of Health and Human Services would
be required—for any year after 1984
that reserves are projected to be less
than 20 percent of outgo and falling—
to announce by the preceding Juiy 1
the amount of the COLA that could be
provided without further depleting
trust fund reserves. Should Congress
then fail to respond by providing the
additional fmancing necessary to keep
reserves from falling, the lower COLA
would then go into effect in January.

That is a real fail-safe provision, but
it does give Congress 6 months within
which to act so we would have Ume if
we wanted to find some other way to
do it without any COLA reduction,
That could be done.

People with benefits above $250
monthly would be affected first. In
order for this fail-safe to go into
effect, trusts funds would have to be
both critically low—20 percent of
annual outgo or less—and reserves
would have to be failing. In other•
words, it would have to be failing from
the 20 percent downward.

To further bolster the trust funds in
the event of adverse economic circum-
stances, the bill includes interim-id
borrowing between the three social se-
curity trust funds. So as not to allow
deficits in any one of the trust funds
to bankrupt another, the committee
included strict requirements for inter-
est payments and repayment of princi-
pal and interest—beginning no later
than 1988.

This was a particular concern of the
committee and particular concern of
Senators DUREBERGER and BAucus as
I recall as well as others who were con-
cerned about the OSI funds..

Also, when trust funds .are unable to
pay at least 1½ months of benefits,
the Secretary of Treasury would be re-
quired to transfer to the OASDI trust
funds on the first da of the rr.onth
the full amount of pa'rc11 tax revS
enues expected to be cdflected during
the month. This is a little provision
called normalization.

Nonnaiizhg x trarfers would pro-
vide income to the trust funds at the
start of the month—-when beuefit ex-
penditures are heaviy concentrated.
Once again, interest would be charged
on the excess sums so transferred.
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Together, these three provisions—

the COLA fail-safe, interfund borrow-
ing, and normalized .tax transfers—
should provide the safety vaive neces-
sary to insure the continued solvency
of social security (OASDI) during the
1980's.

I really believe that with those addi-
tions and with the change made in the
Finance Committee, the changes in
those three areas—I guess if we did
not change the normalization, we
changed the other two areas some-
what—that we have provided a real
fail-safe and it should protect all those
who participate in short term.

We move from the short term to the
long term.

LONG RAiGE

To close the long-range deficit in
OASDI, the committee bill would
lower the long-term cost of the pro-
grain through a combination ap.
proach. First, the bill would raise the
age at which full retirement benefits
are payable from 65 to 66, by 1 month
a year, between 2000-20 12. Early re-
tirement benefits would continue to be
payable at 62. This provision would
reduce the OASDII deficit by 0.4 per-
cent of taxable payroll. Second, the
bill would gradually reduce the level
of present law benefits payable to
people who retire after the turn of the
century by about 5 percent. In other
words, people would come on to the
rolls at a benefit level about 5 percent
lower than now projected. This, of
course, would still be at a level much
higher than today. This change would
reduce the deficit by another 0.43 per-
cent of taxable payroll. In conjunction
with the rest of the bill, these two
changes would completely eliminate
the OASDI deficit projected by the
Social Security Board of Trustees.

PROMPT PCTION tSSENTIPL

In my view, this is a good bill in the
sense that t represents a fair compro-
mise between all of the parties that
have a stake in social security. While
some of us may have wished to go fur-
ther, particularly with regard to short-
range financing, we did the best we
could recognizing that bipartisan con-
sensus was essential. Opening social
security up again to the partisan polit-
ical bickering of 1981 would have
served no one's interests.

Before us we have a bill that incor-
porates a set of recommendations of-
fered by the National Commission
that is supported by a broad group in.
cluding Representative CLAUDE PEPPER;
Lane Kirkland, president of the AFL-
ClO; and Save Our Security, on the
one hand; and Robert Beck, president
of Prudential; and the Business
Roundtable, on the other hand; as
well as by President Reagan and
House Speaker ONEILL. A bill very
similar to the one passed by the ccm-
mittee was approved last week in the
House of Representatives by a vote of
282 o 148.

The American people—the 36 mIl-
lion people receiving benefits as well
as the 116 million working people who
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support the system—deserve the
speedy consideration of this bipartisan
package of recommendations. Confi-
dence in the long-term viability of
social security can be restored only by
enacting measures that help put the
system on a sound financial footing
and do so without imposing an unreal-
istic tax burden on present and fur-
ture workers.

MEDICARE

Title III of the committee amend-
ment provides for a major change in
the way medicare pays for hospital
services, a change which the Senator
from Kansas wishes to point out, was
initiated by this body last year.

As you will recall, the Tax Equity
and Fiscal Responsibility Act of 1982
contained a provision directing the
Secretary of Health and Human Serv-
ices to develop, in consultation with
the Finance Committee and the Com-
mittee on Ways and Means, proposals
for the reimbursement of hospitals
under medicare on a prospective basis.
The Department's report was submit-
ted in late 1982. Hearings were held by
the Finance Committee's health sub-
committee on February 2 and 17, 1983.
Witnesses present at the hearings rep-
resented the hospital industry, provid-
er groups, the insurance industry, con-
sumers, and representatives of the
business community.

Mr. President, a great many issues
were raised during these hearings.
many of which we tried to address in
the drafting of this legislation. Clear-
ly, there are those problems we were
unable to solve, but I am hopeful that
over time, once the system is in place,
we will continue to make changes as.
necessary.

The provisions contained in this bill
are by no means perfect.- Any time you
attempt to devise a new system, prob-
lems occur which you were either un-
aware of, or unable to resolve at the
outset. This system is no different.
However, this Senator believes ample
flexibility has been provided, giving
the Secretary the opportunity to
adjust the system, and in some cases
directing the Secretary to make cer-
tain changes when possible. For exam-
ple, on the issue of severity of illness,
we know that certain institutions,
many of which are teaching hospitals,
care for patients that are far sicker
than the average patient and consume
a greater number of resources. A DRG
payment may not be sufficient in
these cases. To help adjust for this
concern, the provision agreed to by
the Finance Committee contains two
adjustments for teaching institutions.
The first recognizes the direct costs of
teaching—salaries, blackboards—and
passes these costs through. The
second adjustment recognizes the indi-
rect costs of teaching and doubles the
current adjustment for these costs.
This will certainly help to recognize
some of the unusual costs faced by
these instftutions.
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In addition to these two adjust-

ments, we have also provided an insti-
tution the opportunity to apply to the
Secretary for additional payments
where the length of stay for a particu-
lar case is unusually long, or the cost
unusually high as compared to the
DRG rate. The House bill only pro-
vides for special treatment for long
lengths of stay.

Our bill also contains a provision re-
quiring that the Secretary make ad-
justments or exceptions as he deems
appropriate to take into account the
special circumstances of hospitals
caring for a large number of low-
Income patients. Sole community pro-
viders are given special treatment, as
are psychiatric hospitals, childrens
hospitals, and rehabilitation hospitals.

I understand the distinguished Sena-
tor from Texas will offer an amend-
ment to assist those institutions that
serve as regional or national referral
centers, an amendment we are certain-
ly willing to accept.

By summarizing these exceptions
and adjustments the Senator from
Kansas wants to make it clear that
every attempt has been made to iden-
tify and resolve those legitimate con-
cerns raised by institutions across the,
country.

As I said at the outset, this is a new
program, and we are not sure of all
the answers. These provisions give us a
chance to test out some answers to
some specific problems, while getting
the system into place.

INDUSTRY SUPPORT
The hospital industry has made it

clear that they want to move ahead
with this system. They do not like the
current system of controls any more
than we do. They want a system that
finally puts some incentives for effi-
ciency into place. They are, of course,
concerned that we treat hospitals equi-
tably, but aiso believe that our recom-
mendations go a long way toward re-
solving some of these concerns.

MAJOR PROVISIONS OF THE PROSPECTIVE
PROPO5AL

DIAGNOSTIC-RELATED GROUPs AND RATES

Under the committee amendment,
the Secretary is required to determine
prospectively a payment amount for
each medicare hospital discharge.
DRG rates would be established for
urban and rural areas both nationally
and in each of four census regions.

These rates would be increased for
fiscal year 1984 and fiscal year 1985 by
the marketbasket plus 1 percentage
point. Adjustments for future years
would be decided upon by the Secre-
tary, based in part upon recommenda
tions made by an independent commis-
sion.

Changes in the relative weights of
the DRG's would be made at least
every 5 years to reflect changes in
treatment patterns, technology, and
other factors which may change the
relative use of hospital resources. The
independent commission mentioned
earlier will also assist the Secretary in
making these changes.
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OUTLIERS

Another major provision is the one
that deals with outliers, the unusually
costly cases or those with particularly
long lengths of stay. As noted earlier,
our proposal is more generous in deal-
irig with these costs.
EXCLUSION OF CAPITAL-RELATED EXPENSES AND

MEDICAL EDUCATION EXPENSES

In the case of capital costs and
direct education costs, we will continue
to reimburse hospitals as we do under
current law until October 1, 1986,
after which time capital costs will no
longer be "passed through."

In the case of indirect medical ex-
penses the proposal doubles the cur-
rent teaching adjustment.

EFFECTIVE DATE/TRANSITION

The proposal would be in effect for
individual hospital accounting years
beginning on or after October 1, 1983.
The bill also provides for a 3-year
transition from the current system to
a full national DRG system. During
the transition the hospitals would be
paid a mixed rate based on their his-
torical costs, a national DRG rate and
a regional DRG rate. This transition
provides ample opportunity to the
hospitals to adjust to the new system.

EXEMPTIONS, EXCEPTIONS, ?ND ADJUSThffNT5

As noted earlier in my comments,
certain hospitals are excluded from
the prospective system and adjust-
ments and exceptions are provided for
others to accommodate certain con-
cerns, such as unusual patient case-
loads or geographic location.

PEER REVIEW

The proposal includes a requirement
that hospitals contract with a profes-
sional review organization selected by
the Secretary under title XI of the
Social Security Act. It will be particu-
larly Important that a monitoring
system be in place in conjunction with
a payment program that pays an es-
tablished rate per diagnosis. We will
want to continue to insure that appro-
priate and necessary services are pro-
vided.

STATE COST CONTROL PROGRAMS

The States will continue to be able
to design and Implement State pay-
ment systems. In fact, the language
contained in the proposal strengthens
the case of States applying for medi-
care waivers as long as they meet the
requirements established by the stat-
ute.

We continue to be interested in ex-
amining the State systems, believing
that there are a great many ways one
might go about addressing the prob-
lem of rising hospital costs, and that
the Federal Government might still
have a great deal to learn

ADMINISTRATIVE AND JUDICIAL REVIEW

The committee amendment contin-
ues to provide the opportunity for in-
stitutions to seek administrative and
judicial review in all cases except
those that relate to the establishment
of diagnosis-related groups, of the
methodology for the classification of
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discharges within such groups, an of
the appropriate weighting factors.

STUDIES AND REPORTS

Mr. President, the last major provi-
sion of title III deals with studies and
reports. The committee has asked that
the Secretary complete a number of
studies on issues of concern to us in es-
tablishing this new prospective
system.

Of particular note are the studies
and reports dealing with the severity
of illness, intensity of care. or other
such modifications to the diagnosis re-
lated groups. These issues are critical
to our efforts to insure that institu-
tions receive a DRG payment that is
reasonably sensitive to the care being
provided to patients.

COMMISSION

There is one other aspect of title III
that bears noting. This is the creation
of a Commission of experts to assist
the Secretary in making adjustments
to the DRG's and in examining those
changes in the health care industry
that have a bearing on health care de-
livery and the cost of care.

The Commission will help us look at
such miportant issues as variations in
treatment practices, resource usage,
and medically appropriate patterns of
care. Because this Commission would
be made up of a mix of experts, for ex-
ample, nurses, physicians, employers,
and hospital administrators, they will
be able to explore a number of diverse
issues, such as the role of nutrition in
the treatment of a patient and its
Impact on the overail use of services.

Changes in technology will be par-
ticularly important for us to track. We
certainly do not want to discourage
the kind of Innovation we have come
to expect from the heaith care indus-
try. The introduction of a new treat-
ment modality or a new piece of equip-
ment can have enormous Implications
for a particular DRG and its so-called
weight. We want to make sure that
changes in the DRO's really follow
changes in the industry.

NEED FOR ACTION

Like the other aspects of S. 1, this
title should be given every considera
tion by my colleagues. It is clearly
tune to move away from the old Ineffi-
cient cost based reimbursement
system, to one that puts some incen-
tives in place. These provisions do ex
actly that.

UNEMPLOYMENT COMPENSATION PROVISIONS

The Finance Committee included
four provisions in S. 1 dealing with the
unemployment insurance system. The
first provision would provide a 6-
month extension of the Federal sup-
plemental compensation (FSC) pro-
gram currently scheduled to expire on
March 31, 1983. Two provisions deal
with coverage and eligibility issues,
and the final provision provides some
relief from the interest and loan re-
quirements of current law. The House
passed bill, H.R. 1900, includes only
the extension of FSC.
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The Finance Committee provision

extends the Federal supplemental
compensation (FSC) program for 6
months, from April 1, 1983, through
September 30, 1983. The basic tier of
benefits has been redesigned to reflect
more accurately current unemploy-
ment conditions. The proposal has
three new and important features:

First, extra weeks of FSC benefits
are provided to claimants who have
exhausted the initial FSC entitlement
prior to April 1, 1983. These benefits
are again geared to the level of dis-
tress in each State.

Second, claimants who have not
used their full initial entitlement are
permitted to continue to receive FSC
benefits after Apr11 1, 1983.

Third, those individuals who may
have FSC entitlement remaining on
September 30, 1983, when this pro.
gram will expire, will not have their
benefits immediately cease. Instead,
the proposal allows a °phase out" of
benefits whereby the claimant would
receive half of the remaining weeks of
his entitlement. To me, this is attrac-
tive because it allows the individual
who becomes eligible for FSC late in
the program's life to receive some
benefit from it.

In order to afford this "phase out"
feature, it is necessary to scale back
somewhat the level of benefits avai1a
ble. The current FSC program pro-
vides 16 weeks of benefits in States
with the highest insured unemploy-
ment rates (IUR). This proposal would
allow 14, the same level provided in
the House-passed bill. In my opinion,
this is justified not only on cost
grounds, but also because there does
appear to be a downward trend in un
employment which is projected to con-.
tinue, although slowly, through the
spring and sununer. Should this not be
the case, I certainly expect that the
Congress will be in session this
summer and alterations canbe made,
if necessary.

Additionally, we have included an in-
crease in the number of weeks of work
required to qualify for FSC benefits—
from 20 to 26 weeks. This requirement
would be applied on a prospective
basis only, that is, for people who first
begin receiving FSC after April 1. It
seems reasonable to me that a work
force attachment beyond 20 weeks
should be required for the receipt of
benefits of as many as 53 weeks in
some States.

CBO estimates the fiscal year 1983
cost of this proposal at $2.1 billion.
There would also be a cost in fiscal
year 1984 of $120 million. This is in ad-
dition to the $2.5 billion fiscal year
1982 and fiscal year 1983 cost of the
current FSC program. It is a substan-
tial expenditure of Federal dollars and
demonstrates a real commitment to
aiding our Nation's unemployed. We
may not be able to go further.

The second provision approved by
the Finance Committee would correct
a serious situation which was brought
to the attent!on of the committee by
one of our Members, Senator BRADLEY,
and by a number of our House col-
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leagues. This provision would permit a
State to treat FSC claimants serving
on jury duty and those who are hospi-
talized n the same manner as such
claimants are treated under the regu-
lar State programs. A number of cases
were documented in which PSC claim-
ants were terminated from benefits for
failing to meet the "able to work" and
"avallabe for work" requirements
under Federal law. These claimants
were serving on jury duty or, in some
cases, had been suddenly hospitalized.
The committee recognized that such
occurrences are generally beyond the
control of the individual. Therefore,
the Bradley amendment was adopted
to allow States the flexibility to deal
with such cases as they do in their
own State programs.

The third provision would require
States to deny unemp'oyment benefits
to school employees and certain em-
ployees Who perform services for edu-
cational nstitutions. This denial of
benefits would apply during periods
between academic years or terms. The
denial would take place only if there
was reasonable assurance of returning
to work in the next academic year or
term. This amendment equalizes the
treatment of these employees with the
treatment now accorded to profession-
al employees working in instructional,
research, and principal administrative
capacities.

Finaily, the Finance Committee
adopted a measure which provides lim-
ited relief for States which are borrow-
ing from the Federal Treasury to meet
benefits payments. This is a responsi-
ble provision which is deserving of the
support of the full Senate. The com-
mittee developed a plan which will
allow a State to spread the interest it
owes over a 5-year period. The State
can also qualify for a reduction of 1
percentage point in the interest rate
charged on borrowing. Additionally, a
State which does not qualify for the
full cap on the loss of the Federal un-
employment tax (FUTA) credit may,
under the committee provision, qualify
for a partial cap.

Some action on the State's part for
this relief is, of course, necessary. The
Finance Committee proposal requires
States to make progress toward solven-
cy of 30 percent the first year, 40 per-
cent the second year, and 50 percent
the third year. If the State makes an
effort to reach solvency which in-
creases those percentages to 50, 80,
and 90, the interest rate will be re-
duced by 1 percent.

Even this limited relief will have a
Federal budget impact. The loss of in-
terest paid to the Federal Government
could total $319 million in fiscal year
1983 from the deferral alone. The re-
duced interest rate would only in.
crease the revenue impact. The avail-
ability of the partial cap on the offset
credit loss would also have a negative
impact on the Federal deficit of some
$250 million. However, the Finance
Committee recognized the fact that
the current recession has been deeper
and more prolonged than we expected
th the summer of 1981 when the inter-
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est and cap provisions were enacted as
part of the Omnibus Budget Reconcili-
ation Act, Therefore, the committee
was willing to make some temporary
changes in the current law in order to
allow States extra time to enact the
necessary State law changes to bring
their programs closer to solvency.

I •urge my colleagues to support
these modifications in the interest and
loan provisions. I believe that the Fi-
ance Committee proposal treats in a
fair manner those States which must
continue to borrow. I believe that the
Finance Committee provision also pro-
tects the interests of those States who
have operated solvent programs over
the years, borrowing when necessary
but repaying on time and making the
required State law changes to insure
solvency. The interests of those States
and their taxpayers deserve our atten-
tion.

CONCLuDING REMARKS

The social security financing pack-
age, as well as the medicare and unem-
ployment compensation provisions,
represents the end-result of intensive
negotiations between a bipartisan
group of interested parties.

I urge my colleagues to support this
important and comprehensive bill.

I ask unanimous consent to have
printed in the RECORD a detailed de-
scription of each of the social security
provisions along with cost estimates
provided by the Office of the Actuary,
SSA, and the Congressional Budget
Office, and also a detailed description
of the Finance Committee amend-
ments dealing with the unemployed
insurance program.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:
eICTUARIAL COST ANALYSIS OF 5. 1. AS AMENDED

BY THE FINANCE COMMITTEE, PR1PARED BY
THE OFFICE OF THE ACTUARY OF THE SOCIAL
SECURITY ADMINISTRATION, AND ACTUARIAL
COST A.NALYSIS OF THE BILL PREPARED BY THE
CONGRESSIONAL BUDGET OFFICE

DEPARTMENT OF HEALTH AND HUMAN
SERVICES. SOCIAL SECURITY AD-
MINISTRATION,

March 11, 1983.
Preliminary estimate of the impact of S. 1
as reported by the Senate Finance Commit-
tee on the long-range financial status of the
OASDI system
Mr. HARRY C. BALLANTYNE,
C'hief Actuarij

The attached table includes preliminary
long-range estimates for 5. 1 as reported by
the Senate Finance Committee based on the
1983 trustees Report Alternative lI-B as-
sumptions. Enactment of this bill will result
in a long-range actuarial surplus of 008 per-
cent of taxable payroll for OASDI com-
bined. Estimates for individual provisions
are shown in the table generally only for
those provisions with significant long-range
impact on OASDI. However, the impact on
OASDI of all provisions of 5. 1 as reported
is included in the totals.

The estimates assume that the allocation
to the DI trust fund will be similar to the al-
ocaUon in H.R. 1900 as reported by the
Ways and Means Committee, except that
after 1999 the rate would increase from 0.60
to 0.65 each.

Attachment,

FRANCISCO R. BAYO.
Deputy ChiefActuar?J.



Cvisndur year

fatal.Provision
1983 1984 1943 1986 1987 1988 1989 1983—

torease too rate sri covered wages and salaries
Increase tao ratee covered self-employment earrings

Cover President, Vice President, and Members of Congress
oor nova Federal enrp?oycos
Cover all nonprofit employees

Sv6
LI

v'
2

I 3

503
el 63.0 83.2

$14.5
3.7

I6.0
4.4

$T9i
185

I
.1

93

1')
1.2

18

1')
1.8

21

(9
2.4

2.6

(9
3.1

3.1

1)
9.3

12.5

Total for new coverage 1.5 ' 2 3.0 3.9 5.0 61 21.8

Prohibit State and local government terminations 1 2 .4 .6 .8 1.1 3.2

Accelerate collection of State and lacal taxes 1.4 .1 .1 .1 .3 .2 2.2

Provide general furl transfers for military service credits and unvvgntiated chec!es $19.2 —.4 .4 .3 —.3 —.3 -.3 17.2

Delay benefit increases 6 ian 3.2 5.2 5.4 5_S 6.2 6.7 7.3 39.4

Tax '/ of benefits for htfi income beneficiaries 2.6 3.2 3.9 4.7 5.6 6.7 26.6

Continue benefilv err remarriage __. (9 ') 1') (9 (9 (9 —..1

Modify indexing of deferred survivors' benefits (9 9 (2) (5) (9 () (2)

Rave disabled widow(er('s benefits to 71.5 porcesf of PIA —.2 .- .2 —.2 —.2 —.3 —.3 — 1.4

Pay divorced spouses whether on rat wortier has retired
(2) (2 (5 (2) (ir) .. 1

Replace 90-percentfaclsr in benefit formula with variable percentage, for individuals receivrng pensions from covered employment
(2) ( (i ( .1 .1 .3

Raise detayed retrement credit, beginning in 1990
Provide up to 2 chvdcare drop svt years ('I '—.1 — .1 —.2 .4 .5 1.3

All ether miscellureous and technical changes
(f ()(9 (9 (2) (0) _..1

Total for all changer 22.3 19.9 13.0 15.1 17.9 35.6 40.8 165.5

Net addifiunat tacos of less than $50,000,000.
2 Additional benefits of lees than $50000000.

Reduction in beret Is of less than $50090000.
Note—Estimates shown for each precision include the effects of interaction with all preceding provisIons. Totals do not always equal the sum of components due to rounding. Pnvrree figures represent additiornal income or reductions in

benefits. Nogative tigvres represent reduckons in income or increases in benefits.

Effect as

Provision

percent of payroll

OASI Dl OASII

U.S. CONGRESS,
CONGRESSIONAL Bomcor'r OrncE,
Washington, D.C., March 11, 1983.

Hon. ROBERT J. DoLE,
Chairman, Committee on Finance, U.S.

Senate, Washington, D. a
DEAR MR. CHAIRMAN: Puisuant to Section

403 of the Congressional Budget Act of
1974, the Congressional Budget Office has
prepared the attached cost estimate for 5. 1,
the Social Security Act Amendments of
1983, as ordered reported by the Senate
Committee on Finance on March 10, 1983.

JAMES BLUM
(For Alice M. Rivlin, Director).

CONGRESSIONAL BUDGgr OFFICE COST ESTIMATE

One. Bill No.: 5. 1.
Two. Bill title: Social Security Act Amend-

ments of 1983
Three. Bill status: As ordered reported by

the Senate Committee on Finance on March
10, 1983.

Four. Bill purpose: To amend the Social
Security Act to assure the solvency of the
Social Security trust funds; to accelerate
presently scheduled payroll tax increases; to
tax 50 percent of certain individuals' bene-
fits; to Increase the self-employed tax; to
delay the payment of cost-of-living adjust-
ments to reform the Medicare reimburse-
ment of hospitals; to extend the federal sup-
plemental compensation program; and for
other purposes.

Five. Estimated cost to the Federal Gov-
ernment: The following table shows the esti-
mated Costs of this bill to the Federal Gov-
ernment.

Because no draft language has been re-
ceived, CBO cannot estimate certain provi-
sions in this bill at this time. These provi-
sions relate to the Unemployment Insur-
ance and SSI programs. The cost estimate
for the remaining provisions present the
best estimates based on current Informa-
tior,

TABLE 1.—ESTIMATED BUDGET AUTHORITY, OUTLAY, AND REVENUE IMPACTS OF S. 1, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983

[By ftscat year, in millions of dollars] .

1983 1984 1995
.______.._

1986 1987 1988—
Slserding

Function 550:
Budget authanlty..
Oottays

Function 601
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TABLE 1.—ESTIMATED CHANGES IN OASDI TAX INCOME OR BENEFIT OUTGO UNDER 5. 1 AS REPORTED BY THE SENATE FINANCE COMMIITEE, BASEO ON 1933 ALTERNATIVE (--B

ASSUMPTIONS

[In billions)

PRELIMINARY ESTIMATED LONG-RANGE OASDI COST EFFECT

OF 5. 1 AS REPORTED BY THE SENATE FINANCE COMMITTEE

Effect as percent
Provision

of payroll

OASI It OASII

PRELIMINARY ESTIMATED LONG-RANGE OASDI COST EFFECT Should the Committee so desire, we would

OF S. 1 AS REPORTED BY THE SENATE FINANCE
be pleased to provide further de'tails on this

COMMITTEE—Continued
, estimate.

Sincerely,

After committee bill
Actuarial balance .-.07 +01 +08
Average Income 11.61 1.31 12.92

Average cost rate 11.54 1.30 12.84

The values for each of these tndbedsal provisions represent the effect over
present law and do not take into account interaction with other pnoroisens.

The values in the subtotal take into account the estimated interactions
among the provisions.

8 The valueS for each of these previsions take into account interaction with
the provisions included in the subtotal.

'The values for the total effect of S. I lake into account interactions
among all of the provisens of the bill.

Note—The above estimates are based an the 1983 Trustees Report

Aiternative Il—B assurnptinns. Individual estimates iriay net add to totals due lx
rounding avid/or interacnion among proposals.

Present law:
Average cast rate — 13.04 1.34 14.38

Average tax rate 10.13 2.17 12.29

Actxaeat balance —2.92 +83 —2.09

Changes relating lv both feirg-range and short-
range financing

Cover new Federal eiinployees +26 +02 +28
Cover all nonprofit employees +09 +01 +10
Pnoflibit State and local teorniantion +06 +01 +06
Delay benefit increases 6 me +28 +03 +30
Stabilize frost fund ratio
Eliminate 'windfall" benefits +05 +00 +05
Raise delayed retirement credits. - —.10 —.10
Tao ¼ of benefits +57 +05 +62
Acceferate faa rate increase +03 +03
krcoease tax rate or selfemplsymeot +17 +02 +19
Change II rate allocation +90 —.90
Continue benefits on remarriage — .00 —.00 — .00

Pay divorced speose of inenretired —.01 —.00 —.01
Modify indexing of survivor's benefits —.05 —.05
Rarse disabled widow's benefits - —.01 —.01
Modify military credits financing - +01 +00 +01
Credit unnegotiated checks +00 +00 +00
Taa Certain calary reouc000 plans +03 +00 +03
limit benefits to nonresioent aliens +01 +00 +01
Elinrrnate benefits to incarcerated felons +00 +00 +00

Subtotal for the eftect of the
above provrvions + 2.22 —.18 + 1.44

Remaining deficit after the

abovn pmv'siOns —.70 + .05 —.65

Additional charl:vx elaring primarily to long-

range tinancrrg
Mauls tienolit formula after this century +39 +04 +43
Raise normal retirement age to 66 ÷48 —.08 +40
Eliminate eaneings tout at age 65 — .05 —.05

Add up to 2 child care dropout years —.03 — .00 —.04

blat effect of all of fhe
provisions' + 2.99 —.821-2.17

14,084 14,713
3O67 -'3,

3.439 1,001 1.905 2.283 2.665 2.58?

105 93 33 -532 —135 —l4'

l4.5T3 16,573 39,5

- 3,626 - 3,164 -
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TABLE 1.—ESTIMATED BUDGET AUTHORITY, OUTLAY, AND REVENUE IMPACTS OF S. 1, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983—Continued

[B I iscI year. in millions of dolars

(JttSet Medcatd
Increase SSI benefits:

ssl
Offsets:

Food stamps
Medicaid

Extend FSC program for 6 mo:2
Unemploymeul conWensation
Offsets to food stamps and AFDC

Prospective payment system
State waer change
Miscellaneous outlay impacts:

OASDI

SSI and AFOC

Total outlays changes

Revenue changes

RCA increase:

OAS
Railroad retirement

1984 FtCA tax credit
Other RCA tax oftsts

SECA tax increase

— 1,104 —3,193 —4,228 —4.473 —4.706
—100 —130 —110 —170 —115

—25 —54 —58 —58 —60
0 37 46 51 53

114 63 —90 —201 —206 —211
1 (' ) ) ) )

—9 —5 7 15 16 16

250 150 845 840 875 935

—40 —165 —170 —170 —175 — 115
0 35 50 55 55 55

0 6.361 2,349 0 0 10.212
0 45 0 0 0 61
o --3.240 —985 0 0
0 —795 —141 0 0 —1.284
0 1,408 4.304 4.382 4.747 5.199
O —893 —2.645 -—2,481 —2.397 —2,441
0 1,118 1,691 1,955 2.297 2.853
0 —141 —212 —244 —.281 —357
0 61 185 315 455 636
0 1,600 200 136 04 200

TABLE 3.—ESTIMATED CHANGES IN OASI, DI AND HI TRUST FUND OUTLAYS AND NCOME
RESULTING FROM 5. 1, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983

[By fiscal years. in milIns of dollars]

1983 1984 1985 1986 1987 1988

trust fund outlay changes
6-mo. COlA delay:

OASI

DI —.1,519 —3.394 —3.805 —.049 —&272 —4,712
—399 —423 —2 —3 —469

1983 1984 1985 1986 1981 1988

Function 100:

Budget authority
0 —89 —58 —58 —60 — 63

Outlays 25 58 .60 ..3
Total spending:

Budget authority 14,996 16.640 16,128 19.218 33.381thitlavs 421 3538 3815
Revenues

0 6,466 1.519 1.453 8,889 19.825

Cirange in unified budget defcit
421 —9.494 — 11.111 —11.268 — !2.848 —24.168

The spending effects of this bill fall Stamps, Veteran's Pensions and Medicaid One major of this bill is ensurewithin budget functions 550. 600 and 700. programs, the continued payment of all Secu-The budget authority is the net result of Basis of' esti?nate rity benefits. The impact of some of the pro-higher interest income on higher trust fund visions n the bill on the financial status of
balances for the Old Age Survivors Insur- This bill generally incorporates the Janu- the Social Security trust funds differs fromance (OASI) the Disability Insurance (DI) ary, 1983 recommendations of the National their impact on the federal budget Many
and Hospital Insurance (HI) programs, Commission on Social Security Reform. It provisions transfer funds within the govern.transfers to the trust funds from the gener- also incorporates provisions affecting the ment, which has no impact on budget out-al fund of the U.S. Treasury, and required Medicare. Supplemental Security Income lays or receipts In addition, the savings toadditional budget authority for the Supple- and Unemployment Insurance Programs, and income into the trust funds generatemental Security Income (SSI), Supplemen- Table 2. shows the costs, savings and reve- additional interest income or budget author-tary Medical Insurance SMn, Food nue impacts of this bill to the federal gov- ity. income also does not affect theernment. unified budget deficit. The impact of the

bill on the trust is shown
separately in Table 3.

TABLE 2.—ESTIMATED OUTLAY AND REVENUE CHANGES TO THE UNIFIED FEDERAL BUDGET RESULTING FROM 5. 1, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983

[By ficaI year, n millions of doflars]

1983 1984 1985 1986 1987 1938

OuDay canges
Delay ILA 6 mo;

OASDI

Veterans' pensions
Oflset: Food stamps.

Medicare premium delay:
SMI
Ut

—5,181
—210
—63

53

2,070 120 0 0 0 0
—135 —8 0 0 0 0

0 0 0 () () ()
0 () () (a) () ()
0 122 230 296 364 438

(5) (5) ()
421 —3.028 —3.538 —3.815 —3,959 — 4.343

Co er nonprofit employees
Nonprofit wofl(ers income tax off sets

Cave' new Federal workers
State spedup
Tax 50 porcent of benefits:

OASDI
.Raroad retirement

Increased tax reyenue5 from FSC extension . .

total revenue changes
0

Total impact on unified budget dehcit
421 —9.494 —11,117 — 11,268 —12,848 —. 24.168

less than $500,000.
This bill Contains no estimates relating to unemployment rust fund loan reform.
The budgetary impact cannot be estimated because the bill would aflow the Secretary of Health and Human Services, as advised by panel of experts, nearly unlimited discretion in setting paymeni nates for inpatient hospital services.Those rates ud be set such that medicare outlays in the aggregate wou'd increase or decrease.
The cost ol this provision cannot b estimated because it depends o the actions of State hospital rte•setting Commissions in Massachusetts and New York
SSI costs do not include costs of the provision requiring notices to be sent to social scunity benelicanies informing them about SSI. Se the text for details.

Source CO estimates based on February 1983 economic assumptions.

0 180 2.769 3.316 3.885 4.594
0 20 64 76 85 93
0 142 0 0

6.466 7.519 7,453 8.889 19.825
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TABLE 3.—ESTIMATED CHANGES N OASI, DI AND HI TRUST FUND OUTLAYS AND INCOME RESULTING FROM 5. 1, THE SOCIAL SECURITY ACT AMENDMENTS OF 1983 tContiued

Cover newly hired Federal workers:
OASI

Mititar tianser adts:

Total outlay and income inhisions to trust funds:
OASD
OASOIII

Estimated interest income:
OASDI
nAcnwI

983 I84 3 196

12 230 26 36 438

O 180 2169 3316 3.885 4.594

O 5<16 1.914 0 0 8.631
O 966 403 0 0 1.164

856 2.525 2,441 2.608 2,912

0 115 511 501 534 591

311 1,262 1,434 1,605 1,610

0 104 314 536 114 1.081

o 18 56 94 136 191

O 112 1,083 1,226 1,421 1,163

0 189 288 332 390 485

o 216 326 391 480 605

16,800 —380 —385 —210 —220 —210

2.300 —60 —60 —35 —35 —35

3.290 —10 —10 —60 —60 —60

680 43 43 43 43 43

120 1 1 1 1 1

0 1,600 200 136 104 200

19,900 10,481 9,134 8,393 9,653 22,023
3,290 523 1,518 1,771 2.025 2,215

23.190 11,010 11,252 10,164 11,618 24,238

Total anuaI increase in trust funds
OASDInnul

21,894 11,106 18,160 18,129 20,431 34,531

25,229 18,014 20,118 20,543 23,231 31,663

'Assumes no reaIIotion between OASI and DI trust funds.
2 Assumes all revenues aHocated to OASI tnist fund.

Scuice: CBO estimates based on February 1983 economic assumptionS.

A section by section description for the
basis of the estimates for the provisions in
this bill having major cost impact is given
below. These estimates were prepared from
a draft of the bill before Comxnittee amend-
ments were added and from mark.up docu-
ments. No bill as amended has been re-
ceived.
PROvISIONs AFFECTING THE FINANCING OF THE

sOCIAL sECURITY sYsTEM

Cover new Federal employees
This provision extends Social Security

coverage to all new permanent federal civil-
ian employees as of January 1, 1984. The
proposal is expected to cover about 150,000
new permanent federal entrants per year
through 1988. The proposal raises $61 mil-
lion in unified budget revenues in fiscal year
year 1984 and $1.7 billion in revenues from
fiscal year 1984 through 1988.

This provision assumes no change in the
current Civil Service Retirement system for
those federal workers newly covered by
Social Security. No impact of any Civil Serv-
ice change is given in this estimate.

The estimate is based on CBO's current
economic and federal employment assunip-
tions.

Cover workers in nonprofit organizations
The provision requires mandatory cover-

age of all employees of nonprofit institu-
tions and organizations. Approximately 20
percent of employees of nonprofit organiza-
tions and institutions are not currently cov-
ered by Social Security. Covering the last 20
percent of nonprofit employees raises $1 bil-
lion In fiscal year 1984 and $8.7 billion in
fiscal years 1984 through 1988.

The extension of mandatory coverage to
all non-profit employees result in an Income
tax offset against the incresae in OASDHI
revenues. The offset equals 25 percent of
the employer contribution and reduces
income ax revenues. Income tax revenues
are estimated to fall because it Is assumed
that non-profit employers pass the entire
payroll tax increase onto their employees in
the form of lower wages and salaries.

The estimate was based on CBO's econom-
ic assumptions using the Social Security Ad-
ministration's short-term revenue forecast-
ing model.

Termination of State and local coverage
Currently, state and local governments

can terminate Social Security coverage uron
giving two years notice of their intention to
withdraw, and then doing so. 'This provision
would prohibit any such withdrawals, effec-
tive with the bill's enactment.

CBO's current law revenue estimates do
not assume reductions in trust fund income
that could result from withdrawals of cer-
tain state and local governments. Thus.
there would be no revenue gain to the CBO
baseline estimates from prohibiting such
withdrawals.
Delay payment of annual costof-living ad-
justment from July to January of each
year
This section delays the payment of future

cost-of-living adjustments (COLA's) for
Social Security for six months, from July to
January of each year. In addition, the provi-
sion changes the base period from which
the COLA is calculated.

The COLA is measured by the growth in
the Consumer Price Index (CPI) from the

first calendar quarter of the previous year
to the first quarter of the current year.
Whenever the increase is greater than three
percent, an adjustment to the benefits paid
each July is made. The July 1983 COLA
will be paid in January, 1984 under this pro-
vision, and will be based on the current law
indexing period. Subsequent adjustments
will be based on the CFI growth from the
third quarter of one year to the next. The
table below shows the CBO COLA assump-
tions under current law and under this pro-
vision,

ASSUMED PERCENTAGE INCREASE IN SOCIAL SECURITY

BENEFITS UNDER CURRET LAWS AND UNDER S. 1

1983 1984 1985 1986 1981 1988

Current law—July 4.1 4.6 4.5 4.2 4.0 3.8

propoil—Jaury ... 0.0 4.1 &6 4.4 4.1 3.8

This bill also guarantees that a January,
1984 COLA will be given, even if the rate of
inflation is so low that the adjustment Is
less than three percent. Since CBOs cur-
rent economic assumptions have this COLA
adjustment at 4.1 percent in 1984, this
clause has no cost effect.

The change in the COLA base of payment
is expected to save $24 billion in Social Se-
curty benefits over the period, and an addi.
tional $1.3 billion in SSI and other benefits
directly linked to this COLA. These COLA
changes would increase food costs by $240
million over the period as incomes of food
stamp recipients decline.

By icI years. in miions of dor3]

Total outlay changes:

OASI
1.519 - 3.212 3,S15 —3,153 --3.908 - 4.7/4

_::!L.. .423 —424 434 — 469

Total . ..
. .3.611 —3,998 —4,111 ..4,342 •. 1143

SECA tax increase:
OASI

Dl
Ill

Trust lund income changes.
Tax 50 percent of beilef Is: QASI
FICA tax speedup:

OASI

Dl

Cvei nonprofit organizations:
OASH

HI

hi

lincashed checJs:
OASI

DI

State speeftip: OASOI*.

Total income changes:
(IAI1I

21,604 14,158 13,132 12,510

4,894 14,681 15,250 14,341
13,995 26,161

16020 28,981

290 2,948 4,428 5,559 6,442 1,710

335 3,333 4,928 6,202 1,211 8,682
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Ta.xat ion of 50 erccnt of social security and

railroad retirem'nt benefits for individ-
uals with incomes above $25,000 and 7nar-
ned couples above $32,000
This provision includes in taxpayers' ad-

justed gross income (AG!) half of Old Age,
Survivors and Disability Insurance (OASDI)
benefits when those benefits plus AG! ex-
ceeds a threshold amount. For the purpose
of taxing half of OASDI benefits, the inter-
est from tax free bonds is added to AG!.
The threshold is $25,000 for single returns,
$32,000 for joint returns, and zero for mar-
ried couples filling separately. This limit
would be calculated including an individ-
uals or couple's tax exempt income, al-
though this income would not count to-
wards determining one's marginal tax rates.
The amount of benefits included in AG!
would be the lesser of either 50 percent of
benefits or the one-half of the balance of
the taxpayers summed income over the
threshold.

The provision raises $800 million in fiscal
year 1984 and $15.3 billion from fiscal year
1984 through 1988. The revenue effects are
derived from the Joint Committee on Tax-
ation estimates based on the Social Security
Trustees fl—B assumptions, with benefit
amounts lowered to take account of the
CBO's lower inflation (and therefore cost-
of-living adjustment) projections.
Increase social security payroll twr (FICA)

and 1984 ta,r credit
The provision accelerates the OASDI pay-

roll tax (FICA) increases for employees and
employers. The payroll tax increase to 5.7
percent from 5.4 percent on January 1, 1984
instead of January 1, 1985. Another tax rate
speedup increases the rate to 6.06 percent
from 5.7 percent on January 1, 1988 and
January 1, 1989, This increase was sched-
uled to take effect in 1990. The proposal
also includes a payroll tax credit of 0.3 per-
cent of employee FICA contribution for
1984.

The FICA tax acceleration results in an
income ax offset equal to 25 percent of the
employer payroll tax contribution. The
offset lowers Income tax receipts because
employers are assumed to pass back onto
employees the full payroll tax increase in
the form of lower wages and salaries.

The provision Is estimated to raise OASDI
unified budget revenues $6.4 billion in fiscal
year 1984 and $19.0 billion from fiscal year
1984 through fiscal year 1988. The income
tax offset equals $2.2 billion from fiscal
years 1984 through 1988. The revenue loss
due to the payroll tax credit results in a $4.2
billion loss by fiscal year 1985.

The estimates are based upon CBO's
latest economic assumption using the Social
Security Administration's short-term reve-
nue forecasting model.

Increase Self employed ta.x rate
The provision raises the self-employed

payroll tax rate (SECA) to a level equal to
the combined employer-employee contribu-
tion rate (including the FICA tax accelera-
tion). In 1984 the SECA OASDI rate in-
creases 3.35 percent and the HI rate in-
creases 1.3 percent for a SECA rate of 14
percent. Further, the provision includes a
payroll tax credit equal to 2.9 percent of
total SECA contributions in 1984 and 2.5
percent in 1985, 2.2 percent in 1986, and 2.1
percent in 1987 and 1988.

The proposal raises, $1,408 million in
SECA revenues in fiscal year 1984 and $20
billion from fiscal year 1984 through 1988.
The income ta loss due to the self-em-
ployed payroll tax credit equals $893 million
in fiscal year 1984 and $10.9 bilhon from
fiscal year 1984 through fiscal year 1988.

Reallocation of OA.SI and DI ta.x rates
This provision has no net cost to the fed-

eral government. It realigns the payroll tax
portions allocated to the OASI and DI trust
funds so as to keep the two funds balances
at approximately the same percentage of
outlays at the start of each year.

Benefits to certain widows, divorced and
disabled women

These provisions would (1) allow the con-
tinuation of benefits Lo surviving, divorced
or disabled spouses who remarry; (2) change
the indexing procedure for benefits for
those receiving deferred survivor benefits:
(3) allow divorced spouses to draw benefits
regardless of whether the former spouse is
receiving benefits; and (4) increase benefits
for disabled widows and widowers.

Together, these provisions would cost less
than $200 million per year once fully effec-
tive in fiscj year 1985. The largest cost in
this group of provisions would allow dis-
abled widows or widowers ages 50 to 59 to
receive benefits at an amount equal to
which non-disabled widows or Widowers over
age 59 currently receive. This provision is
estimated o cost $90 million in fiscal year
1984, $125 million in 1985 and an estimated
$600 million over the five year period. Based
on Social Security Administration data, ap-
proximately 200,000 recipients would receive
$50 or 20 percent in added benefits per
month under this provision.

In addition, a provision in this bill to allow
women with children additional years of
zero earnings in the calculation of their
benefits.
Reimbursement to OASDHI trust funds for

military wage credits and unearned
OASDI checks
These provisions will credit the three

Social Security trust funds with $23.8 billion
as part of a transfer in 1983 from the gener-
al fund of the Treasury. A total of $22.4 bil-
lion of this transfer represents the present
value of estimated benefits arising from
Social Security credits granted to military
personnel for service prior to 1957, and the
amount of taxes on these credits between
1956 and 1983. The remaining transfer Is for
the estimated amounts of uncashed Social
Security checks for past years. Checks Un-
cashed for longer than six months will also
be credited back to the trust funds in future
years.

These estimates were provided by the
Social Security Administration. Although
they add large amounts to the trust funds,
the provisions do not have any cost impact
to the federal government as a whole. There
are offsetting interfund transfers within the
federal unified budget.

State payment speed up
This provision will require state and local

governments to transfer their payroll tax
collections to the Treasury under the same
rules as private sector employers. Currently,
state payments are made on the 30th day of
each month. The provision requires that
states transmit payroll tax collections to the
federal government soon after their employ-
ees are paid. Therefore, the Treasury would
receive state FICA collections more fre.
quently. Thus, the transfer to the Treasury
would be hastened, adding to trust fund rev-
enues by $1.6 billion in fiscal year 1984 and
$2.2 billion over the period.

This estimate was prepared by the Social
Security Administration.

LONG-TERpj FINANcING

This section of the bill reduces initial
benefit levels beginning in the year 2000.
There are no effects resulting from these
provisions in the 1983 to 1988 period. In ad.
dition, the retirement age will be gradually

S 3029
raised from 65 to 66 beginning in the year
2000.

MI5cELLANE0IJ5 PROvIsIONs

These provisions are aimed mostly at work
incentives for the elderly, and at insuring
the financial soundness of the trust funth.
The provisions would eliminate the retire-
ment test for workers over the age of 65 be-
ginning in 1990. This test reduces retire-
ment benefits by $1 for each $2 in earnings
over a given amount ($6,600 in 1983). A de-
layed retirement credit of 8 percent would
also be phased in. This credit would increase
from 3 percent the added benefit amount
paid to a retiree for each year a worker de-
cides to retire after age 65.

Another section of the bill would require
Congress to act if the balances in the trust
funds fall below 20 percent of a year's out-
lays. If Congress does not, and interfund
borrowing (also provided for in the bill)
does not achieve this result in each fund,
then the cost-of-living adjustments would be
altered until the funds recover. The cost-of-
living adjustment would be reduced first for
those with higher benefits, but those with
lower benefits would also ultimately be re-
duced, if necessary. This cost estimate does
not assume any further cost-of-living ad just-
ment reduction beyond the six month delay
discussed above.
sUppLEMENTAL sEcURITy INcoME PROvIsIONs
This title of the bill raises SSI benefits

and makes other minor changes In SSI and
AFDC. Together these changes are estimat-
ed to add $728 million to federal outlays in
fiscal year 1985.

Beginning July 1, 1983, SSI benefits would
be Increased by $20 a month for Individuals
living in their own household and by $30 a
month for couples. These increased benefits
would more than offset the effect on SSI re-
cipients of the COLA delay. The largest
part of the added cost comes from the bene-
fit increase for current SSI beneficiaries. In
addition, CBO estimates that about 125,000
persons would become new beneficiaries of
SSI. Most would be newly eligible for SSI as
a result of the increased Income limits. For
these persons, CBO has assumed a partici-
pation rate of 25 percent (that is, of all the
newly eligible, 25 percent would actually
participate in SSI). Some of the other new
beneficiaries would be persons Previously
eligible who would now choose to partici-
pate as a result of the increased benefit
levels. There are also an estimated 65.000
persons who were receiving SSI state sup-
plements only who would now become eligi-
ble for a small federal SSI payment.

Partially offsetting the costs in SSI from
these benefit Increases is a savings in the
food stamp program as incomes of SSI
beneficiaries rise. There are also added costs
in Medicaid for those new SSI beneficiaries
who also become newly eligible for Medic-
aid.

This title would also enable temporary
residents of emergency public shelters to re-
ceive SSI for three months in any twelve-
month period. This provision is estimated to
cost $1 million in fiscal year 1983 and $3
million a year thereafter. In addition, Title
IV would disregard in the determination of
benefits any in-kind assistance based on
need received by SSI and AFDC benefici-
aries. This provision, which is effective only
through September 30, 1984, is estimated to
cost less than $500,000 a year in SSI and $1
million in 1983 and $2 million in 1984 in
AFDC.

The bill also apparently includes a provi-
sion that would require the Social Security
Administration to send notices to Social Se-
curity beneficiaries informing them of their
potential eligibility for SSI and urging them
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to contact a local office if they think they
would be eligible. No language is available
for this provision and the extent of the no-
tices could vary considerably. Hence, there
is no cost estimate for the provision. Howev-
er, costs under even a fairly limited provi-
sion could be significant, perhaps around
$50 million. Not only would there be added
administrative costs but it would be reason-
able to assume that around 5 percent of
those receiving a notice who are eligible for
SSI would apply for SSI benefits.

UNEMPLOYMENT COMPENSATION PROVIsIONs

Federal supplemental compensation
This section of the bill would extend for

six months the federal supplemental com-
pensation program (FSC) now scheduled to
terminate March 31, 1983. It would provide
up to 14 weeks of additional unemployment
compensation benefits f or individuals ex-
hausting regular or extended unemploy-
ment compensation benefits f or individuals
exhausting regular or extended unemploy-
ment benefits after March 31, the maximum
number of weeks provided varying with a
state's Insured unemployment rate (mR.
In addition, it would provide those persons
who have exhausted their FSC entitlement
before March 31 with up to 8 additional
weeks of benefits, the maximum number of
weeks again varying with a state's ItTR.
Also, it would allow those persons who have
benefit entitlements remaining on Septem-
ber 30, 1983 to receive up to one-half the
balance of those entitlements.

The estimate of the fiscal impact of this
section of the bill is based upon estimates of
the states' IURs and weeks compensated,
and the determination of whether a state
will be paying extended benefits which un-
derlies the CBO baseline. It is assumed that
the national seasonally adjusted IIJR will be
4.4 percent f or both quarters of the exten-
sion. Furthermore, it is assumed that 45 per-
cent of those claimants In the current law
FSC program would exhaust and collect
added weeks of benefits during the exten-
sion. This point estimate is based upon the
experience of exhaustees of the federal sup-
plemental benefits program of 1975 to 1978.

CBO estimates that any FSC extension re-
sults in a reduction in. AFDC and Food
Stamp outlays as individuals who exhaust
unemployment benefits and would other-
wise draw benefits from these means-tested
programs continue to draw jobless pay-
ments. It is estimated that the extension
through September 1983 will cause AFDC
and food stamp expenditures to drop by
$142 million. In addition. CBO estimated
that the six-month FSC extension will cause
income tax revenues to Increase in fiscal
year 1984 by $142 million.

Loan reform
This bill contains a provision relating to

limiting the federal tax credit reduction and
to paying interest on federal unemployment
compensation loans to states. CBO has pro-
vided no estimates of the fiscal impact of
these provisions.

MEDICARE HOsPiTAl. INSURANCE PROVIsIONs

Conforming changes in medicare premiums
The bill would postpone from July .1 to

January 1 of the following year increases in
Medicare premiums. Current premium
amounts would apply during the interim.
Future premiums (and the general revenue
contribution to SMI) would be calculated on
the basis of estimated incurred costs f or the
calendar year during which the premium
would apply. Consonant with the changes
made by TEFRA a year ago, SMI premiums
would be set at 25 percent of cost per aged
enrollee in calendar years 1984 and 1985,
but would be limited in subsequent years by

the cost-of-living increase in social security
benefits in the previous January.

The estimated costs of this provision are
the difference between projections of
income from premiums under current law
and under the amendment. Premium
income under the amendment is the product
of monthly enrollment projections and
monthly premium amounts computed on
the basis of projected incurred costs by cal-
endar year.

GeneraL The bill would provide f or reim-
bursing most hospitals f or inpatient services
provided to Medicare enrollees on the basis
of payment amounts, varying by diagnosis,
fixed in advance of the period in which they
would apply. The provision would be effec-
tive with hospital cost-reporting periods be-
ginning on or after October 1, 1983. With
the exceptions discussed below f or the first
two cost-reporting periods affected, the pay
ment rates would be set to assure that total
Medicare payments f or inpatient hospital
services in affected hospitals would be nei-
ther greater nor less than under current
law. If implemented faithfully, the provi-
sion would have no budgetary Impact in
fiscal years 1984 and 1985. In subsequent
fiscal years, however, the Secretary of
Health and Human Services, advised by a
panel of experts, would have nearly unlimit-
ed discretion in setting payment rates.
Given that discretion, CBO is unable to de-
termine whether the prospective payment
provision would result in federal costs or
savings after fiscal year 1985.

The proposed mandatory Social Security
coverage of employees of non-profit organi-
zations could raise labor costs f or some hos-
pitals Under the bill, Medicare's share of
any such costs would be additional costs to
the Medicare program. CBO is unable to es-
tirnate those costs at this time.

Change in State Waiver Requirement. The
bill would phase out the requirement that
the rate of increase in Medicare hospital
costs in states currently reimbursing hospi-
tals under demonstration agreements en-
tered into after August 1982 be less than
the national rate of increase in those costs.
The provision would affect only Massachu-
setts and New York, both of which operate
hospital rate-setting programs that have f or
several years held their hospital cost in-
creases well below the national average. If
those states were to continue to be as suc-
cessful as they have been, the provision
would have no budgetary impact. On the
other hand, the provision would allow larger
cost increases than current law. LI Medicare
hospital costs were to rise one percentage
point faster under the provision, federal
spending would increase by about $50 mil-
lion in 1984.

ESTIMATED COST TO STATE AND LOCAL
GOVERNMENTS

A number of the provisions of this bill
would affect budgets of state and local gov-
ernments. Their estimated net impact on
categories of state and local expenditures is
shown in the table below.

March 16, 1983
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The provision speeding up FICA deposits
would require state and local governments
to forward their FICA deposits about one
month earlier. In the first fiscal year follow-
ing enactment. states would show highcr
budgetary outlays for their (the employers')
share of the FICA deposits which is one-
half of the total savings shown f or the fed-
eral government. In addition, state and local
governments would lose small amounts of
interest they would otherwise have earned
on the balanëes over a one month period.

The changes in SSI would increase state
and local government costs. Virtually all
states supplement federal SSI benefits. The
$20 benefit increase would raise state costs
unless states were to lower their state sup-
plement benefit levels. Typically, lowering
of benefit levels requires action by state leg-
islatures. The CBO cost estimate assumes
that current state supplement levels remain
in effect. Consequently, it represents a
maximum cost to state and local govern-
ments.

The CBO cost estimate f or the $20 benefit
increase incorporates added costs to states
and localities f or current state supplement
only beneficiaries, f or new state supplement
beneficiaries as a result of the new federal
beneficiaries (about one-third of federal SSI
beneficiaries receive state supplements), and
for new state supplement only beneficiaries
who are newly eligible. Costs of this provi-
sion are estimated to total $124 mililon in
fiscal year 1985.

In addition to the effect of the $20 benefit
Increase, SSI state supplement costs would
be increased by the COLA delays in SSI and
OASDI. When COLAs are made, state sup-
plement costs decline slightly because f or
state supplement only beneficiaries OASDI
increases are larger than SSI increases. The
costs of the COLA delays are estimated to
total about $6 million a year.

The CBO cost estimate does not include
any cost effect of the altered "pass-
through" requirements of section 402. Cur-
rent law requires states to pass through to
SSI beneficiaries federal benefit increases
unless state payment levels are above their
December 1976 levels or unless aggregate
state SSI supplement expenditures in the 12
months following a federal payment level
increase exceed aggregate state expendi-
tures in the 12 months prior to the federal
change. This provision would require states
to pass through the dollar amount of the
COLA that would have occurred n July
1983 under current law and also all future
federal benefit increases, even If state pay-
ment levels are above the December 1976
levels. Hence. in future years the provision
would limit the flexibility of states to
reduce supplement levels when federal 551
benefits increase, raising costs f or some
states. However, f or other states—those
with payment levels equal to their Decem-
ber 1976 levels—this provision would result
in potential savings because they could pass
through the July 1983 cost-of .living adjust-
ment amount (roughly $11) rather than the
full $20 benefit Increase.

Expenditures of state and local govern-
ments would also rise because of higher
Medicaid costs occasioned by the SSI bene-
fit Lnci-ease and the Medicare premium
delay discussed earlier. The state and local
government financing share of Medicaid
averages about 46 percent.

The increased federal supplemental com-
pensation benefits for the unemployed
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TABLE 4.—ESTIMATED COST TO STATE AND LOCAL

GOVERNMENTS

pn milFrons of dollars)

1983 1984 1985 1986 1981 1988

payroll costs 291 159 446

Speedup of FICA deposits 800 105 13 57 105

SSI State supplements 35 120 130 125 125 130

Medicaid —.8 26 49 60 60 60

AFDC -29 1

General assistance — 3

Total —15 1.238 443 258 242 741

Note—Oasis of estimate: The acceleration of FICA rate increases would add

to State ad tocal government payroll costs. Currently, about 10 percent of
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would lower state nd local government ex
penditures in two ways. First, AFDC outlays
would decline in fiscal year 1983. The state
share of such outlays averages 46 percent.
Second, outlays for state and local general
assistance (GA) programs would also de-
cline. GA programs are fully funded by
state and local governments and are means-
tested, typicaUy serving those ineligible for
AFDC and SSI. There are no reliable statis-
tics on which to base an estimate of savings
in GA. However, a rough estimate of the es-
timated effect in Michigan provided by
Michigan analysts wa used to estimate na-
tional effects. Michigan aecounts for about
1 percent of GA expenditures nationwide.

Estimate comparison: None.
Previous CBO estimate: None.
Estimate prepared by Stephen Chaikind,

M1c&m Curtis, Richard Hendrix, John
Navratfl, Janice Pekin, Roger Hitchner,
Kathleen Shepherd, James Nason.

Estimate approved by C. G. Nuckols (for
James L. Blum, Assistant Director for
Budget Analysis).
(Sideby-side comparison of present law and

proposed changes in 5. 1, as amended by
the Finance Committee.]

Txm I OF THE BILL
a. PROV!SIOWS RELATED TO OLD-AGE, sURVIVORS

AND DISABILITY INSURANCE

Coverage of newly hired federal employees
(Section 101 of the Biil)

Present law
Approxinately 81 percent of the Nation's

woiters are covered by social security. Fed-
era civilian employees are the only major
group excluded from coverage under the
social secuilty (OASDI) system. Those ex-
chided (93 percent, or about 2.8 million out
of 2.8 mIllion employees) are generally cov-
ered by a FederI staff retirement system,
engages in temporary employment, or are
members of Congress. (Beginning in 1983,
nearly all Federal employees are covered
uMer Medicare.)

Committee amendment
The Committee amendment would, effec.

tve January 1, 1984. extend social security
coverage to all Federal civilian employees
hired after 1983 (unless their break in Fed-
eral service has been one year or less), and
to all current members of Congress, the
President, Vice President, the Social Secu-
rity Commissioner, nd to current Congres-
sional staff not already covered under a
Federal staff retirement system.

This amendment is similar to the recom-
mendation of the National Commission on
Social Security Reform to extend coverage
to all Federal employees hired after 1983,

The Committee amendment also states
that 'Nothing in this Act shall reduce the
accrued entitlement to future benefits
under the Federal retirement system of cur-
rent and retired Federal employees and
their Lamiies."

Effectvedate.—January 1. 1984.

REVENUE CAIN

[in bI is, Ca edar years

1934 1985 18 l97 q I99 1983—

89

Shc $e.2 $O I I.8 $2.4 $93
02 ccen c lxae py'ofl

Coverage of io Vroft einplecs
Section 102 of the Bill)

Present law

Wor performed or a nonprofit tax-
exempt organization (specified in section
5O13 f the thterna Revenue Code of
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1954) is excluded for social security coverage
unless the organization files a certificate
with the Internal Revenue Service waiving
its exemption from social security taxes.
Nonprofit organizations may terminate cov-
erage upon giving 2 years advance notice,
providing coverage has been ifl effect for 8
years or more. Once coverage has been ter-
minated, the organization cannot again
cover its employees. About 4.3 million em-
ployees of nonprofit organizations (about 80
percent) are covered.

Committee amendment
The Committee amendment would extend

social security coverage on a mandatory
basis to all employees .of nonprofit organiza-
tions.

This amendment is the same as the rec-
ommendation of the National Commission
on Social Security Reform.
Effective dctte.—January 1. 1984.

OASDI REVENUE GAIN

[In bilbons, calendar years]

1984 1985 1986 1987 1988 1989
1983—

89

Sbort-range $1.3 $1.5 $1.8 S2.1 $2.6 $3.1 $12.5
thng-rane: .10 peceit ol taxaIe payrolL

Prohibit witidrawal of State and local
employees

(Section 103 of the Bill)
Present law

Employees of State and local governments
may be covered under social security at the
option of the State and in agreement with
the Secretary of Health and Human Serv-
ices. Coverage may be terminated if the
State gives 2 years written notice of such
intent, provided that the State or local
group has been covered for at least 5 years.
Once coverage s terminated, the group can
never again be covered under social security.

Committee Amendment
The Committee amendment would prohib-

it State and local governments from term!-
nating coverage for their employees. Pend-
ing terminations would be invalid, effective
on enactment. In addition, The amendment
would provide an opportunity for State and
local governments which have withdrawn
from the social security system to voluntar-
ily rejoin. Once having rejoined, the govern-
mental entity would be precluded from ter-
minating coverage.

This amentiment is similar to the recom-
mendation of National Commission on
Social Security Reform.

Effective date—On enactment.

OASDI REVENUE GAIN

n blIons, ca'endar yearsl

1984 1985 1986 19B7 1988 1989
1983—

89

Sirt.range $0.1 $0.2 $0.4 SO.6 $O.B $1.1 $3.2
Long-range. .C6 zrcen o taabIe payr&I,

Excusiorx from social coverage for services
performed by members of certain religious
sects sec. 104 of the bill and sec. 121 of the
Code)

Present law
Ir general. social' security (FICA tax is

inipced on every individual who receives
wages with respect to employment. In addi-
tion. social security tax is imposed on em-
ployers who pay wages with respect to em-
pkyment. T1ere s no exemption, under
present law, or employers or employees
who are members of religious sects that
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oppose the social security system. However.
present law does provide an exemption from
self-employment tax (SECA) for members
of religious sects that are conscientiousiy
opposed to the acceptance of private or
public insurance and which make provision
for the care of their dependent members.

Reason for change
The committee believes that employers

and employees who are members of the
Amish sect, or other religious sects that
oppose participation In the social security
system, should be treated the same as self-
employed members of those sects. That is
neither Amish employers nor Amish em-
ployees should be required to pay social se-
curity taxes. This provision is necessary be-
cause, due to economic conditions, many
Amish members cannot afford their own
farms, but, rather, must work for other
Amish farmers.

Explanation of provision
The provision wiU exempt from social se-

curity tax wages paid by individuals who are
exempt from self-employment taxes because
of their religious beliefs to individuals who
are members of religious sects that consci-
entiously oppose the acceptance of private
or public insurance and which make provi-
sions for the care of their dependent mem-
bers. This exemption applies both to the
employer and employee portion of social se-
curity tax.

The exemption applies only in the case of
religious sects that have been In existence at
all times since December 31, 1950.

Effective date
The provision applies to remuneration

paid after December 31, 1983.
Delay cost-of-living adjustment to a

calendar year basis
(Section 111 of the BiU)

Present law

The automatic cost-of-living adjustment
(COLA) of social security benefits is applica-
ble to June benefits (payable early in July).
The amount of the inerease is equal to per-
centage by which the Consumer Price Index
(thr Urban Wage Earners and Clerical
Workers, CPI—W) for the first quarter o
the calendar year ha increased over the
CPI for the first quarter of the previous cal-
endar year. No COLA is paid unless the in-
crease in the CPI is at least 3 percent. By
law, cost-of-living adjustments in the SSI
program are made at the same time, arid in
the same amount as the social security cost-
of-living adjustment.

Committee amendment
The Committee amendment would shift

the automatic cost-of-living adjustment of
social security benefits to a calendar year
basis. Beginning in 1983, the COLA for
OASDI benefits would be applied to the De-
cember benefit, which is payable at the be-
ginning of January. For 1983, the COLA
would be calculated as under current law
(i.e., the change in the CPI for the first
quarter of 1983 over the CPI for the first
quarter of 1982). BeginnIng with the COLA
for 1984, the adjustment would be computed
by comparing the increase in the CPI for
the third quarter of a year over the CPI for
the third quarter of the previous year. This
would ensure that the lag between the end
of the period over which the COLA is meas-
ured and the time the COLA is actually ap-
plied to benefits remains 3 months. This is
the same proposa' recommended by the Na-
tional Commission on Social Security
Reform.

In addition, the Committee amendment
would, for 1983 only, provide the COLA
even if It is less than 3 percent. The SMI



S 3032
(Supplemental Medical Insurance) premium
increase would also be shifted to a calendar
year basis.

Under the Committee amendment, the
SSI COLA would also be shifted to a calen-
dar year basis and would be measured in the
same way as for OASDI purposes.

Effective date. For cost-of-living adjust-
ment otherwise payable in July 1983 checks.

OASDi SAVINGS

(in biUonS, calendar years]

1983 19R4 19R5 1986 1987 1988 1989
1983—

Short range $3.2 $5.2 $5.4 $5.5 6.2 $6.7

Long range 30 percent of taxable payroll.

$7.3 $39.4

SST COSTS (CBO ESTIMATES)

[In milUons, fiscal yeasj

1983 1984 1985 1986 1987 1988

Costs —$100 —$130 —$170 —$170 —$175 —$210

Eliminate "windfall" bcnefits
(Section 112 of the Bill)

Present law
Social security benefits for workers with

low average earnings are a relatively high
proportion (up to 90 percent) of their aver-
age earnings under social security. No dis-
tinction is currently made between persons
who have a lifetime of low earnings and
those who have low average earnings only
because they worked few years in covered
employment (possibly at high wages) and
many years in employment not covered by
social security. Both groups receive the
heavily weighted social security benefit in-
tended for the first group. The heavily
weighted benefit paid to the second group is
often referred to as a "windfall".

The present law benefit formula for per-
sons who reach age 62 or who become dis-
abled before age 62 in 1983 is: 90 percent of
the first $254 of average indexed monthly
eaxnings in covered employment (AIME),
plus 32 percent of AIME over $254 and up
to $1,528, plus 15 percent of AIME in excess
of $1,528.

Committee amendment
The Committee amendment would reduce

(but not eliminate) social security benefits
for retired and disabled workers who first
become eligible for a pension based on non-
covered employment after 1983. For such
workers who do not have a long record of
substantial work under social security, the
heavily weighted 90 percent factor in the
benefit formula would be replaced by a
factor of 32 percent, phased in over a five
year period as follows:

Benefit factor
Year of first eligibility under

OASDI: Percent
1984 78.4
1985 66.8
1986 55.2
1987 43.6
1988 and after 32.0
To moderate the impact of this provision

on people with small pensions from non-cov-
ered employment, social security benefits
could in no case be reduced by more than
one-third of the portion of the workers pen-
sion based on service which was non-covered
employment. The offset would not. apply to
persons with pensions based on one year or
less of non-covered employment.

In addition, the Committee amendment
exempts from any reduction under this pro-

vision those individuals who have a long his-
tory of substantial work under the 8Ocial se-
curity program. People who have thirty or
more years of covered employment in which
they paid social security taxes on at least 25
percent of the maximum taxable earnings
would have their benefits computed under
the regular provisions without any reduc-
tion under the windfall provision. People
with less than 30 but more than 24 years of
substantial social security employment
would have the windfall reduction applied
on a phased in basis under which the first
factor in the benefit formula would be re-
duced by 10 percentage points for each year
below thirty years of covered employment.
This would not reduce benefits by more
than the regular windfall provision howev-
er. (A year of substantial employment is a
year in which covered earnings were at least
25 percent of the wage base. For years after
1977, the base used would be the 1977 base
with adjustments for increased earnings
after that date.)

Survivor benefits would not be affected by
this provision.

The National Commission on Social Secu-
rity Reform recommended modifying the
social security benefit formula so as to elim-
inate windfall benefits received by workers
who in the future receive social security as
well as pensions from non-covered employ-
ment. (No specific formula was recommend-
ed.)

Effective date.—January 1, 1984, for re-
tired or disabled workers who first become
eligible for a non-covered pension after
1983.

OASDI SAVINGS

[In biUions, calendar years

1984 1985 1986 1987 1988 1989
1984—.

Shwl raflge
Long range .05 percent

01 taxab!e payroLL

(') (1) () (') $0.1 $0.1 $0.3

less than $50 mWon

Benefits for divorced or disabled widowers
or widows who remarry
(Section 113 of the Bill)

Presnt law
Current law permits the continuation of

benefits for widows and widowers who re-
marry after 60, the age of first eligibility for
benefits. If the widow(er) marries after age
60, he or she receives the bejief its to which
•he or she is entitled as a wage earner,
widow(er) or spouse, whichever is larger.
However, benefits for disabled widow(er)s
and disabled surviving divorced spouses
(payable from age 50 to 60) and for surviv-
Ing divorced spouses (payable at age 60) are
terminated if the individual remarries.

Committee amendment
The Committee amendment would pro-

vide that benefits continue to be paid to cer-
tain beneficiaries upon remarriage if that
marriage takes place after the age of first
eligibility. Benefits would be payable to: dis-
.abled widow(er)s and disabled surviving di-
vorced spouses who remarry after age 50,
and surviving divorced spouses who remarry
after 60. No change would be made in the
current dual entitlement provision of the
la which allows only the htghest bnf it to
which an individual is eligible to be drawn.
This is comparable to the present law treat-
ment of widows and widowers.

This amendment is the same as the rec-
ommendation of the National Commission
on Social Security Reform.

Effective date.—For benefits payable for
months after December 1983.
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Un blons. ca!endr ycarsj

984—
984 985 1986 1987 19RR 1989

89

Sh,t range (I) (t) () (') (I)
Long range negIigibe.

Chanues in indexing for deferred survivor
benefits

(Section 114 of the Bill)
Present law

Survivor benefits (for widows, widowers,
and surviving children) are based on the de-
ceased worker's earnings in covered employ-
ment. Such earnings are indexed to reflect
economy-wide wage increases through the
second year berore the death of the worker.
Beginning with the year of death, benefit
levels are indexed to price changes.

Should the worker die long before the
spouse is eligible for benefits, the benefit to
which the widowed spouse ultimately be-
comes eligible (in old-age or at disability) is
based on outdated wages. Thus, women who
become widowed at a relatively young age,
but do not become eligible for benefits for
many years, are deprived of their husband's
unrealized earnings as well as the economy-
wide wage increases that may have occurred
since the death of their husbands.

Committee amendment
The Committee amendment would pro-

vide that deferred widow and widower bene-
fits would continue to be based on earnings
indexed to wages as under present law, how-
ever, this wage indexing would continue
after the death of the worker. This is the
same as the recommendation of the Nation-
al Commission on Social Security Reform.
In addition, the Committee amendment
would bpecify that such wage indexing
would apply through the year the worker
would have reached age 60, or two years
before the survivor becomes eligible for
aged or disabled widow's benefits, whichever
is earlier. In no case would benefits be lower
than under present law.

Effective date.—For persons becoming eli-
gible for survivors benefits after December
31, 1984.

OASDI COST

1984 1985 19R6 19R7 198R 1989
1984-

Short range

Long range - .05
percent of taxab'e
payro'l.

(') (I) (I) (} () (')

lndcpcidcnt 'iigibiUty for divorced spouse.
(Section 115 of the Bill)

Present law
A divorced spouse, eligible for benefits at

age 62, may not begin to draw social security
benefits until the worker begins to draw
benefits, For some divorced women. this
means that thy may have to wait several
years beyond theft own retirement age
(either bE'aus€ their ex-spouse delays re-
tirement or otierwise fails to apply for
benefits) before they can begin to draw
benefits.

Cornmitee amendment
The Committee amendment wou'd allow

dWorced spouses (who have been divorced
for a significant period) to draw benefits at
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age 62 f the former spouse has claimed
these benefits or has had them suspended
because of substantAal employment. This is
he same as the recommendation of the Na-
tional Commission on Social Security
Reform. In addition, the Committee amend.
ment would specify that the proposal would
only apply to spouses who have been di-
vorced for at least two rears.

Effective date—For benefits payab'e for
months after December 1983.

OASDI COST

E'n bcii, ca!ndaf yarsI

1994 1985 1986 1987 1988 989

St raiga () (')
long range: — .O pvont ci txab payra.

() (') () —Oi

.ess than $50 nin

1ncreae benefits for disabled widows and
widowers

(Section 116 of the Bill)
Present law

Social Security benefits for widows and
widowers are first payable at age 60. Bene-
fits are payable in full (i.e., 100 percent of
the worker's primary insurance amount) at
age 65, and at reduced rates at ages 60-64
(i.e., phasing up from 71.5 percent of the
primary insurance amount at age 60). Bene-
fits Jso payable at reduced rates to disabled
widows and widowers aged 50-59 (i.e., phas-
thg up from 50 percent of the primary insur-
ance amount at age 50).

Committee amendment
The Committee amendment would in-

crease benefits for disabled widow(er)s age
50-59 to 71.5 percent of the primary insur-
ance amount, the amount to which
widow(er)s are entiUed at age 60. The pro-
posal would be applicable to new benefici.
aries and to those on the rolls on the effec-
tive date of the provision. This is the same
as the ecommendatjon of the National
Commission on Social Security Reform.

Effective date.—For benefits payable for
months after December 1983.

OASDI COST

(In bi1iis, catenda, yes]

1984 1995 1986 9B7 988 1989
1984—

Short range —S0.2
long range — 01

—$0.2
t 01 ta

—$0.2 —S0.2
payioi

—$03 — $0.3 —$i.

Adjust ,nnt of cost-of-living increase when
trust fund ratio falls below 20 percent

(Section 117 of the Bill)
Present law

The automatic cost-of-living adjustment
(COLA) in social security benefits s applica-
ble to the June benefit, which is payable at
the beginning of July. and is based on the
increase in the Consumer Price Index.
When Increases in prices outrun increases in
wages, income to he trust !unds falls
bthind outgo, and cash flow probleims may
result. There is o mechanism under cur-
rent aw to adjust trust fund outlays and
revenues to take account of such adverse
economic fluctuations.

Committee amendment
The Committee amendment would modify

the cost-of-living adjustment formula
during periods when trust fund reserves are
low in order to etp stai1ize reserves. Spe-
cifically, f the OASDI trust fund ratio (re-
serves as a percentage of outgo) as of the
beginning of a year is 'ess than 20 percent.

the adjustment of OASDI benefits Would be
based on the lower of the increase in the
CPI or average wages. SubsequenUy, When
the balance in the trust funds has risen to
at Jleast 32 percent of estimated annual out-
lays, catch-up" benefit payments would be
made during the following year, but only to
the extent that sufficient funds are availa-
ble over those needed to maintain a fund
ratio of 32 gercent. Catch-up payments
would supplement monthly benefits other-
wise payable to make up for any COLA
aosses that result from basing the adjust-
ment on wages rather than prices. This
would not apply to the COLA for the Sup-
plemental Security Income (SSI) program.
This s the same as the recommendation of
the National Commission on Social Security
Reform.

Effective date—This provision would first
be applicable in a988.

Cost/savings.—This proposal is estimated
to have no impact on the trust funds under
1983 Trustees fl-B assumptions.

Increase delayed retirement credit
(Section 118 of the Bill)

Present law
A worker who delays retirement beyond

age 65 (i.e.. does not actually receive social
security beneffts) is eligible for a delayed re-
tirement Credit (DRC). The worker's benefit
is increased for each month after age 65 and
prior to age 72 for which benefits are not
paid, either because of earnings or because
the worker does not claim benefits, for
workers eligible for benefits after 1Q78, the
DRC is equal to 3 percent per year (one-
quarter o 1 percent per month).

Committee amendment
The Cominfttee amendnient would gradu-

ally increase, between 1990 and 2010, the de-
layed retirement credit to 8 percent per
year, as recommended by the National Corn-
nission ©n Social Security Reform. (The
amount of credit would relate to year of at-
tainment of ge 65.) Beginning in 1990 the
DRC would be increased by 1/4 percent
each subsequent year until reaching 8 per-
Cent In 2010.

OASSDI cost:—iU0 percent of taxable pay-
roll.

Increase in retirement age
(Section 119 of the Bill)

Present law
Unreduced -etirernexit benefits are availa-

ble to workers, spouses, and Widows and wid-
owers at age 65. Actuarially reduced bene-
fits are available at age 62 for workers and
spouses and at age 60 for widows and widow-
ers.

Committee amendment
The Committee amendment would gradu-

ally raise the age at which full social secu-
rity benefits are payable from 65 to 66, be-
ginning with those who attain age 62 in
2000. Under this provision, the normal re-
tirement age would be increased one month
per year, reaching 66 for those attaining 62
in the year 2012 or later. Early-retirement
benefits would continue to be available be-
ginning at age 62 for workers and spouses
and at age 60 for widows and widowers, but
the actuarial reduction factors would be
larger. The minimum age for eligibility for
medicare benefits would continue to be tied
to the age at which unieduced retirement
benefits are first available.

The majority of th members of the Na-
tional Commission on Social Security
Reform made this recommendation. In addi-
tion, they recommended indexing the retire-
ment age4o changes in longevity, beginning
in 2012.

Effective dae.—For people attaining 62 in
2000.
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OASD! savings: 0.40 percent of taxable

payroll.
Long-range benefit change
(Section 120 of the Bill)

Present law
In computing social security benefits, a

worker's earnings under social security are
averaged and a benefit formula is applied to
those average indexed monthly earnings
(AIME) to arrive at the initial basic benefit
amount called the primary insurance
amount (PIA). The PIA is the amount a
worker is eligible to receive at 65. Depend-
ents' and survivors' benefits are based on
the worker's PIA.

The formula for a worker who becomes
eligiWe for benefits in 1983 is: 90 percent of
the first $254 of AJME, plus 32 percent of
the AIME from $254 through $1,528. plus 15
percent of the AIME over $1,528.

The two dollar figures in the formula,
$254 and $1,528, are raised (indexed) each
year to reflect increases in average wages in
the economy. Thus, a new formula is cre-
ated each year for the new group of workers
becoming eligible for benefits in that year.

This system was adopted by the 1977
Social Security Amendments. The annual
adjustment of the dollar amounts in the
benefit formula, the bend points, by the full
amount of the increase in average wages
leads to higher initial benefits over time and
to replacement rates—the percentage of a
worker's prior earnings that are replaced by
his social security benefit—that remain at
approximately the same level.

Committee amendment
For people first becoming eligible for

benefits in 2000. the Committee amendment
would reduce initial benefit levels by 5.3
percent by decrea.sing the percentage fac-
tors in the benefit formula by two-thirds of
one percent each year for 8 years. This
would have the effect of reducing the ulti-
mate replacement rate by 5 percent.

Effective date—For people first becoming
eligible for retirement or disability in 2000.

OASDJ savings: 043 percent of taxable
payroll.

Elimination of retirement earnings test
(Section 121 of the Bill)

Present law
Social security beneficiaries under age 70

who work and have earnings are subject to a,
one dollar reduction in benefits for every
two dollars of earnings, when their earnings
exceed certain exempt amounts. For 1983.
the annual exempt amount is $6600 for
people age 65 and older.

Committee amendment
The Committee amendment would gradu-

ally phase out, between 1990 and i 994, the
retirement earnings test for people 65 and
older. The exempt amount of earnings
would be increased by $3,000 in 1900 and in
each of the next four years, with the earn-
ings test (for people 65 and older) complete-
ly eliminated in 1995.

Effective date—The provision would be
phased in between 1990 and 1994.

OASD! cost.—This amendment is estimat-
ed to cost 0.05 percent of taxable payroll in
the Long-range.

Child-care drop out years
(Section 122 of the Bill)

Present law
In computing a worker's covered earnings

history under social security (upon which
his and his family's benefits are based), up
to five years in which earnings are lowest
are dropped.
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Committee amendment

The Committee amendment would allow
up to two additional years to be dropped for
persons who leave the workforce to care for
a child under 3 in the home. To qualify for
a child-care drop year, the worker can have
no earnings at all during the year.

Effective date.—For persons first eligible
for benefits after 1983.

OASDI COST

[In bIIions, catendar yeMS]

1984 1985 1986 1981 1988 1989

Shoit.ange C') —$0.1 -—$0.1 —$0.2 — $0.4 —$0.5 —$1.3
Long raflge

.04 percent
o taxab'e
payroll.

Less than $50 nIIan.

Prisoners benefits
(Section 123 of the Bill)

Present law
Persons imprisoned for the conviction of a

felony may not receive student benefits
(which are being phased out anyway), and
are not eligibility for disability benefits
unless they are participating in a court-ap-
proved rehabilitation program. (Dependents
benefits are not affected.) Also, impair-
ments resulting from the commission of a
crime cannot be the basis for disability
benefits and impairments occurring during
imprisonment cannot be the basis for dis-
ability benefits during the period of Impris-
onnient.

Presently, benefits may continue to be
paid to incarcerated felons who are either
retired Workers, widow or widower benefici-
aries, spouses of retired or disabled workers,
and to those DI beneficiaries in a court-ap-
proved rehabilitation program.

Committee amendment
The Comnittee amendment would expand

present law to eliminate all benefits to
felons during their period of incarceration.
Benefits of dependents and survivors of in-
carcerated felons would not be affected.

Effective date.—Applicable to benefits
paid for the month after enactment.

OASDI Cost: Negligible.
Eliminate benefits to aliens

(Section 124 of the Bill)
Present law

There are no citizenship or residence re-
quirements for receiving social security cash
benefits (OASDI). Any alien in the U.S.—
whether legally or illegally, or as a perma-
nent or temporary resident—is eligible for
benefits provided he has engaged in covered
employment and otherwise meets the eligi-
bility requirements. Dependents and survi-
vors are also eligible for benefits regardless
of their immigration status or that of the
insured worker.

About $1 billion is being paid annually to
the 314.000 beneficiaries who reside abroad.
About 70% of these beneficiaries are aliens.

Committee amendment
The Committee amendment provides that,

in the future, benefits would be eliminated
to a1ien workers, their dependents and sur-
vivors who reside abroad. No benefits would
be paid to alien dependents of alien workers
who were acquired (through marriage, birth
or adoption) while outside the United
States. However, benefits would be paid
under the following conditions:

(1) the worker is the citizen of a country
with which the United States has a treaty
or totalization agreement which provides
for reciprocity of social security coverage;
and

(2) benefits would continue until total
benefits paid to the wage earner arid de-
pendents equal taxes paid by the wage
earner.

Effective dates—This amendment would
apply to new eligibles on or after January 1,
1985.

OASDI SAV!NGS

tDoIIars in bIos, catendar years)

1983—
1983 1984 1985 1986 1987 1938 1989

89

Fail-safe provision
(Section 125 of the Bill)

Present aw
Presently, there are no "fail-safe" provi-

sions in the social security system that
ensure benefit payments can be met on an
ongoing basis in the face of adverse econom-
ic conditions. (The Board of Trustees s re-
quired to report immediately to the Con-
gress if any of the trust funds is 'unduly
small".)

Committee amendment
Under the Committee amendment, the

Secretary of Health and Human Services
would be required to make an annual evalu-
ation of the projected balances in the cash
benefits trust funds, taking into account
future cost-of-living increases. If the cash
benefits (OASDI) fund reserves are project-
ed to decline from the start of the next year
to the start of the following year and to
then be less than 20 percent of a year's
benefits, the Secretary would be required to
notify the Congress and if no action is
taken, to scale back the COLA to the extent
necessary to prevent a decline which would
leave the reserves below that level.

Insofar as possible, the limitation on the
COLA would be applied to people whose
benefits are based on a primary benefit level
of more than $250 per month. The determi-
nation as to whether a limitation on the
cost-of-living Increase was necessary would
be made only after taking into account all
other statutory provisions for assuring ade-
quate funds. The Secretary would have to
notify Congress by July 1 of each year in
which he finds that action to limit the next
cost-of-living increase would be required
under this provision. Since cost-of-living in-
creases will be reflected in the January
checks, this would give Congress several
months in which to provide additional fund-
ing or to address the problem in any other
manner the Congress might find to be ap-
propriate.

The Committee views this provision as a
last resort which would come i:to play only
after all other authorities for maintaining
trust fund solvency had been exercised.
Thus, for example, other provisions in this
legislation for such procedures as interfund
borrowing and normalization of tax trans-
fers would be invoked before this provision
would be operative to the extent that such
procedures are authorized by law. Under
current projections such measures should
be sufficient to keep fund balances from de-
clining to dangerous levels. If however, un-
expected adverse situations should develop,
this provision would assure that sufficient
reserves were maintained so that regular,
timely payment of monthly benefit checks
would not be placed in jeopardy

This provision would implement the rec-
ommendation of the National Commission
on Social Security Reform that this social
security financing legislation include provi-
sion for a 'fail-safe' mechanism.

March 16, 1983
Effective dac.—DcterminatiOn-S beginning

July 1. 1984.
OASDI Cosi Impact: This provision is not

expected to be utilized under the 1983
Trustees intermediatc (Il-B) assumptions.

PART C—REvENUE PROvIsIONS

A. Taxation of social security and railroad
retirement benefits (sec. 181 of the bill, ne'
Code secs. 86 and 6050, and Code secs. 86L
871, 1441, and 6103)

Present law
Under present law, social security benefits

are excluded from the gross income of the.
recipient. Their exclusion is based upon a

— series of aduinistrttive rulings issued by the
Internai Revenue Service in 1938 and 1941
(see IT. 3194, 1938-1 C.B. 114, 3229, 1938-2
C.B. 136, and IT. 3447, 1941—1 CD. 191).
Railroad retirenent benefits are excluded
from gross income under the Railroad Re-
tirement Act.

In general, the gross amount of fixed or
determinable annual or periodic income
(which is not effectively connected with a
U.S. trade or business) received by a nonres-
ident alien from U.S. sources Is subject to a
30-percent tax (Code sec. 871); this tax Is
collected by withholding (sec. 1441). A pen-
sion for services performed in the United
States would be U.S.-source income and the
gross amount of a U.S.-source pension is
subject to the 30-percent withholding or a
lower rate if so provided by treaty. The U.S.
Model Income Tax Treaty,. as well as a
number of actual tax treaties to which the
United States is a party, provides reciprocal-
ly that pensions received by a resident of
one country from sources in the other coun-
try are taxable only by the country of resi-
dence. However, the United States has re-
served the right to tax social security bene-
fits in the U.S. Model Income Tax Treaty
and a number of actual tax treaties.

Reasons for change
The Committee believes that the present

poucy of excluding all social security bene-
fits from a recipient's gross income is inap-
propriate. The committee believes, further,
that social security benefits are in the
nature of benefits received under other re-
tirement systems, which are subject to tax-
ation to the extent they exceed a worker's
after-tax contributions and that taxing a
portion of social security benefits will im-
prove tax equity by treating more nearly
equally all forms of retirement and other
income that are designed to replace lost
wages (for example, unemployment compen
sation and sick pay). Furthermore, by
taxing social security benefits and appropri-
ating these revenues to the appropriate
trust funds, the flnanciai solvency of the
social security trust funds will be strength-
ened.

Eecause Tier 1 benefits provided under
the Railroad Retirement Act are largely
equivalent to social security benefits, the
committee believes that corresponding
changes also should be made in the tax
treatment of these benefits. That Is, a por-
tion of railroad retirement benefits also
should be subject to income taxation.

By taxing only a portion of social security
and railroad retirement benefits (that is, up
to one-half of benefits in excess of a certain
base amount), the Committee's bill assures
that lower.inconle individuals, many of
whom rely upon their benefits to afford
basic necessities, will not be taxed on their
benefits. The maximum proportion of bene-
fits taxed is one-half in recognition of the
fact that social security benefits are partial-
ly financed by after-tax employee contribu-
tions. The bills method for taxing benefits
assures that only those taxpayers who have

CONGRESSIONAL RECORD — SENATE

Short range () () C') () (') () (
Lone range .01 percent of taxabte payrolL

SaVInBS of less than $50 ilon.



March 10, 1988
substantial taxable income from other
sources will be taxed on a portion of the
benefits they receive.

Taxation of social security and railroad
retirement benefits

Under the committee's bill, a portion of
social security benefits will be included in
the gross income of recipients whose adjust-
ed gross income exceeds certain levels. (This
provision is not intended to change the tax
treatment of social security benefits paid by
foreign governments; these benefits have
been held by Treasury to be fully mcludible
in gross income (Rev. Rul. 62-1979, 1962-2,
C.B. 20)), The bill defines a social security
benefit" as any amount received by the tax-
payer by reason of entitlement to either (1)
a monthly benefit under title II of the
Social Security Act (Federal Old-Age, Survi-
vors, and Disability Insurance Benefits
(OASDI)), or (2) Tier 1 benefit under the
Railroad Retirement Act of 1974. A Tier 1
benefit generally is a monthly benefit equal
to what an individual would receive if the
formula for computing social security bene-
fits were appled to the individual's history
of covered wages under both the social secu-
rity and railroad retirement systems.

Social Security benefits, to the extent
they are taxable, will be included in the tax-
able income of the person who has the legal
right to receive the benefits. For example.
benefits paid to a child (or on behalf of a
child under section 203(i) of the Social Secu-
rity Act) will be considered to be the child's
and will be added to the child's other
income to determine whether they are tax-
able. The amount of benefits received refers
to benefit payments after reductions under
such provisions as actuarial reductions,
family maximum, and the earnings test, but
includes certain amounts that may be with-
held from benefits. Such as payments of
supplementary medical insurance premi-
ums, where the amounts withheld are for
the purpose of meeting a financial obliga-
tion incurred by the individual entitled to
receive such benefit payments. In addition,
the amount of any social security benefits
received will Include the total amount of the
benefits without any reduction for attor-
ney's fees, if any, paid in order to enable an
individual to receive those benefits. The
committee expects the Secretary of the
Treasury to provide guidance on the extent
to which expenses (such as attorneys' fees)
incurred in perfecting claims to social secu-
rity benefits may be deducted, now that
some of the Social security benefits may be
taxed.

Social security benefits that will be includ-
ed in the gross income of a taxpayer for a
taxable year will be limited to the lesser of
(1) one-half of the social security benefits
received, or (2) one-half of the excess of the
sum of the taxpayer's adjusted gross
income, interest on obligations exempt from
tax, and one-half of the social security bene-
fits received, over the appropriate base
amount. Thus, the maximum proportion of
social security benefits that will be included
in the gross Income of any taxpayer will be
one-half of benefits. This provision does not
affect the exclusion for interest on tax-
exempt obligations. Rather, it mere'y in-
cludes that interest in the base for the pur-
pose of determining the amount of an indi-
vidual's socia' security benefits that will be
taxed.

The base amount is $32,000 in the case of
a married individual filing a joint return;
zero in the case of a married individual
filing a separate return, unless he or she
lived apart from his or her spouse for the
entire taxable year; and $25,000 in the case
of a other Individuals.

The base amount is zero for married indi-
viduals filing separate returns because the

committee believes that the family should
be treated as an integral unit in determining
the amount of social security benefit that is
includible in gross income under this provi-
sion. If the base amount for these individ-
uals were higher, couples who are otherwise
subject to tax on their benefits and whose
incomes are relatively equally divided would
be able to reduce substantially the amount
of benefits subject to tax by filing separate
returns.

For the purpose of determining how much
of a taxpayer's social security benefit will be
included in gross income, a taxpayer will be
permitted to reduce benefits received during
the taxable year by the amount of benefits,
previously received during the current or
any preceding taxable year, that he repays
during the taxable year. This provision is
necessary to prevent a taxpayer from being
subject to taxation on his benefits in those
situations in which a taxpayer must repay a
portion of those benefits because he has
been overpaid previously. A taxpayer will be
permitted an itemized deduction, to the
extent allowed under section 165, for repay-
ments of social security benefits which had
been included in gross income in a previous
year, to the extent that the repayments
exceed social security benefits received by
the taxpayer, and not repaid, during the
taxable year. Alternatively, if such anount
repaid exceeds $3000, the taxpayer has the
option under section 1341 to compute tax
for the taxable year without the deduction
and to subtract from that amount the re-
duction on tax that would have resulted
from excluding the amount repaid from
income for the year of the overpayment.

The committees bill provides an elective,
special rule for taxpayers who receive lump-
sum payments. This rule was determined to
be necessary because in some situations in-
volving lump-sum payments of benefits at-
tributable to prior years, the general income
averaging rules may not provide adequate
relief.

If this special rule is elected, the taxpayer
will determine the tax for the taxable year
of receipt of the lump-sum payment by in-
cluding in gross income for the current year
the sum of the increases in gross income
that result solely from taking into account
the appropriate portions of the lump-sum
payment in the taxable year to which they
are attributable. The committee intends
that when lump-sum payments are made,
the Social Security Administration or Rail-
road Retirement Board will notify the recip-
ients thereof of the taxable years to which
the payments are attributable.

Social security benefits are to be treated
as a pension or annuity and, therefore, not
treated as earned income, for purposes of
the earned income credit, the deduction for
contributions to individual retirement ar-
rangements, the deduction for two-earner
couples, and the foreign earned income ex-
clusion.
Returts relating to social security benefits
Information reporting will be required

with respect to benefit payments. Specifical-
ly, the appropriate Federal official (i.e., the
Secretary of Health and Human Services, in
the case of social security benefits, and the
Railroad Retirement Board, in the case ofrailroad retirement benefits) will be re-
quired to report to the Treasury (1) the ag-
gregate amount of benefits paid with re-
spect to any individual during any calendar
year; (2) the aggregate amount of benefits
repaid by the individual during the calendar
year; and (3) the name and address of the
individual with respect to whom benefits are
paid. In addition, each Individual receiving
social security or railroad retirement bene-
fits will be furnished with a written state-
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ment showing (1) the name of the agency
making the payments, and (2) the aggregate
amount of payments and repayments. This
statement will be due by January 31 ofhe
year following the year in which social secu
rity benefits are paid.

Treatment of nonresident aliens
The committee's bill provides that social

security benefits paid by the United States
are U.S.-source income for purposes of the
Code, including the foreign tax credit. In
addition, one-half of social security benefits
paid to nonresident aliens will be sub3ect to
the general 30-percent tax which Will be col-
lected by withholding. The committees bill
is not intended to override the treatment of
social security benefits provided in existing
income tax treaties to which the United
States is a party.

The. committee's bill permits the Secre-
tary of the Treasury to disclose to the
Social Security Administration or the Rail-
road Retirement Board available return in-
formation from the master files of the In-
ternal Revenue Service with respect to the
address and status of an individual as a non-
resident alien or as a resident or citizen of
the United States. This information, which
may be disclosed upon written request, may
be disclosed to the Social Security Adminis-
tration and the Railroad Retirement Board
only for purposes of carrying out their re-
sponsibilities for withholding taxes from
social security benefits of nonresidezt
aliens. Any return information disclosed
under this provision will be subject to the
present law requirements regarding record-
keeping and safeguarding of return inf or-
mation.

Transfers to trust funds
The committee's bill appropriates to each

payor fund the increase in Federal income
tax liabilities attributable to taxing social
security benefits. This amount is the differ-
ence between total income tax liabilities for
the year and what income tax liabilities
would have been Without the application of
the Code sections which provide for the tax-
ation of benefits. A 'payor fund" is any
trust fund or account from which payments
of social security benefits are made.

The appropriated amounts are to be trans-
ferred from time to time (but no less fre-
quently than quarterly) from the general
fund of the Treasury on the basis of esti-
mates made by the Secretary of the Treas-
ury. Transfers to the payor funds may be
based on the proportion of each type of
benefit as a share of the total benefits po-
tentially includible in gross income under
these provisions. For example, suppose that
after adding OASI benefits, DI benefits and
Tier I railroad retirement benefits the
shares of these in the total are 80 percent,
16 percent, and 4 percent, respectively.
These percentages of the increase in tax li-
abilities described above may then be trans-
ferred to the respective funds.

Any quarterly payment to a payor trust
fund must be made on the first day of the
quarter and must take into account social
security benefits estimated to be received
during the quarter. Proper adjustments areto be made in the amounts subsequently
transferred to the extent that prior esti-
mates were in excess of, or less than, the
amounts required to be transferred. A final
deteminatjon of the amount required to be
transferred for a year may be based on an
estimate derived from the appropriately
weighted sample of individual income tax
returns for that year which is used as the
basis for the Internal Revenue Service's
publication of statistics of income for that
year under Code section 6108. In makIng
these estimates, the Secretary of the Treas-
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ury need not take account of certain provi-
sions of the tax law that might affect an in-
dividual's tax liability (e.g., income averag.
ing, loss carrybacks, etc.) if these provisions
are Judged to have an inconsequential effect
on the estimates.

The Secretary of the Treasury will be re-
quired to submit annual reports to the Con-
gress and to the Secretary of Health and
Human Services and the Railroad Retire-
ment Board concerning (1) the transfers
made during the year, and the methodology
used in determining the amount of the
transfers and the funds or account to which
made, and (2) the anticipated operation of
the transfer mechanism during the next
five years.

Taxation of Tier One railroad retirement
benefits

The Committee's bill provides that rail-
road retirement 'Tier 1" benefits are sub-
ject to taxation to the same extent and in
the same manner as monthly benefits pay-
able under title II of the Social Security
Act. As a result of this change, certain
amounts will be transferred regularly to the
Railroad Retirement Account.

Under the financial interchange between
railroad retirement and social security, how-
ever, the social security trust funds are
placed in the same position they would have
been in if railroad employment were covered
under social security. Therefore, the corn-
jnittee understands that existing law re-
quires that the proceeds of income taxes on
those railroad retirement benefits which are
strictly equivalent to social security benefits
are to be credited to the social security trust
funds through adjustments in the financial
interchange. This will produce exactly the
same result as if the social security system
had paid that portion of the tier I benefits
which are strictly equivalent to social secu-
rity benefits and had received the proceeds
of the income tax on these benefits.

Effective date
In general, the provisions will apply to

benefits received after December 31, 1983, in
taxable years eiiding that date. However,
the provisions will not apply to benefits re-
ceived after December 31, 1983, if the gener-
ally applicable payment date of these bene-
fits was before January 1, 1984.

B. Acceleration of increases in FICA
taxes; 1984 employee tax credit (sec. 132 of
the bill; secs. 3101, 3111, and new sec. 3510
of the code).

Present law
Under present law, several increases in

social security payroll tax (FICA) rates are
already scheduled to take effect between
1985 and 1990, as shown in the following
table:

EMPLOYER-EMPI.OYEE RATE (EACH)

Year OASOI HI OASDI-il

1984

1985
1986
1987
1988
1989
1990

5.4

5.1

5.1
5.1
5.7
5.1

6.2

1.30
1.35
1,45

1.45
1.45
145
145

6.10
7.05
1.15

1.15
1.5
715
1.65

Reasons for change
In conjunction with other changes in the

law which are designed to help insure the
solvency of the OASDI Trust Funds, the
committee has found it necessary to ad-
vance the OASDI increase scheduled for
1985 to 1984 and part of the increase sched-
uled for 1990 to 1988. In order to cushion
the impact on workers of the first change, a
one-time tax credit is provided to employees

Explanation of provision
The bill provides a new schedule of

OASDI rates leaves HI rates unchanged.
The new OASDI rates and combined
OASDHI rates are as follows:

EMPLOYER-EMPLOYEE RATE (EACH)

Year DASDI lB OASD-III

5.10 1.30 100
5.10 1.35 7.05
5.10 L5 115
5.10 1,45 75
6.06 1,45 151
6.06 1.45 1.51

6.20 I.4 1.65

Because railroad retirement (RR) payroll
taxes are linked to the rates for social secu-
rity, the committee's bill also provides siiui-
lar increases in the corresponding railroad
retirement taxes.

The bill provides employees a credit equal
to 0.3 percent of compensation subject to
the FICA and RR taxes and to payments of
amounts equivalent to FICA taxes under
section 218 of the Social Security Act. Be-
cause the credit is to be taken into account
at the time the tax is collected (by deduc-
tion from the employees' wages or other-
wise), the net OASDI employee tax rate for
1984 will be 5.40 percent. HQwever, employ-
ees' annual wage statements are to show the
gross FICA tax (7.00 percent of wages) and
the credit amount (0.3 percent of wages)
separately. As under present law, the appro-
priation of funds Into, for example, the
OASDI trust funds will be based on the
gross OASDI employee tax rate, which will
be 5.70 percent and, thus, will not be affect-
ed by the credit

Effective clate.—These provisions will
apply to remuneration paid after December
31, 1983.

C. Self-employment income tax and credit
(secs. 133 of the bill and secs. 43, 164, 215,
401, 1401. and 1402 of the Code).

Present Law
The Self-Employment Contributions Act

(SECA) imposes two taxes (OASDI and HI)
on self-employed individuals. Self-employed
persons pay an OASDI tax rate that is equal
to approximately 75 percent of the com-
bined employer-employee rate and an HI
tax rate that is equal to 50 percent of the
combined employer-employee rate.

The presently scheduled OASDI rates for
self-employment income are as follows:

IN THE CASE OF A TAXABLE YEAR

Begrnnrng after: and before percent:

December 31, 1981 January I, .8S 805

December 31, 1984 January 1, i9U 8.55

December 31, 1989 9.30

The HI rates for self-emp]oyflient income
are as follows:

IN TUE CASE OF A TAXABLE YEAR

Beginning after and before: percent

Decemr 31, i980 ray . 1985 130

Decembe: 31. 1984 January 1. 19 L35

Ocember 31, I85 145

Under present law, the expenses o com-
pensation or purchased services, including
wages, the employer FICA tax, and pay-
ments to self-employed individuals are de-
ductible, for income tax purposes, as busi-
ness expenses. However, neither the em-

Reasons for change
The committee is concerned that. under

the current system, self-employed indivd-
uals pay into 1e social security system less
than employers and employees, taken to-
gether. contribute for equal benefits. Thus,
even though an employer may take an
income tax deduction for his share of the
payroll tax paid on behalf of an employee
and Federal revenues would be reduced
thereby, the social security trust funds re-
ceved less than is necesary to provide bene-
fits to self-employed individuals. This dis-
parity in receipts contributes to the finan-
cial difficulties of the social secuirty system.

Explanation of provisions
Under the bill, the OASDI rate on self-

employment income will be equal to the
combined employer-employee OASDI rate,
and the HI tax rate on self-employment
income will be equal to the combined em•
ployer-employee HI rate. In order to cush-
ion the impact of the increase, the bill pro-
vides a permanent credit .against SECA
taxes.

The OASD! tax rate on self-employment
income wi]l be:

N THE CASE OF A TAXABLE YEAR

Beginning after and be1oe pernt

December 31, 1983 ianuary I, 1988 .. 11.40

December 31, 1987 auaiy I, 1990....... _. 12.12

December 31, 1989 12.40

The HI rate for self-employed persons will
be:

- IN THE CASE OFATAXABLE YEAR

Beginning after: and before pcent

December 31. 1983 January I, 1985 -
Decenii 31. 1984 Janii,y 1, l986........._.....
December 31, 1985

Beginning in 1984, self-employed persons
will be entitled to a permanent credit
against SECA tax. For 1984, the credit will
be 2.9 percent of self-employment Income.
For 1985, the credit will be 2.5 percent. For
1986, the credit will be 2.2 percent. For
1987—89, the credit will be 2.1 percent. For
1990 and subsequent years, the rate of the
credit will be 2.3 percent,. The SECA tax
crethts may be taken directly into account
in computing SECA liability for a taxable
year and estimated tax payments for that
year.

The SECA tax credits will not reduce the
revenues of the social security trust funds,
since under the Social Security Act, appro-
priations into the trust funds will be based
on the SECA tax rates specified above with-
out regard to the credits allowed against
such taxes.

Effective date.—The provisions will be ef-
tective for taxable ycarz bcglnnthg atcr Dr
cember 31. 1983.

Real1oeatofl of OASDI ta. rate
'.1 ,4 i,c

Present law

The tax rate allocation between OASI and
DI is fixed in the law. The following table
displays the allocation for employers, em-
ployees and the sejt-einployed:

CONGRESSIONAL RECORD — SENATE
equal to the 1984 increase in the employees ployee FICA tax nor the SECA tax is de
FICA tax. ductible.
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984
1985

1986
1981

1988
1929

1990

2.60

2.70

2.90



OASDI TAX RATES

Em percerq

Emp'oyers and employees.
each

OASI Di OASDJ

1982 to 1984 4.515 0.825 5.4 6.825 .2375 805
1985 to 1989 4.150 .950 5.1 1.1250 14250 8.55
1990 and iaer 5100 1.100 6.2 7.6500 1.6500 9.30

Committee amendment
The Committee amendment would reallo-

cate the OASDI tax so that both trust funds
will have about the same reserve ratios (i.e.,
reserves at the beginning of a year as a per-
centage of outgo during the year). This is
the same as the recommendation of the Na-
tional Commission on Social Security
Reform.

The following table displays the new allo-
cation for the OASDI tax rate:

1983 5.075 0.625 5.1 104625 0.9315 1140
1984 to 1981 520 .50 5.1 10.4 1.0 11.40
1988 o 1989 553 .53 6.06 11.06 1.06 12.12
1990 to 999 5.60 .60 6.20 1.2 1.20 12.40
2000 and ater 5.55 .65 6.20 11.1 1.30 12.40

Effective—The first reallocation would
apply for 1983.

Interfund borrowing ext ension
(Section 142 of the Bill)

Present law
Public Law 97-123 authorized, through

December 31, 1982, borrowing between the
OASI, DI, and HI trust funds whenever it
was determined by the Managing Trustee
(the Secretary of the Treasury) that addi-
tional funds were needed to pay benefits.
The Conference Report specified that
amounts borrowed could not exceed what
was required to ensure benefit payments
through June 1983. Under this authority,
and to fulfill this purpose, $17.5 billion was
transferred to the OASI trust fund from the
DI and HI trust 4unds in 1982 (of which
$12.4 billion was from HI).

Under the law, the borrowing fund is re-
quired to make periodic interest payments
on outstanding balances. Also the loan must
be repaid when the Managing Trustee deter-
mines that the assets of the borrowing fund
are sufficient to begin repayment,

Committee amendment
Through 1987, the committee amendment

would authorize interfund borrowing be
tween the OASI, DI, and HI trust funds.
The following protections would be provided
for the HI trust fund: (1) interest would be
paid monthly to HI on any outstanding
loans to OASDI: (2) OASDI could not
borrow from HI in any month the HI trust
fund ratio is under 10 percent (with no more
to be borrowed than would reduce such
ratio to 10 percent); (3 in 1983-87. OASDI
would repay loans from HI whenever the
OASDI fund ratio at the end of the year ex-
ceeds 15 percent: and (4) tn 1988-89, OASDI
would repay HI, in 24 equal monthly pay-
ments, the loan balance outstanding at the
end of 1987 (plus interest on any outstand-
ing loan balance).

Similar protections would be provided for
the OASI and DI trust funds in the event
that HI were to borrow from OASDJ.

The amendment is similar to the recom-
mendation of the National Commission on

Social Security Reform to authorize,
through 1987, interfund borrowing betwecn
the OASI and DI trust funds and to the
OASI and DI trust funds from the HI trust
fund.

Under the Committee amendment, using
intermediate cost estimates the amounts
available from the HI trust fund for loans
(in excess of the 10 percent requirement) to
the OASDI trust funds would be about $7
billion in 1984, $5 billion in 1985, $4 billion
in 1986, and $3 billion in 1987; however.
under this estimate the OASDI trust funds
would not need any further loans in 1983-
87. Under the pessimistic cost estimate, such
amounts available from the HI trust fund
would be about $6 billion in 1984, $4 billion
in 1985. and zero in 1986-87; however, under
this estimate the OASDI trust funds would
not need any further loans in 1983-87 (al-
though slightly worse experience during
that period would make loans necessary).

Effective—On enactment.
Credit amounts of unnegotiated checks to

the trust funds
(Section 143 of the Bill)

Present law
The social security trust funds are not

credited for OASDI benefit checks which
remain uncashed. Instead, the value of
benefit Checks which are not cashed re-
mains in the General Fund of the Treasury.

Committee amendment
The Committee amendment Would pro-

vide for a lump-sum payment to the OASDI
trust funds from the General Fund repre-
senting the amount of uncashed benefit
checks which have been issued in the past.
In addition, it would require the implemen-
tation of a procedure under which: (1) the
Treasury Department would make it possi-
ble to distinguish OASDI checks from other
government checks; and (2) the trust funds
would be credited on a regular basis with an
amount equal to the value of all OASDI
benefit checks which have not been negoti-
ated for a period of twelve months. This is
similar to the recommendation of the Na-
tional Commission on Social Security
Reform which required only the initial
lump sum transfer, assuming that future
transfers were already provided for.

Effective date—The lump sum transfer
Would be made in the month following the
month of enactment of this provision.

OASDI REVENUE GAIN

[In b1;ons, caIenar years]

193 1984 1985 1936 1981 1988 1989

Short range S08 ( () (') (') () () $1.1
Lang range. negligibfe.

Less hn $50 miliai,

M1itary wage credits
(Sections 144 and 145 of the Bill)

Present law
Since 1946, the OASDJ system has pro-

vided gratuitous wage credits to persons
who serve in the military forces. Such mili-
tary personnel have been credited with
earnings (upon which benefits are based)
for which no payroll taxes have been paid.
Two types of credits have been given: (1) for
World War II veterans, floncontributory
wage credits of up to $1,920 per year for
active military service from 1940 to 1957;
and (2) noncontributory wage credits of
$1,200 per year for military service per-
formed after 1956 to recognize the value of
non-cash compensation, such as food, shel-
ter and medical services. (In .1957, members
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of the military were compulsorily covered
under social security.)

To finance the costs incurred in paying.
the benefits based on periods of mibtary
service for which no contributions were
made, the social security trust funds receive
reimbursements from the General Fund of
the Treasury. The annual reimbursement to
the trust funds ha been about $700 million
in recent years.

Committee amendment
The Committee amendment would credit

the OASDHI trust funds, In a lump sum,
with an amount equal to the estimated addi-
tional cost of providing future benefits
based on pre-1957 military wage credits. In
addition, the OASDHI trust funds would be
credited with a lump sum payment equaling
the taxes that would have been collected
and the interest that would have been
earned if the credits for service after 1956
and before 1983 had been taxed as they
were earned, less the reimbursements al-
ready received. Beginning in 1983, a general
fund appropriation would reimburse the
trust funds on a current basis for the em-
ployer-employee taxes on additional mili-
tary wage credits given for non-cash com
pensation.

This is the same as the recommendation
of the National Commission on Social Secu-
rity Reform except that the Committee has
extended the provision to Include HI.

Effective date.—Lump sum is payable in
the month following the month of enact-
ment. Lump sums would be payable within
30 days after the enactment of this provi-
sion.

OASDI REVENUE GAIN

[In billions of dcllars. caendaf years]

1983 1984 1985 1986 1981 1988 1989
1983—

89

Shortrange 18.4 —0.4 —0.4 —0.3 —0.4 —0.4 0.4 16.0
Long range: plus .0 of taxabje paytcli.

Trust fund investment procedure
(Section 146 of the Bill)

Present law
Payroll tax revenues which are in excess

of the amount necessary to pay current
benefits must be invested, generally in "spe-
cial issue" obligations available for purchase
only by the trust funds. Such obligations
have maturities fixed with "due regard' for
the needs of the trust funds and bear an in-
terest rate equal to the average market
yield on all marketable, interest bearings
obligations of the U.S. government which
are not due or callable for at least 4 years.

The maturity dates on new special issues
and the redemption schedule for trust fund
investments are not set by law, but by
Treasury procedure. The Treasury attempts
to set the maturity dates for special issues
from Ito 15 years—so that about 1/Is of the
total portfolio comes due in each of the
next 15 years. When securities must be sold
to meet benefit obligations special issues
with the shortest duration until maturity
are sold first. In the event that there are
several $ecurjtjes wah the same duration
until maturity, those with the lowest inter-
est rate are sold first,

Committee amendnerit
The Committee amendment provides for

reinvesting all trust fund assets each month
at a rate of interest based on the average
market rate on all public-debt obligations
currently held by Treasury with a duration
of four or more years until maturity.
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The amendment would require the Man-

aging Trustee to: (1) redeem all present spe-
cial issues at their face amount; (2) redeem
all flower bonds (marketable government
bonds which, for inheritance tax purposes,
are redeemable at par) at their current
market values; and (3 invest, on a monthly
basis, the redeemed investments and all
future funds only in separate depository ac-
counts for each of the trust funds.

This is similar to the recommendation of
the National Commission on Social Security
Reform, except that the Commission recom-
mended investing In special issues.

Effective.—The first day of the first
month beginning more than 30 days after
the date of enactment.

Revenue Gain.— No significant gain or
loss anticipated.

Public members on board of trustees
(Section 147 of the Bill)

Present law
The Board of Trustees of the four social

security trust funds (Old-Age and Survivors
Insurance, Disability Insurance, Hospital In-
surance, and Supplemental Medical Insur-
ance) consists of, ex officio, the Secretaries
of tile Treasury, Health and Human Serv-
ices, and Labor, with the Secretary of the
Treasury serving as the managing trustee.
Among other responsibilities, the Board of
Trustees is required to report to Congress
each year on the operation and status of the
trust funds, review the general policies fol-
lowed in managing the trust funds, and rec-
ommend changes in such policies.

Committee amendment
The Committee amendment would add

two public members to the Board of Trust-
ees of the OASDI, HI, and SMI trust funds.
The public members would be nominated by
the President and confirmed by the Senate.
The two public members could not be from
the same political party. Public members
would not be considered fiduciaries and
would not be personally liable for actions
taken in such capacity with respect to the
trust funds.

The National Commission on Social Secu-
rity Reform also proposed that the Board of
Trustees of the OASDI trust funds be ex-
panded to include two public members.

Effective—On enactment.
Cost.—None.

Accelerate State and local deposits
(Section 148 of the Bill)

Present law
Requires the deposit of withheld social se-

curity taxes for State and local employees
within thirty days alter the end of the
month in which the applicable wages were
paid.

By contrast, the frequency with which de-
posits of social security taxes and income
taxes are made by private employers is de-
termined under regu'ations Issued by Treas-
ury and vary in accordance with the tax lia-
bility of the employer. Deposits are required
as frequently as every week for employers
with large liabilities and as Irilrequently as
every three months for employers with
smaller liabilities.

Although State and local governments are
now governed by the same rules as private
employers with regard to depositing with-
held income taxes, deposits of social secu-
rity taxes continue to be treated differently.

Committee amendment
The Committee amendment would apply

the same social security tax deposit require-
ments to State and local governments that
now apply to private employers.

Effective date.—Effective for deposits re-
quired to be made after December 1983.

OASDI REVENUES

[ifi billions, calendar year5]

1984 t985 t986 19S7 1988 1989

Short range $1.4 SO.) $0.1 $0.1 $0.3 $O. $2.2

1ang4ang: NegIgib?e.

Triggered normalization of tax transfers
(Section 149 of the Bill)

Present law
Under current procedures, social security

taxes are transferred to the trust funds on a
daily basis on Treasury estimates of
amounts collected. OASDI benefit pay-
ments, however, are concentrated at the
start of the month creating the need for
high balances in the OASDI trust funds
during the first week of the month.

Committee amendment
The Committee amendment provides that.

when at the start of aiiy month, the Secre-
tary of Treasury determines that the re-
serves of the OASDI trust funds are inad-
equate to meet 1½ months of benefits (re-
serves less than 12% of outgo), the Secre-
tary would be required to credit the trust
funds on the first day of the next month
with the full payroll tax revenues estimated
for the month. Interest would be paid to the
General Treasury on the excess sums so
transferred at a rate equal to the average
91-day Treasury bill rate during the month,
with such interest being payable at the end
of each month.

Effective.—On enactment through 1987
(whon the authority for interfund borrow-
ing expires).

Cost.—Negligible.
Treatment of certain deferred compensa-

tion and salary reduction arrangements (sec.
150 of the bill and sec. 3121(a) of the Code).

Present law
Cash or deferred arrangements.—Under a

qualified cash or deferred arrangement (sec.
401(k)) forming a part of a tax-qualified
profit-sharing or stock bonus plan, a cov-
ered employee may elect to have the em-
ployer contribute an amount to the plan on
the employee's behalf or to receive such
amount directly from the employer in cash.
Amounts contributed to the plan pursuant
to the employee's election are treated as em-
ployer contributions to the plan and are ex-
cluded from the employee's taxable income
and social security wage base.

Amounts distributed with respect to an
employee under a qualified plan generally
are includible in the recipients income, but
are excluded from the social security wage
base.

Tax-sheltered annuities
Under present law, tax-sheltered annuities

(sec. 403(b)) may be purchased on an Indi-
vidual basis for employees of public schools
or tax-exempt religious, charitable, and
other organizations described in section
501(c)(3). Subject to certain limitations,
amounts paid by the employer to purchase
the annuity are excluded from the employ-
ee's income. A tax-sheltered annuity may be
purchased for an employee pursuant to a
salary reduction agreement between the em-
ployer and the employee.

The Internal Revenue Service has ruled
that amounts paid for a tax-sheltered annu-
ity pursuant to a salary reduction agree-
ment are includible in the employee's social
security wage base, even though such
amounts may not be subject to income tax
withholding. The validity of the ruling posi-
tion is In doubt in light of the Supreme
Court decision in Rowan Companies, Inc. v.
United States (see following section of this
report).
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Amounts distributed under a tax-sheltered

annuity genera1) are inc.ludFole in the re-
cipient's income, but are excluded from the
social security wage base.

Cafeteria plans
Under an employer's cafeteria plan (sec.

125). a covered employee may choose among
various benefits, which may include cash,
taxable benefits, or nontaxable benefits. If
certain requirements are met, amounts ap-
plied under a cafeteria plan toward nontax-
able benefits (e.g., accident and health bene-
fits or plan contributions under a qualified
cash or deferred arrangement) are excluded
from the employee's income and generally
from the social security wage base. Taxable
benefits chosen by the employee (e.g., cash)
are includthle in income and generally in-
cludible in the wage base.
Eligible State deferred compensation plans
Under an eligible State deferred compen-

sation plan (sec. 457(a)), an employee of a
State or local government or a rural electric
cooperative may elect to defer compensa-
tion, subject to certain limits. Amounts de-
ferred under an eligible plan are excluded
from income until paid to the employee
under the plan. Eligible State deferred com-
pensation plans generally are not retire-
ment plans for purposes of the rules defin-
ing "wages" includible in the social security
wage base. (For example, the income tax
rules for eligible plans permit distributions
to an employee after age 59½ without
regard to whether the employee is retired.)
Thus, amounts deferred are includible in
the social security wage base at the time of
the deferral if the plan is not a retirement
plan.
Non-qualified deferred compensation plans

Under present law (sec. 312(a)), standby
pay or payments made to an employee on
account of retirement, either on an individu-
al basis or under a plan or system of the em-
ployer providing for employees generaliy,
may be excluded from the social security
wage base without regard to whether the
payments are under a tax-qualified retire-
ment plan (sec. 401(a) or 403(a)) or other
tax-favored retirement savings program
(e.g., a tax-sheltered annuity (sec. 403(b)).

Reasons for change
Generally, if an employee receives cash

and then chooses to use these funds for per-
sonal savings or benefits, the amount of
cash received is subject to PICA. This is
true, for example, for contributions to an in-
dividual retirement account (IRA) even if
the employer transmits the funds directly
to the IRA account.

Under cash or deferred arrangements, cer-
tain tax-sheltered annuities, certain cafete-
ria plans, and eligible State deferred com-
pensation plans, the employer contributes
funds which are set aside by individual em-
ployees for individual savthgs arrangements,
and thus, the committee be1eves that such
employer contributions should be included
in the FICA base, as is the case for IRA con-
tributions. Otherwise. Individuals could, in
effect, control which portion of their com-
pensation was to be included in the social
security wage base. This would make the
system partially elective and Would under-
mine the FICA tax base.

The committee also believes that it is ap-
propriate to exclude payments from the
social security wage base where the pay-
ments are made from a tax-qualified or
other tax-favored retirement plan. However,
the committee does not believe that such
tax-favored treatment under the PICA tax
rules generally should be extended to de-
ferred compensation plans which do not
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qualify for t-favord treatment under the
icorne tax rUhs.

Explanation of provision
Under the bill, an employer's plan contri-

butions on behalf of an empIoiee under a
qualified cash or deferred arrangement will
be includible in the social security wage
base for tax and coverage purposes to the
extcnt that the employee could have elected
to receive cash in lieu of the contribution.
The provision is intended to apply to elec-
tive amounts under the cash or deferred ar-
rangement and not to nonelective amounts
contributed by employers to a quaJfied
profit-sharing or stock bonus plan of which
the arrangement may be a part.

The bill aiso provides that any amounts
paid by an employer to a tax-sheltered an-
nuity by reason of a salary reduction agree-
ment between the employer and the em-
ployee would be includible in the employee's
social security wage ba.se. The committee in-
tended that the provision would merely
codify the holding of Revenue Ruling 65-
208, 1965-2 Cum. Bul. 383, without any tin-
plication with respect to the issue of wheth-
er a particular amount paid by an employer
to a tax shelter annuity is, in fact m&d by
reason of a 'sa1ary reduction agreement".

In addition, amounts subject to an em-
ployee's designation under a cafeteria plan
that includes a qualified cash or deferred ar-
rangement will be includible in the social se-
curity wage base to the extent that such
amounts may be paid to the employee in
cash or property or applied to provide a
benefit for the employee that Is not other-
wise excluded from the definition of wages
under section 3121 of the Code.

The bill would also include in the social
security wage base amounts deferred under
an eligible State deferred compensation
plan (sec. 457(a)). The payment to such a
plan would be treated as wages received in
the year in which the services relating to
the payment were performed. However, no
change is made to the present-law self-em-
ployment tax (SECA) rules regarding
amounts paid under an eligible State de-
f erred compensaton plan on behalf of an th
dependent contractor.

Under the bill, nonqualified deferred com-
pensation generally is includible in the
social security wage base when it becomes
available to the employee. For this purpose,
nonqualified deferred compensation gener-
ally includes payments under a• deferred
compensation arrangement which is not (1)
a tax-qualifed plan, (2) an individual retire-
ment arrangement (IRA), (3) a simplified
employee pension (SEP), (4) a tax-sheltered
annuity, or (5) a governmental plan. A gov-
ernmental plan is one established and main-
tained for its employees by the Government
0. the United States, by any State or poliU-
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cal subdh'ision thereof, or by any agency or
instumentality of any of the foregoing.
However, elective deferrals under an ellgible
State deferred compersation plan (sec.
457(a)) are includible in the wage base as de-
scribed in the preceding paragraph, and
amounts payable under a deferred compen-
sation plan of a State or local government
which is not an eligible plan (see. 457(e)(1)
and (e)(2) (D) and (E)) are includible in the
wage base when there is no substantial risk
of forfeiture by the employee,

The bill also includes conforming changes
to the provsions (sec. 3306) defining
wages" for purposes of the Federal Unem-

ployment Tax Act (FUTA). Deferred corn-
pensaUon includible in the social security
wage base under the bill would also be treat-
ed as wages for FUTA purposes. In addition,
the bill provides that certain sick pay which
is incudible in the social security wage base
under provisions enacted In 1978 would also
be treated as wages for FtJTA purposes.

Effective date.—These changes apply to
remuneration paid after December 31, 1983.

Codification of Rowan decisou with re-
spect to meals and lodging (sec. 151 of the
bill and sec. 3121(a) of the Code).

Present law
Under present law, amounts which consti-

tute wages for income tax withholding pur-
poses (Code sec. 3401) and amounts which
constitute wages for social security tax pur-
poses (Code sec. 3121) are separately de-
fined. However, in Rowan Companies, Inc.
V. United States, 452 tLS. 247 (1981), the Su-
preme Court held that the defmition of
wages for sodal security tax purposes and
the definition of wages for Income tac with-
holding purposes must be interpreted In reg-
ulations in the same manner in the absence
of statutory provisions to the contrary.

At issue in Rowan wa whether the value
of meals and lodging provided employees at
the convenience of the employer were wages
for social security tax purposes (I.e., were in-
cludable in the social security wage base).
The value of such employer-provided meaLs
and lodging may be excluded from the
income of an employee (sec. 119). Treasury
regulations required that the value of the
meals and 1odgng be included in the social
security wage base, but excluded such value
from the definition of wages subject to
tricome tax withholding. The Supreme
Court decision invalidated those Treasury
regulations which required that the value of
the meals and lodging be included In the
social security wage base.

Reasons for change
The social security program aims to re-

place the income of beneficiaries when that
income is reduced on account of -etirement
and disabwty. Thus, the aniourit o "wages"
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Is the measure used both to define income
which should be replaced and to compute
FICA tax liability. Since the security system
has objectives which are significantly differ-
ent from the objective underlying the
income tax withholding rules, the commit-
tee believes that amounts exempt from
income tax withholding should not be
exempt from FICA unless Congress provides
an explicit PICA tax exclusion.

Explanation of provision
The blil provides that, with the exception

of the value of meals and lodging provided
or the convenience of the employer, the de-
termination whether or not amounts are in-
cludible in the social security wage base s to
be made without regard to whether such
amounts are treated as wages for income
tax withholding purposes. Accordingly, an
employee's wages" for social security tax
purposes may be different from the employ-
ee's wages" for Income ta withholding
purposes. In addition, the bill provides that
the, definition of wages for social security
tax and benefit purposes Is revised to ex-
dude the value of employer-provided meals
and lodging to the extent such value Is also
excluded from the employee's gross iucome,

Effective date.—The provision applies to
remuneration paid after December 31, 1983.

Treatment of contributions under simpli-
fied employee pensions (SEPs) (sec. 152 of
the bill and sec. 3121(a)5) of the Code)

Present law
Under present law, the Internal Revenue

Code excludes from the social security wage
base employer payments to or on behalf of
an employee under a simplified employee
pension (SEP). However, such employer
contributions are treated as covered wages
for social security benefit purposes.

Reasons for change
The committee believes that it is inappro-

priate to treat employer payments to a SEP
as covered wages for benefit purposes where
such amounts are excluded from the social
security wage base for tax purposes.

Explanation of provision
The bill amends te Social Security Act to

exclude from the defthition of covered
wages for social security coverage purposes
employer contributions to a SEP that are
deductible as such by the employer. The bill
makes clear that the exclusion applies, for
both tax and coverage purposes, only with
respect to the employers's contribution to a
SEP, not with respect to the amount equiva-
lent to the employee's contribution to an n-
dividual retirement arrangement (IRA).

Effective date.—Thls provision applies to
remuneration paid after December 3L 1983.
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Toms II OF THE BILL

INCREASE THE 551 PAYMENT STANDARD AND
MODIFY PASS-THROUGH REQUIREMENTS

(Sections 201 and 202 of the Bill)
Present law

The first $20 of income received by an in-
dividual in a month is disregarded in deter-
mining SSI eligiblity and benefit amount.
The income may be earned or unearned
(except for some income based on need,
such as veterans' pensions, which is fully
counted). The disregard was provided in the
original statute in 1972 to ensure that per-
sons who had contributed toward an entitle-
ment, such as OASDI, were better off than
those who had not. The amount of the dis-
regard has not been increased since 1972.

Committee amendment
The Committee amendments would:
A. Increase the SSI payment standard ap-

plicable to all individuals by $20 ($30.00 for
a couple) per month, effective July 1983;
and

B. To help protect the States from in-
creased costs resulting from this provision.
expand current law to allow States to meet
the "pass through" requirement for 1983 if
they pass through the equivalent of the
COLA that would have occurred under cur-
rent law rather than the proposed monthly
payment increase. Presently, State which
provide payments to supplement the Feder-
al SSI payment are required to pass
through to recipients any Federal SSI cost-
of -living increases. States have two basic op-
tions for meeting the pass through require.
ments: 1) they may maintain the supple-
mentary payment levels that were in effect
for categories of individual recipients in De-
cember 1976, or 2) they may make State
supplementary payments in any current 12-
month period that are no less, in the aggre-
gate, than were made in the previous 12-
month period.

The National Commission on Social Secu-
rity Reform. recommended that, effective
July 1983. the SSI disregard be increased by
$30 per month for OASDI income (not
other income) in determining an Individual's
SSI eligibility and benefit amount. The
effect would have been to increase by $30
the monthly income of those individuals
w9 are entitled to both OASDI and SSI.

Presently, the maximum Federal SSI pay-
ment is $284 monthly for an individual and
$426 monthly for a couple. After certain dis-
regards, the amount of SSI actually re-
ceived by an individual is reduced on ac-
count of other income.

SS cOST (BASO ON CBO ESTI1ATES)

[ncf sears)

1983 984 198) 1935 5989 1988

SSI ALERT

(Section 203 of the Bill)
Present law

Currently. there is no statutory require-
ment that OASDI beneficiaries be contacted
and Informed of potential eligibility for
Supplemental Security Income (SSI) pay-
ments. However, since the beginning of the
SSI program, the Social Security Adminis-
tration has undertaken a number of out-
reach efforts to identify those potentially
eligible. SSA routinely provides information
about 581 elIgibility and takes applications
for SSI payments at the time of application
for OASDI benefits If the applicant is po-
tentially eligible for SSI payments. In addi-
tion, many State agencies and other private
relief groups routinely refer clients to SSA.
Presently, about 6.9 percent of elderly social
security recipients also receive SSI.

Committee amendment
The Committee amendment would require

the Secretary of Health and Human Serw
Ices to notify, on a one-time basis, all elderly
OASDI beneficiaries who are potentially eli-
gible of the availability of SSI and encour-
age them to contact their district offices. In
addition, the provision would require that
the same Information be included with the
notification to OASDI beneficiaries of up-
coming eligibility for Supplemental Medical
Insurance.

Despite the current and past activities of
the Social Security Administration to make
persons potentially eligible for SSI aware of
the existence of the program, the Commit-
tee believes that there may be currently
needy OASDI beneficiaries who have been
on the social security rolls for a period of
time who may have applied for social secu-
rity prior to the availability of SSI or who
may not have been eligible at the time they
applied but whose circumstances have since
changed.

The Committee provision would alert
those OASDI beneficiaries to the availabil-
ity of the 881 program and would, in the
future. also provide notification to those ap-
proaching the age of eligibility (age 65)
through information contained with a
notice of future eligibility for Supplemental
Medical Insurance which is mailed approxi-
mately three months before a beneficiary
attains age 65.

Effec five cfate.—Notification to those ore
the rolls must he made before July 1 1984.

Cost.—Unable to estimate.
TITLE IV OF THE BILL

UNE'O.OYMSNT COMPENSATION PROVISIoNs

Ref crslon of Federal supplemental
eoonpen.sation (FSC'i program

(Section 401 of the Bill)
Present law

The Ta Equity and Fiscal Responsib1nty
Act of I2 (Public Law 97-248) established
the ISC prograns. This program provides
additional weeks of unemployment compen
Ration at the same weekly benefit amount to
flndiid.uals who have exhausted their Stare
befit. and any extended benefits to which
they veire entitled. The FSC program.

which became effective on September 12,
1982. expires March 31, 1g83.

As originally enacted, the FSC program
provided 10, 8, or 6 additional weeks of
benefits. The Surface Transportation Assist-
ance Act of 1982 (Public Law 97-424) in-
creased the maximum number of weeks of
FSC benefits to 16, 14, 12, or 8, depending
on the State where the individual filed for
or received the additional benefits.

Beginning with the week of January 9,
1983, the FSC program began providing the
following maximum weeks of benefits:

(1) 16 weeks in States with an insured un-
employment rate (IUR) of at least 6.0 per-
cent (measured as the average over a
moving 13 week period);

(2) 14 weeks in States that were triggered
on the extended benefits prograii between
June 1, 1982 and January 6, 1983;

(3) 12 weeks in remaining States with a 13
week average IUR of at least 4.5 percent;

(4) 10 weeks in remaining States with a 13
week average IIJR of at least 3.5 through 4.4
percent; and

(5) 8 weeks in all other States.
In order to qualify for FSC, a worker must

have worked at least 20 weeks or earned Its
equivalent in wages in his base year, usually
defined as the first four of the last five com-
pleted calendar quarters before he filed his
claim for regular State benefits. He must
also have exhausted the regular and ex-
tended benefits to which he is entitled. In
addition, his benefit year must have ended
on or after June 1. 1982 or he must have
been eligible for extended benefits for any
week beginning on or after June 1, 1982.

If an individual is eligible for FSC bene-
fits, the number of weeks of FSC he may re-
cieve is determined in relation to the
number of weeks of regular State benefits
to which he was entitled. An eligible Individ-
ual may receive FSC for the lesser of (a) 65
percent of the number of weeks of regular
State benefits to which he was entitled or
(b) the maximum number of weeks of FSC
benefits provided in the State. In the case of
an interstate claim for FSC, the individual
is eligible for the lesser of (a) the maximum
number of weeks of FSC payable to him in
the State in which he receives the benefits
or (b) the maximum number of weeks pay-
able to him in his former State.

Committee amendment
The committee amendment would extend

FSC for 6 months from April 1. 1983
through September 30, 1983. To qualify for
FSC, an indvidual would need at least 26
weeks of work or Its equivalent in wages in
his base year. This restriction would apply
Only to claimants who initially become eligi-
ble tar FSC on or April 1. 1983.

The number of weeks available in each
State wo.Jd Tm:

(U 6asic FSC Bencfits.—Individuals who
begin receiving FSC nn or after April 1, 1983
coeld !cclve up to a ma:chnum of:

(1) 14 weees in States with IUR at 6 per-
cent and above;

(2) 12 weeks in Statg vith IUR at 5 per-
Cent to .9 percent;
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(3) 10 weeks in States with IU'R at 4 per-

cent to 4.9 percent;
(4) 8 weeks in all other States.
No State would, however, lose more than 4

weeks when compared to present law.
(2) Additional FSC Benefita.—Individuals

who exhausted FSC before April 1, 1983
could receive additional weeks of FSC bene-
fits up to a maximum of:

(1) 8 weeks in States with 1DB at 6 per-
cent and above;

(2) 6 weeks in States with IIJR at 5 per-
cent to 5.9 percent;

(3) 4 weeks in States with IUR at 4 per-
cent to 4.9 percent;

(4) 4 weeks in all other States.
(3) Transitional FSC Benafit&--Individ

uals who begin receiving FSC before ApriL 1,
1983 and have some FSC entitlement re-
malnlng after that date, could also receive
additional weeks under (b) above. However,
the combination of their remaining basic
FSC entitlement, received after ApriL 1,
1983, and the additional weeks provided In
(b) cannot exceed the maximum number of
weeks of basic FSC benefits payable in the
State, shown in (a) above.

(4) Phaseout FSC Benefits.—Individuals
who have not exhausted FSC entitlement
on September 30, 1983 when the program
expires, would be eligible to receive up to 50
percent of their remaining FSC entitlement.
No new claimants would be added to the
FSC program on or after September 30,
1983.

Effective date.—For weeks beginning after
AprIl 1, 1983.
Optional exclusion from disqualification for

not actively seeking work under extended
benefits and Federal supplemental com-
pensation for claimants who are hospital-
ized or serving on jury duty

(Section 422 of the Bifi)
Present law

Present law disqualifies claimants from re-
ceiving extended Benefits or Federal Sup-
plemental Compensation if they are not ac-
tively seeking work. Moreover, the disquali-
fied claimant must go back to work for at
least 4 weeks and earn at least 4 times his
weekly benefit amount before he can quali-
fy again for Extended Benefits or Federal
Supplemental Compensation.

Committee amendment
The committee amendment would permit

States to determine on a weekly basis the
eligibility availability of claimants of Ex-
tended Benefits and Federal Supplemental
Compensation who are serving on jury duty
or are hospitalized for treatment of an
emergency or life-threatening condition. A
State must treat these individuals in accord-
ance with their own State unemployment
compensation law.

Effeci Le dc.ie.—Date of enactment.
Denial of benefits to nonprofessional em-

ployees of educational institutions be-
tween academic years or terms

Present law
The Federal Unemployment Tax. Act

(FLJTA) covers employees of educational in-
stitutions. FUTA requires States to deny
benefits between academic years or terms to
certain professional employees working In
instructional, research, and ptincipal admin-
istrative capacities if they have a reasonable
assurance of returning to work in the next
academic year or term. FUTA give-s the
States the option of the same denial of
benefits, howecer, for nonprofessional em-
ployees of educational institutions.

Committee amendment
Tin 'onmit.toe amendment would make

the denial of bentui!.s between academic
years u- terms to nonprofessional employees

mandatory if the employees have a reason-
able assurance of returning to work in the
next academic year or term. In addition,
States would be required to deny benefits
between terms to individuals performing
services on behalf of an educational institu-
tion or an educational service agency even
though not employed by either the institu-
tion or agency.

Effective date
The provision would be effective on or

after October 1, 1984. States in which there
is no legislative session before that date
would, however, be given additional time to
comply with this provision.

Modification of credit reduction cap
provisions
Present law

Employers in all States currently pay the
tax levied under the Federal Unemployment
Tax Act (FIJTA) at a rate of 3.5 percent on
a taxable wage base of $7,000. However, em-
ployers in States generally received a FUTA
tax credit of 2,7 percent, resulting in a net
Federal tax rate of 0.8 percent. Prior to re-
forms enacted in the Omnibus Budget Rec-
onciliation Act of 1981, State UC programs
could borrow on an interest-free basis from
the Federal Unemployment Account. How-
ever, once a State defaulted on its loans
from the Federal account, employees In the
State began to lose the FUTA tax credit at
the rate of at least .3 percent a year.

Specifically, if an advance is not entirely
repaid by the State by the second January 1
after the State receives the loan and re-
mains unpaid on the following November 10
of that year, the FUTA tax credit applicable
for that year for the State's employers is re-
duced by .3 percent. For each succeeding
year in which the loan remains outstanding,
the reduction Is at least an additional .3 per-
cent (i.e., .6, .9, 1.2 percent, etc.). Additional
offset credit reductions may apply to a
State beginning in the second year of repay-
ment if certain criteria are not met. Under
legislation enacted in the 1970's, credit re-
ductions were not imposed from 1975-1980
for States satisfying specific requirements.
Sixteen states are expej-iencing a credit re-
duction for 1983.

The 1981 Budget Reconciliation Act made
two major changes in loan repayment condi-
tions: interest of up to 10 percent Is charged
on loans made after April 1, 1982 (except
those made for "cash flow" purposes and
repaid by the end of the fIscal yeas- in which
they occur); and States are allowed to "cap"
the automatic FIJTA credit reductions if
certain solvency requirements are met.

For a State qualifying for the cap, the
annual tax credit reduction is limited to 0.6
percent, or the rate that was in effect for
the State for the preceding calendar year,
whichever is higher. These loan reform pro-
visions are In effect, from Januafy 1, 1981 to
December 31, 1987.

The cap provisions are designed to give
States additonal time to make legislative
and administrative changes necessary to re-
store the State. trust funds to solvency.
These provisions lengthen the repayment
period, but do not reduce a State's total lia-
bility.

In order to qualify for the cap on the
FUTA penalty tax a State must demon-
strate that:

(1) the net solvency of its UI system has
not diminished (effective for taxable years
1981-1987);

(2) there have been no decreases in its un-
employment tax effort (effective for taxable
year 1981-1987);

(3) its average tax rate for the calendar
year equals or exceeds 115 ave-rage benefit
cost rate for the prior five years (effective
for taxable years 1983—l95'7; and
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(4) the outstanding loan balance as of Sep-

tember 30 of the tax year in question is not
greater than on the third preceding taxable
year (effective for taxable years 1983—1987),
The comparable year for taxable year 1983,
however, Is 1981.

Committee amendment
The committee amendment would make

the credit reduction cap: provisions in pres-
ent law permanent. A State would still be
required to meet all four conditions in pres-
ent law. The committee amendment would,
however, provide two possible lower credit
reductions, if a State does not qualify for
the total cap: (1) If a State meets the first
two present law credit reduction cap condi-
tions and either of the remaining two condi-
tions, the credit reduction would be 0.2 in-
stead of at least 0.3 percentage points; and
(2) If a State meets the first two credit re-
duction cap conditions and qualifies for the
interest deferral authorized as a result of
substantial changes in its unemployment
compensation law, the credit reduction
would be 0.1 instead of at least 0.3 percent-
age points. The lower credit reductions
would be authorized only for taxable years
1983, 1984, and 1985 liabilities.

The January 1st of each year for which a
State qualifies for a partial limitation on
the offset credit reduction will be taken Into
account for purposes of determining future
offset credit reductions. The credit reduc-
tion applicable in each subsequent year
after the partial limitation Is in effect would
continue to be reduced by the amount by
which the offset credit was reduced.

Effective data—Date of enactment.
Modification of interest provisions

Present law
Present law Imposes interest of up to 10

percent per year on loans obtained by the
States after Apr.11 1, 1982, except for "cash
flow" loans that States repay by the end of
the fiscal year in which the loans were ob-
tained. A State can defer payment of its in-
terest due for the fIscal year by paying 25
percent in each of four years beginning with
the year in which the interest Is due. Inter-
est accrues, however, on the deferred inter-
est.

Committee amendment
The committee amendment would make

the provisions imposing interest on the
States permanent. It would also provide for
another deferral and a discounted interest
rate for which States could apply if they
meet certain conditions as certified by the
Secretary of Labor.

The new deferral would be 80 percent of
the amount due for the fIscal year. It would
be authorized for interest accrued only for
fIscal years 1983, 1984, and 1985. The de-
ferred amount would be payable in 4 install-
ments in the succeeding years equal to at
least 20 percent of the original amount of
interest due. A State would be required to
meet two conditions to qualify for the defer-
ral:

(1) no action has been taken to reduce Its
tax effort or trust fund solvency; and

(2) actIon (certified by the Secretary of
Labor) after October 1, 1982, has been taken
which would increase revenues and decrease
benefits by a total of 30 percent in the cal'
endar year immediately following the fiscal.
year for which the first deferral is request-
ed. Deferral in the years immediately 101.
lowing the year In which the first year
change Is effectIve may be received ii
changes of 40 and 50 percent are made.

The discounted interest rate would be one
percentage point below the interest rate
that would otherwise apply. If would be au-
thorized for interest accrued only for fiscal
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years 1983, 1984, and 1985. It would be avail.
able under the same conditions as the new
deferral above, except the required percent-
age changes In (2) would be higher at 50, 80,
and 90 percent, respectively.

For purposes of determining whether a
State meets the conditions in () above, the
Secretary of Labor will provide an estimate
of the unemployment rate for the base year,
the calendar yeaz In which the deferral Is
requested. The level of benefils axid revenue
liabilities will be determined using the State
law In effect before passage of the legisla-
tion. The estimate of changes as a result of
new legislation will be made from the base
year in each year for which a deferral Is re-
quested. Once deferral is approved, a
State must continue to maintain its solven-
cy effort. Failure to do so would result in
immediate payment of all deferred interest.

Increases in the taxable wage ba.e from
$6,000 to $7,000 after calendar year 1982
and Increases in the maximum ta rate to
5.4 percent after calendar year 1984 will not
be counted for purposes of meeting condi-
tion (2).

States will not be penalized or rewarded if
ecomotnic events change from those used In
the base year for computing eligibility
under condition (2).

Effective dat&—Date of enactment.
Change in scond year add2tional credit

reduction
Present law

Present law provides that a State, in the
second year in which the offset credit reduc-
tion is imposed to repay outstanding loans,
may be subject to an additional credit re-
duction equal to the amount by which the
State's average tax rate Is lower than 2.7
percent. The average tax rate and the 2.7
percent are computed from the ratio of
taxes collected to State and Federal taxable
wages, respectively. Taxable wages are de-
termined by the taxable wage base. Any
wages above the taxable wage base are
therefore not included.

In States where the taxable wage base ex-
ceeds the Federal taxable wage base of
$7,000, the tax rate base on the State's tax-
able wages will be lower than it would be if
their taxable wage bases were $7,000. This
could activate the additional credit reduc-
tion In the second year even though these
States have relatively higher tax efforts.

Committee amendment
The committee amendment would change

the computation of the average tax rate to
reflect the ratio of the federal unemploy-
ment tax base to the national average wage
in covered employment.

Effective ddte.—Taxable year 1983.
Change in the date interest i due

Present law
Present law requires that interest is due

no later than the first day of the next fiscal
year. If the first day of the next fiscal year
falls on a weekend, interest Is due in the
prior fiscal year. Otherwise, it Is due on the
first day of the next fiscal year.

Committee amendment
The committee amendment requires that

interest be paid before the first day of the
next fiscal year.

Effective date.—Date of enactment.
Collection interest

Present law
Present law provides no mechanism

through which the Federal Government can
collect Interest from the States if the States
do not pay interest when it is due.

Committee amendment
The committee amendment would require

the collection of delinctuent interest charges

one year after they are due by a reduction
in the FUTA credit of 0.1 perccxtage point,
Any amount collected during he imposition
of this provision [exceeding the overdue In-
terest] would be applied to the outstanding
loan as an tnvoluntary repayment. This pro-
vision would provide a specific collection
mechanism to assure the paymnt of inter-
est pendmg completion of any conformity
proceeding which is 1mpiictiy but clearly re-
quired for nonpayment of interest by a
State.

Effective date.—Date of enactment.
Mr. DOLE. Mr. President, there is a

lot of other material, but I would just
say this, the Senator from Kansas be-
lieves this is an outstanding piece of
legislation, not because it is perfect ii
every sense of the word, rot because
the Commission did not have its short-
comings, not because there probably
are others who might have better
ideas, but let the Senator suggest, be-
cause the distinguished Senator from
New York is in the Chamber, had the
Senator from New York not visited
with the Senator from Kansas on Jan-
uary 3, this year we might not be here
this afternoon.

As I recall, that was about 12:20
p.m., that day when everyone was
being sworn in, and the Senator from
New York came back to the desk of
the Senator from Kansas and said:

Well, are we going to let soeial security go
down the draIn.
Or something to that effect.

We talked about it for a while, and
we said not If we can help it. So we de-
cided to discuss it ourselves, along
with Robert Ball, a former Commis-
sioner, probably the most knowledge-
able If not one of the most knowledge-
able men about social security in this
country

The next day we brought in Alan
Greenspan, the chairman of the Com-
mission. The next day or the following
day we brought in a representative of
the White House.

Mr. MOYNIHAN. Mr. CONABLE.
Mr. DOLE. Mr. CONABLE. That Is cor-

rect.
That started what we thought was a

very successful piocess because we
came up with a compromise, and for
that we owe a debt of gratitude to the
distinguished Senator from New York
and the others who were willing for
about a 2-week period to try to
hammer out some of these differences.

So what I believe we have is a fair
and a reasonable proposal, not a per-
fect proposal, not the proposal that
probably any one of us in this Cham-
ber or anyone within the hearing of
my voice would put together them-
selves. Let us face it. There is some
resistance to bringing in new hires,
new Federal employees. These is some
resistance to COLA delay. There is
some resistance to the fail-safe mecha-
nism. There is some resistance to
taxing benefits. That is only about 1
percent of the beneficiaries. There is
some resistance of accelerating payroll
taxes.

I would guess the strength of this
package may be the weakness of its
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parts because i is a very fragile pack-
age we have.

If during the course of debate ne of
these should fall by th wayside, it s
the opinion of this Senator thai we
probabiy end up without a cenpro-
mise and without a social surity
package this year.

Along with all the others who de-
serve great credit and certainly that
would be every Member with the ex-
ception of the Member speaking, on
the Social Security Commission and
perhaps more importantly the willing-
ness of the President and the Speaker
of the House of Representatives to en-
dorse the package and in a bipartisan
way, to remove politics, partisan poll-
tics from consideration of social secu-
rity in my view has been the highlight
of anything that has happened around
here for the last several years.

It is a very, very politically sensitive
program. There are between 36 million
and 37 million beneficiaries. There are
between 115 million and 116 million
people who pay into the system, and it
seems to many of us on the Commis-
sion that we could have gone to the
Commission meetings and argued
about politics, whether it is the Demo-
crats, fault, the Republicans, fault and
we could have spent months doing
that. But we determined at a very
early stage to try to work out a com-
promise, and let the politics be played
out in some other fashion.

So I certainly believe that we owe a
debt of thanks to the President of the
United States, to the Speaker of the
House, to all the members of the Na.
tional Commission, to members of the
staff who worked with the Commis-
sion and members of our own personal
staff in an effort to sort of put all this
together. And then finally, we cannot
fall to recognize the very good work
done on the House side, the way it was
handled by the chairman of the Ways
and Means Committee, the very
speedy action by Chairman RosrEN-
iowsr and Congressman CONABLE,
the ranking Republican member on
'Vvays and Means, and all the members
on that committee, and the quick and
responsible action on the House floor
and, I must say, I hope the equally re-
sponsible and quick action in the
Senate Finance Committee and on the
Senate floor.

This is one piece of legislation that
should pass the Congress and be
signed by the President before the so-
called Easter break, and I have every
reason to believe that it will be passed,
I hope, by a substantial vote.

I again suggest that no one on the
Commission that I know of has ever
indicated this would be their package.
If they could write out their own pack-
age they would probably have differ-
ent provisions. But I suggest the mem-
bers of that Commission, knowing the
limitations, knowing the severity of
the crisis, in my view acted very re-
sponsibly, and I am very proud to have
been a member of that group.
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Mr. President. I yield the floor,
Mr. MOYNIHAN. Mr. President,

before I say a single word With respect
to the specifics of the measure before
us, let me say that the Senator from
Kansas has spoken of the role of the
President, which was indispensable, of
the Speaker which was equally so, of
the White House staff, of the Commis-
sion members, and of the members of
the Finance Committee in bringing
this measure to the floor which, as he
said, is almost surely the most impor-
tant single piece of legislation we will
deal with in this Congress. But it
would not be here in what we firmly
believe to be the final stage of enact-
ment save for the Senator from
Kansas. It is his willingness to give up
personal concerns, to set aside other
matters pressing on him in the Con-
gress, to set aside the legitimate inter-
est of party and legitimate political In-
terests in all these matters that have
brought us here today, nd I stand in
tribute to hun and I suppose this trib-
ute can best be expressed by my stat-
ing that every member of our side, the
Democratic side, of the Finance Com-
mittee, voted to report this bill, and a
larger statement of confidence we
could not have, and none would be
more deserved.

Mr. President, it Is a very exception.
al piece of legislation. I have a state-
ment which deals with a number of as-
pects of the bill.

Mr. President, today the Senate
begins its deliberations on one of the
most significant issues to face the 98th
Congress. I refer, of course, to 5. 1, the
Social Security Amendments of 1983.
The House has already concluded its
consideration of the social security
issue, and its approval of H.R. 1900 is a
clear and unequivocal endorsement of
the package of recommendatio pro-
posed by the National Commission on
Social Security Reform. I am proud to
have been a member of that Commis-
sion, and I am pleased the House was
able with such speed and fafrness to
pass intact the basic elements of the
Commission package, along with a few
technical improvements. It is my sin-
cere hope that we in the Senate will be
able to act in a similarly expeditious
and fair manner. The Senate and
House versions contaIn only relatively
small differences and the Washington
Post generously describes each as "a
basically fair and responsible ap-
proach to dealing with an issue that
can, without qualification, be rated as
the most politcaUy sensitive one on
the American Scene."

I think we would do well to review
the history of the so caUed social secu-
rity crisis, for it underscores the press-
ing nature of the problem, as well as
the successes that are within our
reach.

On May 12, 1931, the administration
proposed a package consisting primar-
ily of benefit cuts designed to raise
$110 billion in 5 years. The Senate,
however, passed unanimously, on May
20, 1981, a resolution stating "that

Congress shall not precipitously and
unfairly reduce early retirees' bene-
fits." The prospect of governmental
gridlock loomed.

But the shrinkage of the trust funds
that resulted from further deteriora-
tion in the national economy, coupled
with mounting public concern that the
system was becoming insolvent, made
clear the need for action. On Decem-
ber 16, 1981, by Executive order of the
President, the National Commission
was created and charged with provid-
ing appropriate recommendations to
the administration and the Congress
"on long-term reforms to put social se-
curity back on a sound financial foot-
ing."

The Commission met nthe times
during 1982 and reviewed material pro-
duced by various public bodies includ-
ing Congress, the 1979 Advisory Coun-
cil, and the 1981 National Commission
on Social Security Reform. It sought
the advice of experts and examined a
wide variety of alternative approaches.
These deliberations led to a consensus
about the size and nature of the prob-
lern. The Commission agreed that
there is a short-term problem—a $150
to $200 billion shortfall between now
and 1989; that from 1990.through the
early 2000's the system will be in sur
plus; and that due to the retirement of
the "baby boom" generation, the?e is a
long-term problem beginning after
2010. Equally important, the Commis-
sion agreed that "Congress * * *
should not alter the fundamental
structure of the social security pro-
gram or undermine its fundamental
principles."

There was, however, no agreement
on solutions to the social security
crisis. Commission members were
deeply divided on recommendations to
cover both the short-term and long-
term revenue shortfalls. This impasse
persisted until the middle of January,
at which point the combined efforts of
Commission members, the congres-
sional leadership and the White House
produced the difficult compromise
necessary to achieve an acceptable
package of proposals.

Twelve of the fifteen Commission
members, the President, the Speaker,
and other congressional leaders agreed
that the National Commission's rec-
omniendations strike an acceptable
balance between tax increases and re-
ductions of benefit increases. Since
the report was issued, it has aiso been
endorsed by a broad range of organiza-
tions, including the Save our Security
Coalition, the National Association of
Manufacturers, the United Auto
Workers, the Anercan Council of Life
Insurance, and the Business Round
Table.

No Commission member i satisfied
with every recommendation. No
Member of the Hàuse or Senate will
be satisfied with every recommenda-
tion. But as a January 18 Washington
Post editorial argued, the package
comes "as close to absolute fairness as
any social security revision can ever
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be." The balance, nonetheless, is frag-
tie. The House has succeeded In avoid-
ing significant alterations In the pack-
age. It is our responsibility in the
Senate to do the same.

I have been of the opinion that
throughout these long and difficult
negotiations, more than just social se-
curity has been at stake. An alarming
number of people, social security con
tributors and beneficiaries alike-—
became convinced of the inability of
the Coiigress to govern fairly and ef-
fectively. When 5. 1 passes, we win
have demonstrated not merely that
the social security system fundamen-
tally sound, we will have demonstrated
that there is a center In American poli-
tics, and it can govern. While the
effort and patience needed have been
great, it is without question a point
worth making.

I conclude by sayIng that if we are
on the verge of a historically impor
tant achievement, it could not have
come without the chairman of the Fi-
nance Committee's initiative, commit-
ment, and patience. Our hearings were
open to the widest range of opinion on
this issue and the Committees de1ib
erations were thoughtful and exhaus-
tive. The chairman's willingness to co-
operate made 5. 1 possible, and I want
to express my personal thanks to him.
It is my hope that within a short time
the Nation too will recognize the vaJu
able role he has played in the develop-
ment of a truly praiseworthy piece of
legislation.

I would call the attention of Sena
tor$ to an editorial which, by a happy
bit of serendipity, appeared in the
Washington Post this morning enti-
tled "Social Security Speeds Along." It
begins with the paragraph which I will
take the liberty of reading. It says:

If you get discouraged from time to time
about government's Inability to deal with
the hard problems,, reflect upon the surpris-
ing agility with which the Social Security
rescue legislation is moving through Con-
gress. Not only has the progress been swilt.
but, marvelous to tell, each step along the
way has actually brought additional ixn
provements to the package,

I ask unanimous consent that the
editorial and its full text be placed in
the REcoID at this point.

There being no objection, the edito
rial was ordered to be printed in the
RECORD, as follows:

SOCIAL SECURITY SPs ALONG
If you get discouraged from time to time

about government's inability to deal wfth
the hard problems, reflect upon the surpris
ing agility with which the Social Security
rescue legislation is moving through Con-
gress. Not only has the progress been swift,
but, marvelous to tell, each step along the
way has actually brought additional irn•
provements to the package.

The measure approved by the House 1at
week made better the version proposed by
the National Commission on Social Security
Reform: it solved, in addition to the short
term Soda) Security deficit, the long-term
shortfall. The House would achieve this by
a further increase In the payroll tax in the
next century and by gradually postponing
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the age at which full retirerner:t benefits
can be received from 65 o G'.

The Senate Finaiee Cornmtee bill,
which will come to the Senate floor this
week, provides additional protection for the
fund in the event o severe re(essions and a
better long-term plan for shoring up Ue
program. Th reirerneiit age would be post.
poned by only one rear and the needed sav
ings would come from a sgt reducici in
benefits for ll new retirees. This is a much
fairer approach than that taken by the
House. which would put a heavy burden on
those people who are forced into early re-
tirment by disability or job loss.

The Senate version also allows peopl who
go on working after age 65 to draw full
Social Security benefits startrtg in the next
decade. This is a sweetener for high-income
beneficiaries who would now have to pay
taxes on their benefits, but it would also
help people with relatively modest earnings.

If, as seems likely, the Senate approves
the measure this week, the conferees vtU be
in a happy position. They will need only to
reconcile relatively small differences be-
tween two measures, each of which Is a basi
cally fair atd responsible approach to deal-
ing with an issue that can, without qualifi-
cation, be rated a the most politically sensi-
tive one on the American scene.

Note also that this has been accomplished
without round-the-clock floor battles and
encampments of the elderly staked out in
the halls of Congress—and with admirable
disregard for the mi1liondol1ar campaign of
misleading argument launched by federal
and postal workers' lobbies. Its enough to
make you feel optimistic about the future of
the republic.

Mr. MOYNIHAN. It comments upon
the success of the Finance Committee,
in the view of the Post, in fact improv-
mg upon a measure which the House
passed which, in turn, Improved on the
proposals of the Commission.

With respect to a repeated theme of
my friend's colleague's remarks that
none of us would necessarily approve
any of the details and many wou'd dis-
approve of all, and yet together the
weakness of each provision is the
strength of the whole, a wonderful
phrase, may I point out that in the
House of Representatives Senator
PEPPER, as he is referred to in that
body, moved In the final House floor
consideration an arrangement which
would deal with the long-term prob-
lem without increasing the age of re-
tirement. This had been a matter of
the deepest concern and conviction on
the part of Senator PEI'p for a very
long while, and yet his measure lost
and a measure did pass which would
raise that age to 67, a measure never
contemplated by the Commission, and
which he and I and others opposed in
the Commission, and yet even so
CLAUDE PEPI'ER voted for this measure
on final passage. That is what is at
stake.

What Is at stake is the stability and
confidence in the singemost impor-
tant social program of the United
States today, and the stability of the
system as well, and in that context
confidence In our ability to make hard
choices, to say no even to our best
friends when we judge the public In-
trest to be otherwise because the
public Interest Is everyone's interest,

even when narrowly perceived, partic-
ular interests dufer.

I wou'd like to mak. one statement
then about the bill beore us. In the
Cornmttee on Finance I a pro-
posal to deal with the 1ong-trm pOb-
lem, as it ha been egnatd. by a
proposal to raise the tax rates in the
year 21O. This proposal dd no re-
ceive the approval 01 the Co rnitte. It
received the apprva1 of a bipart i3an
minority of two, and with that in rind
I thereupon proposed to both mem-
bers who had voted for that to vote for
the final proposal, and I do not rneai
to propose the matter on the floor.

I think the Judgment of the Senate,
as reflected in the Finance Coiirnittee.
should be settled. Similarly in the
House Committee on Ways and Means
there was a proposal to deal with the
long-term proNem of shortfa1 by a
combination of a reduction in benefits
and an increase in taxes, and again
while that was overwhe1rnngy ap-
proved in the Ways and Means Com-
mittee, it was not voted on on the
floor, and I think it is well to proceed
from where we are and not to raise
that akernative either, and I will not
do that. I will vote for the proposal as
it emerged from the Finance Commit-
tee and hope it will not in any signifi-
cant way be changed.

I would like to make several points
that may not be as widely recognized
or in some cases simply only recently
have been established that are impor-
tant In this matter.

First of all, with respect to the con-
stituents, the beneficiaries from social
security. It Is commonly stated that
there are some 36 million to 37 million
beneficiaries of social security and
there are sme 110 million or 115 mil-
lion persons paying into the system
for the support of the beneficiaries.

Not so, Mr. President. Every person
in the system, whether still actively
employed and paying into It or retired
and receiving from it, is a beneficiary
of it, because social security provides
the protections of insurance, life in-
surance, disability insurance, care of
the widowed and the orphaned, for ev-
erybody Involved. No person would
deny that an insurance of that quality
is a real benefit. In consequence of
which I think it would be more widely
understood that we are all benefici-
aries of the system, those of us who
are fortunate enough to be members
of it, a condition which we hope that
by the end of this legislation will be
made universaL

The original 1935 egisation 'eft out
a number of groups. One by one they
have been included. Now, with inclu-
sion of Federal employees and, indeed,
employees of the Social Security Ad-
ministration, coverage will be as near
to a reasonable possibility, universal.

A second point I would like to make
is about the stabilizer, as we have
come to call it, and the Senator from
Kansas described it. I would like to
note that during the course of the in-
formal negotiations in January, we
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vre ab!2 to rp::.
of the period 13T I., 2, givin
hypothetical eit€i 1 t
adjustment part of th er.

It is remrkahie ttn i
note that had we hai such a s:abzer
in effect in 197? we woi1d not cm
the floor today. There wnujd b no
shortg' in the fund. On the other
1and, we might no be on the floor
today making changes that are in
themselves wholly desirable—desirable
because there are improvements in the
system in this legislatiorL Th Sriator
from Kansasmentioned but two—the
2 years of credit that are the dropout
credit so called for women who are in
the work force but leave to care for
children and the gradual ejiniinatlon
of the earnings test for persons crer
65 who continue to work.

Mr. President, I depart just a
moment from any rigorous statement
to an anecdotal one, but it is impor-
tant. One of the great public men of
the middle years of this century was
Paul Appleby, confidant of President
Roosevelt, Deputy Director of the
Budget under President Roosevelt and
President Truman, a great writer and
teacher in public administration, a
great American In every sense of that
word. After a long life of public service
and later dean of the Maxwell School
at Syracuse, he retired. As most such
men who had given their life to public
service, he had no savings. He had
only social security and the fact that
he was still in demand for consulting
and other duties, lecturing that he
could carry out.

I remember, in my ear'y years in
Washington In the 1960's, how that
great man had to make every decision
about what he could do, where he
could speak, In terms of would he lose
his social security benefits if somehow
he went over that $6,000 limit. It was
lower than that then. That will be
behind us and ought to be.

I would note that there are a
number of provisions that we are spe-
cifically correcting, such as inequities
in the present system with regard to
older women, and they too are addi-
tionz to the system.

Finally, Mr. President, in order that
we may have some sense of the magni-
tude of the measures we put in force
today or tomorrow or the next day—
and we must put them tn force In this
period in the Congress. else we cannot
make the technical adjustments at the
Social Security Administration to send
out the June checks as they will be re-
quired—I would like to offer for the
REcoIu, Mr. President, estimates of
the cumulative OASDI surpluses
which this measure will bring about.
We asked the Office of Actuary at the
Socia' Security Administration to esti-
mate the period during which the
funds will increase from year to year
until the first moment, the first year,
at which it could be estimated they
will decline. And the Office of Actuary
reports to us that from the year 1982
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to the year 2021. these funds, the
OASDI funds, incrcase each year.

Now, we are cautioned that things
can surprise us. But this is the Office
of Actuary. They make the best judg-
ment they can. And, Mr. President, at
the end of that period, in the year
2021, the cumulative surpluses are
$12.1 trillion. That suggests a consider-
able achievement and the importance
of this measure which we bring to the
floor at this point.

I see that my distinguished friend,
the minority whip, the Senator from
California, is on the floor. We would
be happy to hear his views on these
matters.

Mr. CRANSTON. I thank my friend
from New York. I appreciate his elo-
quent statement with regard to the
importance of social security.

UP AMENDMN NO. 68
(Purpose: To require the Secretary of

Health and Human Services to prepare an
implementation report on earnings shar-
ing for social security purposes)
Mr. CRANSTON. Mr. President, I

send an unprinted amendment to the
desk and ask for its immediate consid-
eration.

The PRESIDING OFFICER. (Mr.
PRssL). The clerk will report.

The legislative clerk read as follows:
The Senator from California (Mr. CRAN-

STON) proposes an unprinted amendment
numbered 68.

Mr. CRANSTON. Mr. President, I
ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
On page 172, between lines 5 and 6, insert

the following new part:
PT E—EAIINGs SHARING IrIPLEMX?TATION

REPORT
SEC. 161. (a) The Secretary of Health and

Human Services (hereinafter In this Part re-
ferred to as the 'Secretary") shall develop,
in consultaUon with the Senate Committee
on Finance and the Committee on Ways and
Means of the House of epresentatIves, pro.
posals f fir earnings sharing legislation as de-
scribed in subsection.

(b) The Secretary shall report such pro-
posals to such committees not later than
January 1, 1984. The report and proposals
provided to such committees shaH—

(1) take into account, discuss, and anajyze
the impact of earnings sharing on various
categories of social security beneficiaries
and include recommendations for the imple-
mentation of earnings sharing which iay
be necessary to provide adequate protect1oi
for particular classes of benericiaries;

(2) include specific recommendations with
respect to an approprtate and 1eaibIe time
period or time periods for implementation
of such proposals along with recominenda-
tions for any transition provisions which
may be necessary or appropriate; and

(3) provide cost-thipact. analyses on each
proposal presented.

(b) For the purposes of subsection (a), the
term earnings shrhig" refers to proposa's
that, the combined arnins of a hu8band
and wife during the period of their marriage
shall be divided equaU and shared between
thcni for socta security benefit purposes.

(e.) In preparing the report and proposals
eqfflred in subsection a), the Secretary

shaB include consideration and analysis of
the earnings sharing proposals contained in
(1) S 3. 98th Congress, 1st Session, (2) H.R.
1513, 97th Congress, 1st Session, and (3) the
earnings sharing option described in the
report entitled Social Security and the
Changing Roles of Men and Women", sub-
nutted to the Congress pursuant to Public
Law 95-216, the Social Security Amend-
ments of 19'?'?.

(d) In carrying out subsections (a), (b),
and (c), the Secretary shall consult with the
Director of the Congressional Budget
Office. Not later than 30 days alter the Sec-
retary submits the report required in sub-
section (a), the Director of the Congression-
al Budget Office shall submit a report to
the committees identified in such subsection.
on the methodologies, recommendations,
and analyses used in the Secretary's report.

Mr. CRANSTON. Mr. President, this
amendment would direct the Secre-
tary of Health and Human Services, in
consultation with the Committee on
Finance, the Committee on Ways and
Means of the House, and the Director
of the Congressional Budget Office, to
develop proposals for implementation
of earnings-sharing legislation for the
purposes of social security benefits
and report those proposals to the ap-
propriate committees of Congress no
later than January 1, 1984.

I have discussed this with the distin..
guished chairman of the committee. I
modified the amendment to meet one
concern of his and I am delighted he
now looks upon it with favor, and I
trust that is also true with the distin-
guished Senator from New York.

BACKGROtJND

Mr. President, last year I introduced
legislation, S. 3034, and again this year
as S. 3, which would provide for the es-
tablishment of a system of earnings
sharing within the soca1 security
system.

Earnings sharing basically means
that the combined earnings of a hus-
band and wife during the period of
their marriage would be divided equal-
ly and shared between them for social
security purposes. Marriage, for the
purposes of social security, would be
regarded as an economic partnership
arid each spouse would receive equal
social security credits for earnings ac-
crued during the course of the mar-
rage. The earnings-sharing corcept is
very similar to the community proper-
ty model, which is increasngy the
basis for division of all property or
property rights—including private
pension righs—acqujred during mar-
iage.

Mr. President, I was very pleased
that 6 of the 15 members of the Social
Security Reform Commissjrn in Janu-
ary specifically referred in thefr sup-
p1enenaI statements to the earnings-
sharing concept as the most promising
and direct approach t deaIjg with
the fundarnena] inequiUe raced by
women under the social security
system. They urged that steps be
taken now to work out the details for
implementation of earnings sharing.
The amendment I am offering would
set in motion the process toward deve!-
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oping a concrete and viable plan of
action to achieve this goal.

IM'LEMENTATION REPORT: NOT A STUDY

Mr. President, I want to stress that
this amendment does not call for an-
other study. We did that in 1977. The
1977 social security amendments in
section 341 called for HHS to study
the problems facing wemen under the
social security system. The report de-
veloped as a result of the 1977 amend-
ments presented the earriingssharing
model as one of two possible options
for dealing in a comprehensive fashion
with the problems facing women
under social security. Other comnils-
sions and task forces—both public and
private—which have looked at the
problem have also identified earnings
sharing as the most promising alterna—
tive for providing equity for women
under the social security system. What
needs to be done now is to work out
and test the details on how a specific
earnings-sharing model can be imple-
mented, and determine what type of
transition provisions are needed and
what modifications in the basic earn-
ings-sharing concept are necessary in
order to provide adequate protection
for various categories of beneficiaries.

Mr. President, at the time I Intro-
duced an earnings-sharing proposal in
the Senate, I noted that there were a
number of complex technical issues
that would need to be resolved during
the course of eonsderation of earn-
ings-sharing legislation. However, as
one of the Social Security Reform
Commission members noted In urging
action on earnings sharing:

The fact that transition to such a pro-
gram will be complex to design and imple.
ment should not prevent this much-needed
change. Work on the program should begin
now so that the details can be worked out
and Communicated well in advance.

The amendment which I am offering
today is designed to do that. It is pat-
terned after the amendment adopted
in the 1982 Tax Equity and Fiscal Re-
sponsibility Act which directed HHS
to develop specific proposals for imple-
mentation of prospective reimburse-
ment for medicare. The expertise of
HHS along with CBO would be fo-
cused upon providing Congress with
concrete proposals and a data base
upon which legislative action can be
taken in the very near future. I am
convinced that this type of implement-
ing analysis should precede enactment
of earnings sharing and that we need
to take actiozi now so that the techrn-
cal and programmatic issues can be re-
solved in a responsible, yet timely
fashion.

SOCIAL SECURITY AND TH NE'DS O' WOM
Th principal problem with the cur-

rent social security system as It reiat.es
to th needs of women is that the pro-
gram has not adapted to the profound
changes in the role of women in our
society since the social security system
was founded.

In the 1930's when the social secu-
rity program was created, the typica!
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American family consisted of a man
who was a full-time worker and his
wife who was a full-time lifelong
homemaker. The labor force participa-
tion was less than 17 percent and
fewer than 1 in 12 marriages ended in
divorce. The social security benefit
structure was thus established on the
concept of a ifelong couple with one
wage earner and a dependent spouse.

The situation has dramatically
changed over the past 50 years and
the typical family of the thirties and
forties is not the typical family of
today. Women have become a major
part of America's work force, enrich-
ing the world of work with their con-
tributions and productivity, despite
continuing wage discrimination and
employment barriers. The percentage
of married women in the work force
exceeds 50 percent and it has been es-
timated that 90 percent of all women
spend some portion of their lives in
the work force, many of them moving
In and out of the roles of wage earners
and homemakers as the needs of their
families change. It is no longer true
that women are likely to be either life-
long homemakers or lifelong wage
earners; these roles are combined and
interchanged throughout a lifetime.

Similarly, we must recognize, like it
or not, that the status of marriage has
changed dramatically over the past 50
years. Today, one in three marriages
ends in divorce.

Mr. President. depsite these massive
changes in our society, the social secu-
rity system has continued to operate
on the basis of a philosophy designed
for an era when most women did not
work and when most women were part
of a lifelong marriage. Consequently,
the current system works well only for
those women whose family and work
patterns have not changed from the
thirties and forties. For the vast ma-
jority of women and families that no
longer fit into that pattern, the
system falls to provide either ade-
quately or equitably for their needs.

Both homemakers and women in the
labor force are inadequately protected
under the current system.

Women who work outside of the
home often find that their social secu-
rity benefits are no higher than they
would be if they had never paid into
the system. Members of two-earner
fainihes often find that they receiveS
lower social security benefits than
one-earner families with precisely the
same lifetime earnings records.

The mequities of the current system
can be even more acute for those
women who have been fu1l time home-
makers and are displaced from that
role, either by divorce or the death of
a spouse. After years of work as a
homemaker, a divorced women may
find herself without any work record
of her own and eligible for social secu-
rity beneifts only as a dependent
spouse—at 50 percent of what her
former spouse receives. A homemaker
also receives no protection against dis
ability under the current system.

A woman who drops out of the labor
force for child rearing is also penalized
since the current system rewards con-
tinuous work patterns. Each year she
remains out of the work force to care
for her children can reduce her ulti
mate social security benefits.

Mr. President, under the earnings-
sharing concept, the combined earn
ings of a couple would be divided
equally. Each spouse would have a sep-
arate social security account and
would accrue credits equally during
the period of their marriage. Home-
makers would receive disability and re
tirement benefit protection in their
own right. The current bias against
two-earner families would be eliminat-
ed. Women who enter and leave the
work force to fill necesary child-rear-
ing roles would no longer be penalized
by gaps in their social security cover-
age.

Mr. President, the earnings-sharing
concept represents a fair and equitable
approach to revising the social secu-
rity system to reflect the changing
role and needs of women and their
families.

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, I thank
the distinguished Senator from Cali-
fornia. The only question the Senator
from Kansas had was the date. That
has been changed to January 1, 1984.

Mr. CRANSTON. That is correct.
Mr. DOLE. As the Senator knows,

the consensus package of the National
Commission included some of the rec-
ominendations to improve the equity
of the social security system for
women. In addition, it includes a provi
sion offered by Senator ARM5TRONG
that has already been referred to,
which will allow people who are out of
the work force caring for children
under 3 to drop up to 2 years of earn-
ings m the computation of their earn-
ings history.

I think this is a good amendment
which I support. It does take it beyond
the study stage. It indicates we shall
develop In consultation with the
Senate Comniittee on Finance and the
House Comniittee on Ways and Means
proposals for earnings sharing legisla-
tion described m section (b). That has
been made part of the record.

I an prepared to accept the amend-
ment. 31 thank the distinguished Sena-
tor fron Calilornia not 3ust for the
amendment, but for his past interest
n this problem. This is an area of dis-
crimination or inequity, whatever we
xay e.1 ft. The Senator from Califor-
ia has been in the forefront in trying
to correct it.

M CRANSTON. I thank the Sena-
tor from Kansas very much.

Mr MOYNHAN. Mr. President,
nay I simply associate myself with the
views of the chairman of the Finance
Committee. This is a matter that the
Commission dd very much concern
itsei wfth. The amendment of the
Senator from California will ut that
cmcern into statutory lauguage and
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set about a proces by which we wiji be
able to do this n the context of time
and when we wW more than likely
have the funds. That is a neccsarY
combination.

Mr. CRANSTON. tl.tank my friend
from New York.

Mr. President, I move adoption of
the amendment.

The PRESIDING OFFICER. Is
there further debate? If not, the ques-
tion is n agreeing to the amendment.

The amendment (UP No. 68) was
agreed to.

Mr. CRANSTON. Mr. President. I
move to reconsider the rote by which
the amendment was agreed to.

Mr. DOLE. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed o.

UP AMENDMENT NO. 69

(Purpose: To conform certain Veterans' Ad-
ministration pension law to accommodate
the proposed six-month delay in cost-of-
living adjustments)
Mr. DOLE. Mr. President, I send a

technical amendment to the desk on
behalf of the distinguished Senator
from Wyoming (Mr. SIMPsoN) and ask
for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Kansas (Mr. Doz.E), for

himself and Mr. SIMPsoN, proposes unprint-
ed amendment numbered 69.

Mr. DOLE. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
On page 75. between lines 7 and 8, insert

the following: (e) Section 403(b) of the Om-
nibus Reconciliation Act of 1982 (Public
Law 97-253) is amended to read as follows:

"(b)(1) Except as provided in paragraph
(2). the amendment made by subsection
(a)(1) shall apply with respect to amounts
payable for periods beginning after May 31,
1983.

'(2) In the cases of fridividuals to whom
pension is payable under sections 521, 541,

and 542 of title 38, United States Code, the
amendment made by subsection (a)(1) shall
take effect on the first day after May 31,
1983. that an increase is made in maximum
annual rates of pension pursuant to section
3112 of title 38. United States Code.".

Mr DOLE. Mr. President, this
amendment will not in any way aiter
the ubsance of the package of social
security reform we are considering
today. It will imp1y conform VA pen-
sion law to those reforms. It will affect
only the payment of certain veterans'
beneffts, not the payment of any
cia1 security benefits. Its sole pur-
pose is to protect VA pensioners from
any reduction in thefr monthly bene-
fits.

I ththk the Senator from California
should be added as a cosponsor to the
amerdment.

Mr CRANSTON. Yes.
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The PRESIDING OFFICER. With-

out objection, it is so ordered.
• Mr. SIMPSON. Mr. President, this
amendment concerns the effect of the
6-month cost-of-living adjustment (or
COLA) delay for social security on the
Veterans' Administration improved
pension program.

Pursuant to the reconciliation re-
quirements imposed by last year's first
concurrent budget resolution, Senate
Concurrent Resolution 92, the Senate
Veterans' Affairs Committee reported
out legislative language which pro
vided that, In computing amounts of
monthly non-service-connected VA
pension payments, amounts of 99
cents or less shall be rounded down to
the next lower dollar. This provision,
which was enacted as section 403 of
the Omnibus Reconciliation Act of
1982, Public Law 97—253, was made ef-
fective "with respect to amounts pay-
able for periods begthnlng after May
31, 1983," so as to coincide with the ef-
fective date, under section 3112 of title
38, United States Code, of this year's
COLA for the Improved pension pro-
gram enacted In the Veterans' and
Survivors' Pension Improvement Act
of 1978 (Publlc Law 95—588). tInder
that section, monthly amounts of such
pension are increased at the same time
and by the same percentage as title II
social security benefits are Increased
pursuant to section 215(1) of the Social
Security Act, which currently provides
that benefits shall be increased effec-
tive on June 1 of each year.

The congressional intent underlying
last year's rounding-down enactment
was stated as follows In the joint ex-
planatory statement accompanying
the conference report on the Recon-
ciliation Act—House Report No, 97-
759, at 83:

The conferees stress that this provision
will become effective at the same time as
the cost-of-living adjustment In the rates for
the "improved" pension program (enacted
in Public Law 95-588), pursuant to section
3112 of title 38, scheduled for June 1, 1983,
with the result that no such pensioner's
monthly rate will be, by virtue of this provi-
sion, reduced below the amount paki for the
previous month.

We feel that, in order to preserve
and give full force and effect to this
congressional intent, it is necessary
that any social security COLA delay
that is encted in S. 1 be accompanied
by a corresponding and simultaneous
delay in the effective date of the
rounding-down provision contahied in
section 403 of the 1982 Reconciliation
Act. Toward this end, the present
amendment would delay the effective
date of the rounding provision only
with respect to improved pension
while retaining that provision's cur-
rent effective date—June 1, 1983—for
old, nonindexed pension paabIe
under section 305(a) of Publlc Law 95—
58a.

In short, Mr. President, this amend-
m€nt s entirely cnsstent with the bi-
partisan program o reforms contained
in S. 1, and is not intended to a'ter,
anend. or undercut aiy of those re-
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forms. I would strongly urge its adop-
tion.

Mr. DOLE. Mr. President, I know of
no objection. This has been cleared on
both sides.

Mr. MOYNIHAN. Mr. President, it is
emphatically approved by this side.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (UP No. 69) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. MOYNIHAN. Mr. President, I
move to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. HEINZ. Mr. President, I rise In
support of H.R. 1900, the bill reported
by the Senate Finance Committee, to
implement the recommendations of
the National Commission on Social Se-
curity Reform.

Mr. President, at the outset, I would
like to pay tribute to the chairman of
the committee, Senator DOLE, whom
Senator MOYNIBAN and I had the
privilege of serving with as members
of the National Commission on Social
Security Reform.

I believe the Senator from New York
referred to the first paragraph in
today's Washington Post editorial
which comments that at each step
along the way the work of the Com-
mission has been Improved upon and
that In the Senate and In the Senate
Finance Committee it has been un-
proved still further.

Certalnly, we all are very privileged
to have had the leadershtp of the
chairman of the Finance Committee,
He has been tireless in his efforts to
find ways to do a better job within the
understanding arrived at among the
members of the Commission and with
Senator BAKER, Speaker O'NEIu, and
the President. I believe with his guid-
ance and help we have indeed been
able to do that.

I secondly want, to pay my tributes
to the senior Senator from New York,
Senator MoyNIitN, who, it s literally
safe to say, rescued the Ccmmsson in
its moment of deepest and darkest de-
spair, namely on the very day that we
were all coming back to the Senate
floor on January 3 to business as
usual, But since the Senator from New
York does not go about business as
usual and never has in his distin-
guished public career, he was able to re-
store the process that had somehow
begun to drift away from us over the
Christmas recess, and it s thanks to
his initiative, and I mean thf s sincere-
ly, that we are here at all. Any of the
accomplishlLrlents of the President, the
Speaker, or any of the rest of us would
not have been posib1e without that
n!tiative. I think we all owe him a
deep debt of gratitude.

Indeed, Mr. President, L think that
even the critics of this package—Sena-
tor ARMSTRONG, as a member of the Fi-
nance Committee and as member of
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the commission—have had a very posi-
tive, salutory impact upon it.

Several of the amendments in this
legislation come about because of the
interest of Senator ARMSTRONG in
trying to make sure that this package
really did the job. I do believe that
this package does do the job and, in
that respect, rises above even the most
optimistic expectations that any of us
might have had for this effort.

When I say it does the job, I do not
mean that it just addresses the short-
term deficit; I do not mean that it just
addresses, for the first time that I am
fanilliar with, the long-term deficit. It
does so with a variety of safeguards
and pollcy choices that are both re-
sponsible and necessary. Uneasy
choices admittedly, but responsible
and necessary assuredly.

I shall have more to say about that
in just a moment, but the reason I
stress that point is that, at this very
moment, roughly three out of four
Americans under age 45 say to people
like Lou Harris or George Gallup that
they do not believe there Is going to be
a social security system when they
retire. This bifi, which does the job in
meeting the solvency tests not just of
the next 6 years but the next 75,
should help restore public confidence
in substantial measure. If there Is any-
thing we politicians are capable of
doing, we bhould meet the test of reas-
suring those millions of Americans
upon whom the very continuation of
the social security system truly de-
pends.

I have often said that this legislation
is important not just to 38 million
people—the retirees, their survivors,
those who are disabled—by securIng
them against some kind of catastro-
phe, but I think it secures the inter
ests of the 100-million-plus payees into
social security. When we pass this bill,
we cannot be accused any more of
giving only some kind of idle chatter
or meaningless taik when we give a
commitment to a strong social security
system.

This bill insures the future financiai
integrity of the old age, survivors, and
disability insurance trust funds. It pro-
vides a rescue plan which should
hearten all beneficiaries and workers
who have feared for the future of the
social security system.

Contained in this bill are measures
which can restore the solvency of
social security for the foreseeable
future with no reductions m current
social security benefit levels and no in-
creases in payroll tax rates above
those already scheduled hi the law.
The bill reaffirms the soundness of
the basic structure of social security
by making balanced and minimal ad-
justinents to provide immediate relief
front the short-term financing prob
lems and to restore the long-term sol-
vency of the program.

MEETING SHORT-TERM 'INANCING MEDS
The financing package reported

from the committee inproves the f i-
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nancing of OADI by $165.5 billion
over the next 7 years under intermedi-
ate assumptions. With only a modest
Improvement in the economy, this
amount will be sufficient to pay bene-
fit checks on time throughout the rest
of the decade without resorting to any
of the various fai1safe provisions in
the bifl.

However, in the past the Congress
has been overly optimistic in its fi-
nancing assumptions. The 1977
amendments were based upon interme-
diate assumptions which projected
surpluses in OASDI beginning in 1980,
with reserves accumulating to 7
months of outgo by 1987. Instead, be-
cause of several years of unanticipated
double-digit inflation, declining real
wages, and high unemployment, defi
cits continued in OASDI. drawing re
serves down to 1 month's payout by
the end of 1982.

The significant departure from pre-
vious social security financing efforts
in this financing package is that it is,
in fact, going to do more than merely
enable social security to squeak
throuh the decade under some kind
of middling or, if you will, intermedi-
ate assumptions. The bill contains,
through the direct linancing measures
that have been wefl recorded, a
number of fail-safe provisions designed
to go Into effect whenever reserve
levels become dangerously low. The
first failsafe is the automatic crediting
of the trust funds with a fufl month's
revenue whenever reserves fall below
12 percent of annual outgo.

This tax transfer enables the trust
funds to continue making timely bene-
fit payments as long as monthly rev-
enues wifl cover the checks. The
second fail-safe is authorization to
continue borrowing among the three
trust funds until 1987. If these two
provisions are Insufficient to fInance
benefit payments, the third fail-safe, a
graduated COLA reduction, would be
triggered Into effect, with appropriate
notice.

The short-run financing safeguards
In this package are important because
they should enable social security to
continue making timely benefit pay-
ments even if economic conditions,
contrary to expectation, deteriorate
through the rest of the decade. Even
under the social security's trustees
most pessimistic economic assump
tions, only the use of normalized tax
transfers would be necessary to enable
social security to continue making
benefit payments without interruption
throughout the decade.

So, Mr. President, in sum, what we
have achieved is a new effort to plan
for the worst, and it is significant be-
cause. in the past, we have always
planned while hoping for the best.

Mr. President, that has not, as we
know, been good enough. This effort
today before us reverses a good deal of
wishful thinking, that I wish we had
not done.

The bill before us provides adequate
short-term financing for social secu-
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rity without placing an undue burden
on any single group of beneficiaries or
taxpayers. Ultimately, there is no
painless solution to social security's f I-
nancing problems, but this package
spreads the pain that there is as
evenly as possible. 4bout a third of
the $165.5 billion in new financing
would affect employers and workers, a
third would affect other accounts In
the budget, and a tIrd would affect
beneficiaries. Because the financial
burdens are broad'y shared, they are
minimal for any particular group of
individuals.

In addition, the timing and sequeice
for Ixnplement,iiig the various propos
als in the package is designed to cush-
ion their linpact. The substantial im-
mediate financing need in social secu-
rity would be met primarily through
transfers from other accourts in the
budget—$19.2 biflion would be trans-
f erred from the general fund in the
first year alone. Significant payroll
tax Increases would be postponed until
the last 2 years of the decade to avoid
any adverse consequences for econom-
ic recovery. The sequencing of this f I-
nancing package makes it possible to
provide sufficient revenues in the
early years without drastic or immedi-
ate changes in the structure of the
system.

I would like to say a few words about
long-term financing.

More impressive than the success of
this legislation in resolving the short-
term financing problem in social secu-
rity Is the fact that It would totally
eliminate the long-term deficit cur-
rently forecast under intermediate as-
sumptions, for the first time in a
decade. The Congress has faced a pro-
jected 75.year deficit in OASDI con
tinuously since 1972. Enacting the
Senate bill would actuafly leave the
trust funds with an unheard of long-
run surplus of 0.08 percent of taxable
payrofl. Enactment of this bill would
thus do more to restore public confi-
dence in social security than any other
single action the Congress could take.

Two-thirds of the financing Improve-
ments in the long run come from pro-
posals which are included primarily to
meet the Immediate financing needs of
the program. The other third comes
from a combination of proposals de-
signed specifically to resolve the long-
term financing problem. This long-
term solvency package Incorporates
four changes which in combination
improve the financing of the program
by an estimated 0.74 percent of tax-
able payrofl over the next 75 years.
These changes are: One, to gradually
raise the age of normal retirement
from 65 to 66 between.2003 and 2015,
leaving the early retirement age at 62;
two, to gradually reduce relative bene-
fit levels in OASDI by 5.3 percent be-
tween 2000 and 2008 so that by 2008
workers on average would receive 40
percent of their preretirement earn-
ings from social security, instead of
the 42 percent anticipated under cur-
rent law; three, to gradually phase out
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the earnings limit for persons 65 and
older beginning in 1990, by raising the
limit by $3,000 a year over the indexed
amount until the earnings limit is
completely elimiEated in 1995: and
four, to allow persons who leave the
labor force to care for a child under 3
to nc1ude 2 additional dropout years
in computing their social security
benefits.

Splitting the long-run solution be-
tween raising the retirement age and
reducing replacement rates spreads
the added costs of financing the pro-
jected growth In the beneficiary popu-
lation equitably among those who wifl
be beneficiaries in the 21st century,
and provides adequate advance notice
to aU who wAU be affected In those
years. There are sound arguments in
favor of each of these adjustments. By
combining them, it is possible to make
only minor adjustments to assure that
adequate social security benefits are
available for all those who will rely
upon them 30 or 40 years from now.

One e1ement of the long-run solu-
tion is to raise the normal retirement
age by only 1 year. This increase in re-
tirement age is only a partial response
to increases in life expectancy which
have occurred over the past 40 years
and are expected to continue over the
next 60. For men aged 65, life expec-
tancy has increased by 2 years since
1940 and is expected, under intermedi-
ate assumptions, to increase by an-
other 3 years before 2040. For women
aged 65, life expectancy has increased
by 5 years since 1940 and is expected
to increase by another 4 years before
2040. An increase of 1 year in the
normal retirement age is a modest re-
sponse to this change.

I was very pleased with the third
paragraph in today's Washington Post
editorial, which I am going to quote. It
says:

The Senate Finance Committee bill,
which will come to the Senate floor this
week, provides additional protection for the
fund In the event of severe recessions and a
better long-term plan for shoring up the
program. The retirement age would be post-
poned by only one year and the needed sav-
ings would come from a slight reduction in
benefits for all new retirees. This Is a much
fairer approach than that taken by the
House. which would put a heavy burden on
those people who are forced into early re-
tirement by disability or job loss.

Mr. President. that is exactly right.
We have a far better bill than the
House, which mandates that the re-
tirement age eventually change from
age 65, not to age 66 but to age 67.
What we have done to pick up the ad-
ditional money is, in effect, lower the
so-cafled replacement rate by about 5
percent. What that means in English
is that, in comparison to the roughly
42 percent of earnings replacement—
preretirement earnings replacement
that people now get from social secu-
rity—that percentage, instead of being
42 percent, will be about 40 percent re-
placement, a very small change,
indeed. That change wou'd be graduaL
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ly phased in from the year 2000 to
2008. It is a change of such a small
magnitude that we can say with virtu-
al assurance that the standard of
living of people retiring just on social
security will be, notwithstanding that
change, substantia1ly better than it is
today.

The reason we can say that, Mr.
President, with some assurance as we
look 25 years into the future, is that it
has been historically true over long pe-
riods of time that wages grow substan-
tially faster—history says 1.5 percent
faster—than prices. If you take the
conservative estimate and say wages
are going to grow 1 percent faster
than prices, what that means is that
preretirement earnings 25 years from
now should be reflecting, even with
those conservative assumptions, a 25
percent improvement in the reai
standard of living for all Americans,
including those just about to retire.

What that means, Mr. President, is
that, even with this change in the re-
placement rate, there will be a very
substantial improvement In the stand-
ard of living, not just for Americans
before they retire but for those after
they retire. Arid we have met our com-
mitment to insure that all Americans,
retired or not, do participate n the
real growth of this country. I am very
pleased to have been able not only to
make that commitment, but to keep it.

Mr. President, one of the things that
is unfair about raising the retirement
age to age 67 is that it affects different
people very unequally. It Is not that it
is illogical policy. It is not illogical
policy because we are living longer. We
are expected to live longer with the
additional advances in medical science.
Indeed, life expectancy, as I have said,
has increased for men of age 65 by 2
years since 1940. It is expected under
intermediate assumptions to increase
by another 3 years before the year
2040. For women aged 65, life expec-
tancy has increased by 5 years since
1940, and it is expected to increase by
another 4 years before the year 2040.

In adrth. ion, an increase in the retire-
ment age 20 years from now should co-
incide with changes in preferences for
work after the turn of the century.
Today, quite naturally, workers who
have spent 40 years on the production
line or in manual labor look forward to
retirement at age 62 as a right they
have earned. In addition, employers
facing labor surpluses have been will-
ing to offer older workers added pen-
sion benefits to take early retirement.
With few other job opportunities,
older workers encouraged to terminate
with one employer stand little chance
of finding employment with another.
Early retirement benefits under social
security have provided the unem
ployed and the unhealthy older
worker a chance to retire early wIth
some dignity.

However, there is an increasing
probability that preferences and op
portunities for work will be quite dif-
ferent after the turn of the century.
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Demographers project the develop-
inent of labor supply shortages toward
the end of this century, leading to an
increasing demand for older workers.
In addition, today's younger genera-
tion, which entered the labor force
later, has developed a higher level of
education and skills, and has worked
in 1css physicafly demanding occupa-
tions than their elders, may prefer to
work longer than the current genera-
tion of retirees.

While the average worker may
choose to delay retirement, there will
still be categories of workers—primar-
ily those in stressful or hazardous
jobs—who will need to maintain the
option to retire early. There will con-
tinue to be workers with poor heaith,
low skill levels, and inconsistent work
histories who will be unable to work or
will be unable to find employment
when they are older.

For those who can work longer, rais-
ing the retirement age will conform to
their choices and their opportunities.
Combined with the incentives in this
package to delay retirement—the In-
crease in the delayed retirement credit
and phase out of the earnings limit—
raising the retirement age should help
to dilute the strong association which
has existed In the past between age 65
and retirement.

So, while people may be livmg
longer, there is very inconclusive evi-
dence that those living longer are
going to be able to work proportion-
ately longer,

In technical terms, our improve-
ments In morbidity do not necessarily
keep up with our improvements in
mortality.

For those who can not continue
working past age 62, improvements
should be made In disability insurance
(DI), supplemental security income
(SSI), and unemployment compensa-
tion to assure that those wiable to
work longer are not unfairly or unnec-
essarily punished for events which are
fuily beyond their control. Raising the
retirement age only 1 year assures
that benefit changes fror this propos-
al will be modest.

It is for that reason that I am going
to offer an amendment that is goüig to
urge that there should not be action
taken in the future to make improve-
ments In our disability insurance pro-
gram, to make improvements n our
supplemental security income program
and In unemployment compensation,
to assure that those people who are
unable to work longer are not unfairly
or unnecessarily punished fo events
which are beyond their controL When
I say they would be punished, imagine,
if you will, the difference in cIrcum-
stances between someone who might
have to retire at age 64 under current
law versus age 64 under the House
proposal. The difference ü today's
terms would be that if the House bill
were enacted, the iridivduaJ1 would be
forced to take roughly a 14-percent cut
in retirement benefits—while others
who could work longer would take no
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cut in benefits at all. That is what I
mean by an unequal burden.

In addition to raising the retirement
age 1 year, the long-term solution em-
bodied in this bill would reduce rela-
tive benefit levels for future retirees
by 5.3 percent from those anticipated
under current law. This adjustment
would be accomplished by gradually
reducing the percentage factors in the
benefit computation formula begin-
ning in 2000 until a 5.3-percent reduc-
tion is achieved for those becoming en-
titled to benefits after 2007.

Interest in slowing the growth in
real benefit levels in the long run has
resulted from concern about the ef-
fects of the tremendous ad hoc across-
the-board benefit increases granted to
social security beneficiaries in the late
1960's and early 1970's. Across-the-
board Increases of 43 percent between
1968 and 1971 and 20 percent in 1972
raised nominal benefit levels by more
than twice the rate of inflation. These
substantial real increases in benefits
helped in the early 1970's to cut the
rate of poverty among the elderly in
half. However, coupled with uninten-
tional increases in real benefit levels
resulting from the "double.indexing"
of initial benefits in the mid-1970's,
these increases also contributed to the
decline in essential trust fund reserves.
The 1977 amendments reduced the
projected long-run replacement rate
for future beneficiaries from 55 per-
cent to 42 percent in an effort to stabi-
lize the financing of the program.
Some believe this still left long-run re
placement rates nearly 10 percent
higher than intended in the legislation
of the early 1970's.

An across-the-board 5-percent reduc-
tjon in benefits would still provide for
real increases in benefits in the future.
However, social security benefits
would be slightly lower In relation to
preretirement earnings than they
would be under current law. Because
this adjustment In benefit levels is ac-
complished through the benefit for-
mula, it will affect all social security
beneficiaries—retired, survivor, and
disabled—equally, unlike the adjust-
merit in retirement age which would
affect only retired beneficiaries. For
this reason, it spreads a relatively
small adjustment across a much larger
group than the group affected by the
retirement age. And the adjustment is
fairer, because It makes the same pro.
portionate reduction for everyone,
rather than have its effects on bene-
fits vary depending on the responses
of indiviclua1s,

The combination of these two pro
posals in the long run, accompanied by
benefit increases to encourage delayec
retirement and special programs to aid
those who cannot delay retirement.
should result in relatively minor bene-
fit adjustments for any particular
group of individuals. As with the
changes made in the short term to
meet the emergency financing needs
of the program, the long-term changes
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represent a blend of propos.1s to
achieve a fair and balanced package of
reforms to insure the continued viabil
ity of the socia' security program.

In conclusion, the most serious prob-
lem in social security has not been the
financing shortfall, but the cris in
public confidence. In the I;t few
years, the proportion of the popula
tion between 18 and 49 with little or
no confidence in the future of social
security has grown from Just under
half to over threecjuarter3. This mas-
sive loss in public confidence should be
genuine cause for alarm because the
whole social insurance system rests
upon a compact across generations.
Younger workers pay taxes to finance
benefits to today's retired and disabled
beneficiaries with the expectation that
younger generations of the future will
do the same for them when it is their
turn to retire. Growing doubts about
the future of social security threaten
to undermine the willlngness of work-
ers to support the payroll tax upon
which the entire system rests.

The bill before us represents a dra-
matic step toward restoring public
confidence in social security. For the
first time in more than a decade, with
the enactment of this egisiation,
there will be no long-run or short-run
financing shortfall in social security.
In addition, despite the years of public
debate and political stalemate 'eading
up to this legislation, the Congress has
demonstrated this year that it can
work quickly and in a bipartisan fash-
ion when necessary to maintain this
Important social institution. The com-
mitment to preserving the social secu-
rity system which we demonstrate by
our actions this week will be an impor-
tant indicator to today's younger
workers that social security is as per-
manent as the Government which op-
erates it.

I think, Mr. President, that our bill
achieves a good balance. I hope we do
not retreat from the position in this
bill in conference, and that we fight
very hard to retain the ability of
people who, having retired, wifl not
see their earnings taken away and
offset their socia' security.

We, as you know, do e'iminate in
this leglslation starting in 1990, the
so-called earnings test, to which I say
good riddance, because it has achieved
a good deal of confusion discomfort.
and even heartbreak for many rather
fearful senior citizens who have wor-
ried that if they earned, somehow, $1
dollar more than the $5,500 or $6,000
the law permits without an offset,
they somehow were doing something
wrong. I also think that the provision
added by the Senator from Colorado
ii the additional dropout years for
women is a very important step for-
ward.

So, Mr. President, in sum, I. hope my
colleagues will support this measure.
it represents an enormous amount of
work. It Is something that all members
of the Finance CommIttee made major
contributions to. I do not think any of

us wculd labor under the illusion that
it is totally perfect. We do not know
how to write perfect legislation yet
and probaNy never will, but this is as
good a product as has been my privi-
lege to vork on behalf of, and I do
urge my friends and o1leagues to sup-
port it.

The PRESIDING OFFiCER. The
Senator from New York.

Mr. MOYNIHAN. M. President.
before the senior Senator from Penn
sylvania may have to leave the floor, I
should like to have him hear from me
in person just ths one slatarnent. He
called attention to he editorial com-
ment in this morning's Wasi'üngton
Post which, very accurately in my
view, states that the provi!ons that
the Senate Finance Cornrnttee made
to resolve the long-term gap in the
deficit, that period which appears in
the outer third of the 75-year period,
are superior to those that emerged
from the House.

What the Senator from Permsylva-
nia did not say is that it is he who fa-
shioned that provision, and it was his
eIforts his abiity to see the parts of
compromise, bring a coalition togeth-
er, that not only passed the measure
in the Finance Committee but earlier I
observed, that although a'ternative ar-
rangements had been contemplated by
the Democratic members of the Com-
mission, we would not offer them. We
would support the measure as was re-
ported. And whilst I thank him for his
extraordinarily generous remarks
about the Senator from New York, I
would like to put the record clear
about who did this job. It was the Sen-
ator from Pennsylvania.

I should-like to add one other note.
We have been doing some quick calcu-
lations on the subject of what Keynes
called "the mirade of compound inter-
est" and I would report to the Senator
and to the Chamber that If real wages
rise 1.5 percent in the next 30 years,
which is a very modest rise, certainly
historically attained, real wages will be
56 percent higher than they are now.
If as a result of the changes in this
program, the wage replacement rate of
benefits Is 40 percent rather than 42,
we will still be working ftom about a
50 percent higher base, so that real
benefits will be very considerably
higher. I again thank him for his gen-
erority

Mr. HEINZ. If the Senator will yield.
the Senator is absolutely correct: I
had meant to say this, but I do thank
the Senator for his kind words. He is
quite right about the miracle of com-
pound Interest. I had left that our of
my explanation not because I am to-
tally unaware of compound interest.

Mr. MOYNIHAN. Oh, no, the Sena-
tor stated it. We just did the calcula-
tion.

Mr. HENIZ. It is very true that what
we have before us is a very happy
prospect for future generations of
Americans, one that they did not nec-
essarily face a year ago when we faced
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a a Corgress th ue o' cicu-
rity in some disarray and confusion.

I th.nk my fri3nd from New York
for all his very kind words.

Mr. DOLE. WW the SenaLar from
Pemmyvania yield?

Mr. HEINZ. I would be happy to
yield.

Mr. DOLE. I also extend my thanks
to he distinguite Senator trom
Pennsylvania, and I think the record
should rfleit that were
trying to figure out what to do n Al-
exaxdria, Va., 'ast Novenibe' after a 3-
day session in the Ramada Inn there,
as I recadi, it was the Senator £rom
Pennsylvania who first broached the
idea of sort of splitting it down the
middle, at least getting us to think
about how we are going to bring all
the factions together. And that
became sort of the starting point of
the negotiations that started again in
Jan aary.

For that effort we will be eternally
grateful to the distinguished Senator
from Pennsylvania, and we appreciate
this constructive action not oniy at
every Commission meeting but par-
ticularly that particular day when we
seemed to be bogged down and not
really going anywhere. Even though
we did not adopt that specific recom-
mendation, it became the basis for the
compromise which was ultimately
adopted by the Commission. I thank
the distinguished Senator from Penn-
sylvania.

Mr. HEINZ. I thank the Senator
from Kansas.

Mr. ARMSTRONG. Mr. President, I
want to Join others who have spoken
in complimenting the members of the
Senate Finance Comm1ttee especially
its distinguished chairman, for produc-
ing this legislation, a feat which many
thought would be impossible, even
quite recently.

I must say that the scholarship and
resourcefulness of the chairman of the
committee, Mr. DOLE, is wel1known to
this body; but in this part iu.Iar in-
stance he has performed a near mir-
acle by the leadership he has given to
the Senate. not only in his steward-
ship of the Finance Committee but
also in the way he helped shepherd
this matter through the National
Commission on Social Security
Reform.

I also join the Senator from New
York in congratulating the Senator
from Pennsylvania. I agree with what
he has said and Senator Dox has said
about the pivotal role Jom HEINZ has
played not only during the past few
weeks but also from the start, and es-
pecially through the crucial—and at
one point quite dark—days of the Na-
tional Commission on Social Security
Reform, when many were wringing
their hands and, privately at least,
confiding that this would not work
out.

The Senator from Pennsylvania did
not lose faith. He made many propo&
ais which formed the basis for further
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action and really set the stage for
bringing this matter to fruition, for
which we are all indebted to him.

I compliment particularly my col-
league from New York, Mr. MOYNI-
sux. He and have discussed this
matter on many occasions, in many
forums—on the floor of the Senate, in
the Finance Committee, the. National
Commission, on television. On practi-
cally every street cOrner in America,
PAT MoYNIHAN and I have discussed
these issues. We have agreed some-
times, and a lot of times we have not.

I must say that his mastery of the
subject and his obvious understanding
of the broad historical perspective In
which social security must be viewed,
his feeling for the technical ins and
outs of the legislation, his scholarship
and, like the others of whom I have al-
ready spoken, his faith that ultimately
we would pull a rabbit out of the hat,
have been an inspiration to me.

I compliment and congratulate him,
and I announce that I have enjoyed
working with him in this matter and
others, but especially this most diffi-
cult of Issues.

Mr. President, I wish also to say a
word of congratulation to Alan Green-
span, who was the Chairman of the
National Commission on Social Secu-
rity Reform. We all know that Alan
Greenspan Is a brilliant man, but he is
also a man of extraordinary patience.
In fact, often, as the Commission de-
liberations droned on, I saw Alan,
seated at the head of the table, pa-
tientLy listening to all the points of
view and then synthesizing the incre-
ments on which we could agree and, In
a gentle and courteous way, proposing
that we lay aside those matters about
which we could not agree, and taking
one tiny victory alter another and
building on It and finally leading us,
by painful steps, to a compromise'
which was agreed to by a large major-
ity of the Commission.

I say that as one who was not a part
of the 12-member majority. I was part
of the minority who did not think
that, in the form recommended by the
Commission, this was a satisfactory
answer; but It does not lessen my ad-
miration for the skill and dedication
with which the Chairman of the Com-
mission, Alan Greerispan, approached
this task.

I will not mention them one by one,
but I also want to say, for the benefit
of my colleagues who did not have the
privilege of serving on the Commis-
sion, that the public members who
served did so wIth great distinction
and did so with an understanding and
expertise that I think is unusual In a
citizen commission.

It is very difficult even for a Senator
or for a Member of the House of Rep-
resentatives, who has staff resources,
who has experience dealing with legis-
lation, to really come to grips with it.
But for someone wiio is a businessman
or a lawyer or hc is not engaged in
framing legislation every day, I think
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it is remarkable that they were able to
participate in such a productive way.

I must say that it enriched my life to
know these people on the Commission
and to work closely with them.

I doubt If there has been a single
issue during my years in the Senate
which has been as politically charged
as the question of social security
reform. I suppose that is only natural
because social security is inherently
such an important issue. it is the f i-
nancial lifeline for 36 million Ameri-
cans, and for some of them It is literal-
ly that—a lifeline. The arrival, in a
timely manner, of the expected social
security check is an issue which is not
of passing importance or peripheral
interest to some of these recipients. It
Is literally what they depend upon to
have something to put on the table for
the next meal and to pay their utility
bills, rent, and so forth.

Over the years, social security has
gradually become an extraordinarily
important feature, not only in the eco-
nomic life but also in the personal life
of many Americans. We all know that,
and I suppose it Is for that reason that
it has become an issue of such great
political sensitivity.

I recall vividly that when I first con-
vened a hearing about 2 years ago in
the Senate Finance Committee Sub-
committee on Social Security and
Income Maintenance to explore the
condition of the trust fund and to
raise the question of whether or not
the trust fund was on solid ground, it
provoked a lot of comment. Some of it,
I must admit, surprised me, because I
thought it was obvious at that
moment that social security was in
deep trouble. Reserves had been draw-
ing down for a decade. In those days,
the fund was losing money at the rate
of $12,000 or $13,000 a minute. It was
clear that Congress had committed
itself to benefits in excess of resources
on hand.

Over the long term, the actuaries
were saying at that time that there
was a deficit in the trust fund, in 1981
dollars—because we were then talking
about 1981—in excess of $1.6 trillion.

I had no doubt that there was a
problem, but it was interesting to me
that many people, including some In
Congress and a lot throughout the
country, did not share my feeling that
something needed to be done. I think
perhaps the most important single
achievement, among several achieve-
ments, of the National Commission on
Social Security Reform was to help
crystalize opinion in the country and
to Congress that something must be
done.

As one newspaper editorialized at
the time, the first step to solving any
problem is to admit it exists. In a way
that was not. confrontational. in a way
that was not embarrassing to anybody,
it permitted all of us to get under the
same tent and agree that a large prob-
lem exists in the short term and the
long term and that Something should
be done about It.
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When the Commission issued this

report, t said that we could expect a
trust fund deficit during the remain-
der of this decade of between $150 bil-
lion and $200 billion and a potential
deficit in excess of 1.8 percent of pay-
roll—I guess 1.1 percent of payroll in
the longer term. Since that time, the
actuaries have adjusted the target a
little and now say that the potential
long-term deficit is a bit over 2 percent
of payroll, a change which comes at a
somewhat awkward moment, but
something I think not to be too con-
cerned about because, after all, we are
talking about future projections. We
are talking about things that, in the
end, are unknowable until they occur.
But I am pleased to note that the
Commission's report, in the process of
being considered by Congress, has
been amended to include the full long-
term deficit.

With that as a background, let me
put the bill before us in the perspec-
tive of the Commission's report.

I objected, along with two other
members of the National Commission
on Social Security Reform—Mr. Wag-
gonner of Louisiana, a former Member
of the House of Representatives, and
BILL ARCHEE, a present Member of the
House of Representatives and a
member—perhaps others would agree,
a very knowledgeable member—of the
House Ways and Means Committee
and a recognized authority on social
security. The three of us—Mr. ARCHER,
Mr. Waggonner, and Mr. ARMSTRONG—
disagreed with the Commission's rec-
ommendations for several reasons, and
our concerns basically were these:

First, we were determined that any
final resolution of the social security
issue ought to be on the basis of as-
suredly solving the problem.

Recognizing that there are no guar-
antees In this world, and recognizing
that there Is no 100-percent certainty
of anything in the future, we wanted
to fashion a package which would
close the gap as surely as we could do
so. We felt that the long-term solution
as it caine out of the Commission fell
short of that, In that it left a sort of
either-or process.

The Commission's recommendations
provided nearly 1.22 percent of payroll
rather than the full amount of long-
term deficit and settled the short-term
problem, which the Commission iden-
tified as between $150 billion and $200
billion at the low end of that range.

Moreover, I was fearful that the ac-
tuarial assumptions used in at least
certain portions of the report might
prove to be optimistic. My first con-
cern that we close the gap and do so
without any question,

I am pleased to come before the
Senate today and say that, in my opin-
ion, the bill which is recomipended by
the Senate Finance Committee, be-
cause of the amendments which have
been adopted or recommended by the
Finance Committee for adoption by
the Senate. will In fact close the gap.
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Now that does not say that there

still could not be an unforeseen event
intervene, but within the reasonable
range of economic projections I think
we can be confident that the benefit
restraint which has been enacted, to-
gether with the Increase in the age
and the fail-safe mechanism which has
been described earlier, can assure with
a very high degree of certainty that
social security will not be running
short of money any time in the near
future, perhaps for the remainder of
our lives.

In my opinion, that is critical for
reasons that have already been stated.

The Senator from Pennsylvania
pointed out that many people, particu-
larly younger workers, have expressed
great criticism about whether or not
social security was on a sound basis,
whether it would be there when they
retire. It is really crucial, in my opin-
ion, that we secure public faith arid
coMidence in the social security
system because younger workers are
not going to willingly pay taxes month
after month, particularly rising taxes,
into a system if they do not have the
confidence at least when they get to
the retirement age there will be some-
thing there for them to retire to.

Second, it is crucial for us to shore
up public confidence because of the
experience we had in 1977. At that
time it was believed, and I am sure in
good faith, that the action taken by
Congress would put social security on
a sound basis for a half century or
more, and we were assured that that
was the case. Five years later we were
right back in the same dilemma that
we had been In in 1977. I just do not
think we can afford to have a repeti-
tion of that and come back in 1985,
1986, 1987, 1988 or 1989 or any time I
hope within the service of the Senator
from Colorado in this body, ever come
back to this issue again.

The second concern that I felt about
the long-term outlook for social secu-
rity was the need to do something to
raise the normal retirement age.

The idea of gradually increasing in
some way or another the normal age
of retirement had been previously rec-
ommended prior to the consideration
of the National Commission on Social
Security Reform by the Advisory
Council on Social Security, the Presi-
dent's Commission on Pension Policy,
the Council of Economic Develop-
ment, the U.S. Chamber of Commerce,
the American Association of Pension
Actuaries, the National Association of
Homebuilders, the National Associ-
ation of Wholesalers and Distributors,
the American Council of Life Insur-
ance, the National Association of Life
Underwriters, and for that matter by
committees of Congress.

And each of these committees and
groups had recommended that in one
way or another we should increase the
normal retirement age. The need to do
so is obvious, it seems to me, and in
fact I am convinced that the center-
piece of any kind of permanent sound
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social security reform must be gradu-
ally increasing the retirement age.
The need to do so ii emphasized by
the fact that the life expectancies of
persons in this country have been
rising and rising very rapidly so much
so, Mr. President, that a person who is
71 years old today has the same life
expectancy that someone who was 65
had at the time social security was en-
acted.

If we do nothing about increasing
the age in some way, not drastically,
not abruptly, but surely over time, if
we do nothing, it will be impossible, in
my opinion, for us to have a sound re-
tirement system because the combina-
tion of taxes and/or benefit restraints
that are implied if we keep funding
longer and longer years of retirement
when people are working fewer and
fewer years is simply untenable, and
we are right at the outer limits of that
at the present time.

There are several proposals for in-
creasing the age which have been sug-
gested. Frankly, just about any of
them are acceptable to me, provided
that they are not abrupt, that they do
not disrupt the retirement planning of
people who are at or close to retire-
ment and, second, that they get the
job done over a gradual phase-in
period of time.

I see in the Chamber the Senator
from Idaho who I think may even
offer an amendment on this subject,
and I will support him. His amend-
ment he can explain to the Senate,
but it has to do with gradually increas-
ing the retirement age over a 36-year
period, I believe, doing it at the rate of
1 year each month.

Mr. SYMMS. One month each year.
Mr. ARMSTRONG. I beg the Sena-

tor's pardon. The Senator is correct,
raising the retirement age by 1 month
in each of the next 36 years so that 36
years from now people would retire at
age 68 normally rather than age 65.

The House of Representatives adopt-
ed a slightly different approach which
raises normal retirement age to 67,
phased in after the turn of the cen-
tury.

My our favorite proposal, as many
Senators have heard me discuss
before, was item F-12, option F—12 in
the Commission book which simply
said that after the turn of the century
we would increase the normal retire-
ment age from 65 to 66 and thereafter
index future changes in the retire-
ment age changes in longevity.

The actual proposal which is recom-
mended to us by the Finance Commit-
tee is a combination of raising the re-
tirement age from 65 to 66 gradually
after the turn of the century and
making the kind of changes in the re-
placement ratio which have been de-
scribed earlier by the Senator from
Pennsylvania.

In fact, it was he who engineered the
compromise which worked out the var-
ious conflicting points of view which
has led the Finance Committee to rec
ommend this formula.
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It is not my favorite approach. In

my opinion option F•-12 remains the
best o these several ideas. But I thnk
that the compromise which the Se:-
tor from Pennsylvania put togthcr in
the committee and is now the F!nnc
Committee anendmen on this subject
is a good one and I intend to support
it.

I say to my friend from Idaho that if
he offers his amendment I intend to
support that also, but it underscores
the point that the issue is in some way
gradually raising the retirment age
and I am fairly flexible about exactly
how to do it.

The third area of broad concern to
me is the need for benefit restraint.
We have not done as much in. that
area as I would like, although I have
pointed out one aspect of the compro-
mise put together by the Senator from
Pennsylvania is a very modest degree
of benefit restraint after the turn of
the century to lower the replacement
ratios.

th addition, the Commission has rec-
ommended a brief delay in the cost-of-
'iving adjustment during this decade.
That is not a very great degree of
benefit restraint. It is a little some-
thing. In fact, it is priced out to be $39
billion over the decade. That Is the
amount of savings from a 6-month
cost-of-living adjustment delay.

This has to be measured, I think,
against the fact that we are projecting
cost-of-living adjustment benefit pay-
ments between now and the end of the
decade of $259 billion. In other words,
we are going to pay out about $2 tril-
lion in benefits between now and 1990
and a part of that will be $259 billion
arising from COLA adjustments.

To save only $39 billion on COLA ad-
justments in this decade does not seem
to me to be very burdensome. In fact,
it does not seem to me to be, frankly,
enough either from an economic
standpoint or from the standpoint of
justice. And here is why I think it
would really be just to save a bit more
than $39 billion.

During the last decade the cost-of-
living adjustments in social security
have risen about twice as fast as have
the wages and salaries on which these
benefits are based and significantly
have gone up about 50 percent faster
than the consumer price index which
is the presently accepted measure of
the cost of living for retirees.

So I think both economic issues and
fairness issues could have called for a
greater degree of restraint in the cost-
of-living adjustment. However, I do
note with satisfaction the proposal
which was adopted and recommended
by the Finance Committee for a grad-
uated cost-of-living adjustment benefit
restraint when the trust fund is in a
less than 20 percent reserve ratio con-
dition and when reserves are dropping.

That proposal which has been de-
scribed earlier I think by the Senator
from Kansas simply says that when
the trust fund gets into trouble, when
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it Is below 20 percent, when the re-
serve ratio is dropping, then we will
implement a degree of restraint but
holding harmless those benefits of re-
cipients at the lowest end of the spec-
trum, and that addresses itself I think
very neatly to one of the problems in
the COLA system at the present time
and it Is just this: When you try to
save money out of the COLA's, you
quickly run Into the question of how
can you say that a 3-percent adjust-
ment or a 4-percent adjustment for
someone who Is only gettthg $300 a
month Is too much. How can you say
$9 a month fs too much of an increase?
It just does not seem fair on the face
of it to suggest that such an increase is
excessive.

But under the present system, with-
out the graduated COLA amendment
contained In the Finance Committee
bill, under the present system, in order
to get $9 to a $300-a-month recipient,
you have to give $50 to someone who
Is at a higher level of benefits, and so
the solution to this that I support and
which I think really Is an admirable
approach is that In the event that
automatic COLA restrarnt is required
by the condition of the trust fund, we
are going to hold harmless those who
are at the lowest end of the spectrum
and make the savings among those
who are at the higher benefit levels
and are, therefore, presumably better
able to care for themselves without as
much help from social security.

Mr. President, these are the changes
that have been made which I heartily
endorse. I think the bill is in many
ways a good bill. It is vastly better, in
my opinion, than the initial recom-
mendation of the Nation&I Comnils-
sion on Sociai Security Reform. It Is a
better bill in its present form than
that which was passed by the House of
Representatives, although I must say 1
was pleasantly surprised, I was
pleased, I was gratified by the action
of the House of Representatives and
the statesmanship that was shown by
the House of Representatives, but this
is even a better bill.

(Mr. SPECTER assumed the chair.)
Mr. ARMSTRONG. There remains,

however, one g1r1ng area of problem
in this bill. A number of Senators have
referred tod&y to an article In the
Washington Post, an editorial com-
ment, and I noted it was quoted re-
peatedly. So I also want to quote an
editorial, not from the Washington
Post but from the Wall Street Journal,
which more accurately expresses my
point of view. It comes to us under the
headline of "An Imperfect Compro-
niise" and I shall only read you a
single sentence of this brilliant editori-
al which, by the way, I will send to the
desk and &sk unanimous consent It be
printed in its entirety at the conc1u
sian of my remarks.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

(See exhibit 1.
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Mr. ARMSTRONG. But here Is

what the Wall Street Journal says
about this compromise:

Congress idea of a compromise as usual
relies heavily on tax increases.

Mr. President and my colleagues,
that Is the one real shortcommg that
remains n this bill, which is it is too
heavily dependent upon massive in-
creases in taxes upon those who have
already been heavily taxed.

In 1977 when we last faced this prob-
lem and when we designed a system of
shoring up sociai security, which we
believed would last for half a century,
Congress was persuaded to concoct the
largest tax increase that the world has
ever seen, and now like dj vu we are
being asked once again to enact a mas-
sive tax Increase.

As one reflects upon the proposed
increases in taxes contained in this
bill, it is good to remember that during
the decade of the 1970's the social se-
curity tax maximum quadrupled and
these taxes will triple again in the
1980s before we even start looking at
the recommended tax Increases m this
bifi.

Yes, I did say there will be a twelve-
fold Increase in social security tax
maximums during the 1970's and
1980's before we consider the enact-
ment of the tax increases contained in
this legislation.

Today, Mr. President, the average
working man and woman pays more in
social security taxes than they pay in
Federai income taxes. It is a burden of
Importance and keenl3r felt signifi-
cance in the lives of working men and
women in this country.

Nor 1s this burden inconsequenti to
the companies involved. Recently I
was up in Detroit, Mich., where unem-
ployment is a problem of truly poign-
ant concern and not just an economic
problem, it Is a human tragedy of
great proportions, and I learned to my
surprise that the Big Three auto-
makers paid twice as much th payroll
taxes in the last 5 years as their com-
bined net profits.. Now that is a big
bite into the resources of these great
companies, and it is not Just auto-
mobile companies. It is every manufac-
turing and service industry in this
country. As a matter of fact, the CBO
warned in 1977, when we last Increased
these taxes on a large scale, that the
result wou'd be rising unemployment.
They estimated it would cost 500,000
jobs, and I personaily do not think It is
any coincidence that the unemploy-
ment, which has plagued America in
the late 1970's and early 1980's, comes
at the same time that we have seen
large increases In payroll taxes and
other taxes In this country.

I just do not think it makes sense at
the very time when workers are al-
ready heavily burdened, the very
moment when the economy is trying
to lift itself up, when we are beginning
to see the signs of recovery, when
houshig starts are up, when auto-
mobile sales are rIsing, when interest
rates at long last are getting down to
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viable levels, when the stock market is
performing well, when there is a grow-
ing sense of optimism about the econo-
my, I do not think it makes sense to
further burden this Nation's economy
with tax increases above those which
are already scheduled to go into effect,
and remember payroll taxes are going
up whether or not we enact any of the
recommendations of the National
Commission on Social Security
Reform.

Maybe this is a simple-minded ap-
proach, I do not think so, but whoever
said If you tax something you get less
of it I believe summed up an impor-
tant economic reality. If you want to
get less of something, whatever it is,
put a tax on it. It does not matter
whether it is oil or walnuts or what-
ever it is, if you tax something you are
going to get a little less of it, and the
higher the tax is and more of it, the
greater the effect will be observed.
That means if we go through with the
proposed tax increases in this bill we
are going to get a little less employ-
ment in this Nations economy. I do
not think that makes sense at this
time. Therefore, Mr. President, at the
right moment it is my intention to
offer an amendment which will roll
back the payroll tax which is suggest-
ed by this legislation.

I an not going to go after the other
pieces of tax increases in this bill, not
because I think they are justified, I do
not, but simply because I recognize a
compromise is a compromise and you
cannot do everything. It does seem to
me the most egregious single portion
of the tax increase in this bifi is the
payroll tax, the part that bears the
most heavily and most regressively on
working men and women at a time
when they can simply ill-afford it.

do want to mention, in passing, I
tried to get the Finance Committee to
try to do away with the taxation of
benefits. I think we are making a mis-
take In this bill to tax benefits. It is
something we have not previously
done. It fails unjustly, I think, on
people who in some cases are 15, 80
years old or even older and who are in
no position to rearrange their lifestyle,
who cannot in many instances at least
go out and get new employment to
offset the effect of this new tax. Also I
think in a sense it goes on pledges we
have made to them for 50 years. It has
been an article of faith that we wou'd
not tax the benefits under sociai secu-
rity.

I stress, Mr. President, that I think a
good case can be made intellectually
for taxing social security benefits, and
if the proposal before us were to do so
in a phased-in manner, starting a few
years from now and phasing it in so it
would not be a drastic or abrupt
change, then I would be a lot more
sympathetic to it. I would particularly
be more sympathetic to a phased-In
approach if Congress had not over the
years repeatedly gone on record as
saying Not only are we not taxing
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benefits now, we have no Intention of
doing so." You will remember we con-
sidered this matter on a number of oc-
casions here in the Senate and have
resoundingly affirmed our desire not
to tax benefits, so I think in doing so
we are making a mistake, and really it
is unfortunate that the Finance Com-
mittee has so recommended.

Mr. President, I also want to clarify
one aspect of the benefit tax issue be-
cause I am not going to offer an
amendment on that specific subject,
but I want to make it absolutely clear
if somebody has the notion this is only
going to be a tax on the rich. It is only
7 percent of the beneficiaries who are
going to be taxed as a result of the
amendment which is proposed by the
Senate Finance Committee, and that
is perfectly true the first year. But I
want to point out to you that the
threshold of taxation is not indexed,
and if we have the same kind of infla-
tion in the next few years that we
have had in the last few years, it will
not be very long until everybody's
benefits, or at least the largest major-
ity of benefits, will be subject to tax-
ation. Maybe that is a good thing.
Some people think so. It is in fact the
agenda of some people to get all of
those benefits taxed, and if that is
their desire, then I do not quarrel with
it, but I do not like the notion that is
abroad that somehow this is only
going to be a tax on a handful of
upper Income, wealthy, affluent social
security recipients, because In a very
few years, unless our economic per-
formance with respect to inflation is
better than I think it is going to be,
everybody's benefits are going to be
subject to taxation.

Mr. President, I also regret the tax
Increase in this legislation as it falls on
the self-employed many of whom
frankly are In no position to take any
tax Increase, least of all the huge jolt
that is contemplated by this legisla-
tion. I wish we could phase that In dif-
ferently. I wish we could put it off al-
together, particularly for farmers and
others whose Income is either very low
or In some cases nonexistent. In many
cases I think we are talking about
people who will really have a great
problem in coming up with additional
tax revenues and we are talking about
several hundreds of dollars a year in
some cases.

Mr. BOSCHWITZ. Will you yield for
a question?

Mr. ARMSTRONG. Yes
Mr. BOSCHWITZ. In the event a

tax credit is given to a farmer who, let
us say, has no income and as a result
has no tax paid, can that tax credit be
carried forward or backward?

Mr. ARMSTRONG. I would say to
the Senator from Minnesota that it is
my impression that it was not a carry-
forward, carry-back kind of credit.
But, frankly, we discussed that issue
so many different times and in so
many different formats that I would
want to be positive before I give him
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that assurance. Can staff clarify that
for me?

Mr. HEINZ. If the Senator will yield,
my recollection is that the tax credit is
not against income taxes. It is against
social security taxes.

Mr. ARMSTRONG. The Senator is
correct.

Mr. HEINZ. And,, therefore, if you
are paying any social security taxes,
you get the credits right then and
there. Therefore, it is not necessary in
this instance to carry it forward and
back.

Mr. ARMSTRONG. The Senator's
point is well taken. I thank him or re-
freshlng our recollections.

Mr. President, I wish to conclude my
remarks very quickly. I appreciate the
attention of my colleagues and the op-
portunity to share with them my gen-
era! concerns about the legislation.

Let me mention quickly three
amendments which I will propound at
a later time and invite the attention of
Members to those.

First is an amendment to delete the
payroll-tax increase contained in this
bill as recommended by the Senate F!—
nance Committee I anticipate that
that may be subject to some contro-
versy, but I have heard expressions of
interest in this amendment by Sena-
tors from both sides of the aisle. It is
my hope that we can see fit to do that,
to grant at least that modest allevi-
ation of the heavy tax burden suggest-
ed by this legislation.

The second amendment which I
expect to offer I believe will not be
controversial and I hope will be ac-
ceptable to all Senators. It will simply
give some deposit date relief to small
businesses. As the Senate knows, at
present hQw often you are required to
make deposits into the trust funds to
the Government depends on the
amount of withholdings and there are
several thresholds. If you have $3,000
a month in withholding taxes, you de-
posit on one schedule.

If you have $5,000, you have another
schedule.

Very large business concerns can be
required to deposit as often as eight
times per month. Now, for a small
business, for a little company, that is
almost an impossibility just adminis-
tratively. So Congress wisely put a
tkireshold in there that if you fall
below a certain point you do not get
into the multiple times per month re-
porting requirement. You can deposit
the 1th of the month following the
calendar month in which the earnings
are withheld.

So the purpose of my ameidment is
to simply continue that system but to
raise slightly the threshold at which
you fall into the once-a-month report-
ing rather than the four, five, six,
seven, eight times a month reporting. I
trust that itwill not be controversial.

The final amendment which I will
submit has to do with nonprofit corpo-
rations. This legislation brings every
nonprofit corporation under social se-
curity for the first timeS As you know,
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at the present time, it is optionaL
Some 90 percent of the nonprofit corP
porations have agreed that they want
to be covered by social security, but
among the 10 percent who have n€t
are some who will be seriously injurc
if we do not modify, at least hi some
degree, the provision as it now appears
in the Senate Finance Committee rec-
ommendation. That Just says on Janu-
ary 1, 1984, you are in, without any
chance to aajust, without any phase-
in, without any consideration of what.
kind of problems it is going to causG
for the programs involved, and with-
out any consideration of how hard it is
going to be to unscramble any existing
pension plans they may have. We just,
without notice, without warning,
change the ground rules.

That is going to be a serious problem
for some of these organizations. Many
of them, by the way, are quite sma11—
a number of them are not—but some
of them are literally organizations
that have four or five employees doing
meals-on-wheels or various kinds of
missionary work, youth activities, com-
munity services, and that kind of
thing. So if we suddenly impose a 15-
percent payroll burden—and that is
what we are talking about here—it is
going to mean,- if they have five em-
ployees, some of these community or-
ganizations are going to have to lay
somebody off and their program will
be reduced accordingly.

Well, I do not object at all to the
notion that they ought to be covered,
but I do think that that is moving too
abruptly. So the proposal in my
amendment will be to treat nonprofit
in the same way we are treating the
Government. You know that we are
covering the Federal workers for the
first time in this proposai but we are
not saying on January 1 that they are
all covered. We are saying they will be
phased in, that as new employees
come onto the Federal employment
rolls then they have to be covered by
social security and that Is exactly
what I am suggesting for the new
hires o. nonprofits, that they be given
exactly the same treatment as Federal
employees.

So those are the three amendments
that I will offer. I must admit that I
cou1d offer many other amendments,
but we have come a long way and I am
restrained in the propOsals I am going
to bring to the floor partly by the fact
that my colleagues on the Finance
Committee have been kind enough to
accommodate me in adopting a
number of other amendments I have
offered. For that, I am grateful.

I just close as I began by saluting
the chairman and the other members
of the committee and those who have
worked so hard on the this bill. I think
we are making good progress and I, for
one, hope this really does prove to be a
once-in-a-lifetime proposition. I hope
that within 2 weeks we will have a biD
on the President's desk and that he
will sign it and that there will be no
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extraneous amendments attached to it
and that we never have to revisit this
issue again anytime.

Mr. MOYNHIAN. Mr. President,
may I share the prayerful wish and
expectation of my friend and col-
league In this matter—never again.

May I thank him for his great cour-
tesy and his characteristic generosity.
He observes, Just, by indirection, that
the committee adopted a number of
his proposals. As he knows, the one
that I think will most impact upon the
lives of present and future retirees is
the abolition of the earnings test,
which is a tax on benefits. It is not as
horrendous as it once was. In the long
history of this program there was a
period near 1940 where, If you earned
$1, you lost every penny of your social
security benefits.

Finally, Mr. President, I say to the
Senator from Colorado that in the
change In the actuarial estimates be-
tween 1982 and 1983 of plus 0.29 per-
cent of payroll over that 75 years, It is
interesting to note that 0.16, more
than half, is a change in the demo-
graphic assumptions. I do not think we
can know what families 50 years from
now, new families, will be like.

The other was the opting-out as-
sumptions of which I think we have
effectively taken care.

Mr. ARMSTRONG. Will the Sena-
tor yield?

Mr. MOYNIHAN. Yes.
Mr. ARMSTONG. Mr. President, I

think the Senator's point is well taken.
I share his feelings that these demo-
graphic projections are, in a sense, un-
knowable. But I believe It is significant
that the bill we bring to the floor ful-
fills everything that could be asked of
prudent trustees.

Now, I suppose we could imagine cre-
ating a system that was double-funded
or triple-funded, but that would not be
prudent. The prudent thing is to get
our best estimates of what the need is,
then fulfill that; not 90 percent of it
or 80 percent of it or half of it, but the
whole need, recognizing that future
generations will have to keep an eye
on this thing. II am reasonably confi-
dent, if enacted in the form that we
have before us or close to that, that
we have done our job and we will not
have to come back again. I think that
is the landmark that is set here.

Mr. MOYNIHAN. That is what is
necessary. I thank the Senator.

Exinrr I
An IMPE'RFECT COSIPROMISE

Social Security's rescue legis]ation comes
before the Senate today, wall on its way
toward passage. The Senate bifl and one
passed by the House last week both contain
important concessions to economic reality,
something Congress has resisted for two
years. But the historic compromise both
sides are so pleased with still tilts against
Workers and savers. And there remains some
danger that the tilt vill become a w-ter-

by ilni rmches the presi-
dc-T1i', desi..
Cars;' ioa af a prcrnise, as usual,

heacily m to increases. The Social
pa 'roll ta boost schedultd for
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1985 wIll come a year early and there'll be
another early bump in 1988, not to mention
a brand new tax on middle-income benefits.
Where the two bills disagree Is on how bene-
fit costs will be controlled, if they are to be
controlled at all. Both houses finally accept-
ed the principle of raising the retirement
age and lowering benefits foi early retirees
after the year 2000. But while thats a step
toward actuarial sanity, the Immediate
future interests us more.

A small cut in Social Security's burgeon-
ing cost will come from postponing this
year's cost-of-living increase six months.
Where the two houses don't agree is on
what happens the next time Social Security
starts running low on money. The House
proposes to meet that contingency by index-
ing cost-of-living adjustments to either
prices or wages, whichever Is lower (some-
thing that should have been done long ago
as a matter of course). Senate Finance, in its
wisdom, would meet this contingency by
having Social Security administrators notify
Congress six months in advance that the till
is running dangerously low. If Congress
didn't act in that six months, let's say by
taking another bite out of the workers' pay-
checks, then the shortage would be made up
by stretching out cost-of-living adjustments
in benefits. Our trust in future Congresses
is such that we would prefer the House ver-
sion, and now, not in 1988 as the bill pro-
poses.

How likely Is the fund to run short again?
Very likely, we're afraid. The tax boost
scheduled for next year will raise labor
costs, killing jobs and cutting revenues. And
we are not convinced that attexipts to limit
Medicare reimbursements will succeed In
containing burgeoning Medicare costs to the
extent Its backers advertise. So don't be too
surprised if Social Security has to activate,
sooner, rather than later, the "fall-safe"
provision, assuming there is one in the final
bill.

Yet another innovation in the legislation
of both the houses Is a provision to tax
Social Security benefits. In other words, a
system that currently transfers incomeS
from workers to nonworkers will become,
additionally, a system that transfers income
from retirees who saved for their old age to
retirees who did not. As Paul Craig Roberts
wrote on this page last Friday, a retired
couple with an income of $36,000 will find
themselves paying the same marginal tax
rate as a working couple with an income of
$175.000. Young workers are getting hit
with rising payroll taxes. Middle-class retir-
ees are getting hit with a tax on their sav-
ings.

We wonder if the politicians who have
been playing Social Security for cheap votes
these many years understand where they
are heading. At this rate. Social Security
soon will become little more than a welfare
program. When that happens, it will siid-
denly be politically vulnerable. There will
be no trouble at all summoning up the votes
to cut benefits then because neither middle-
class workers nor middleclass retirees will
have any stake in preserving the system.
That could happen even before some of the
senior members of both houses decide to lay
down the burdens of office.

We respectfully suggest thst the full
Senate give the bill careful thought today.
The public, we suspect, is getting very
boring with being told every siz years that
Social Secuiity is finally on sound footing,
only to be informed a few years later that
h's going to cost more money. Today's mar-
%elus comcomise will only be marvel 'us if
the bill that finally lands on the presL' nits
desk has controls on benefit growth that
match its bite out ot payrolls and savings,
We'll see.
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Mr. LONG. Mr. President, first let

me begin by thanking the distin-
guished chairman of the committee
(Mr. Doi.n), the Senator from New
York (Mr. M0YNIHAN), the Senator
from Colorado (Mr. ARMSTRONG), and
the Senator from Pennsylvania (Mr.
HEINZ) for the long hours and labori-
ous, dedicated effort .they have put
into serving on the Commission and
making it possible to bring this bill
before the Senate.

This bill represents a combination of
the views of all those on the Commis-
sion. Some parts of it I very much
agree with It, and some parts of it I do
not agree with.

Mr. President, I voted in committee
to order the social security financing
bill favorably reported. I did so with
reservations.

I voted to order the bill favorably re-
ported because the Senate and the
Congress need to act now to assure the
continued financing of the social secu-
rity system. The bill reported by the
committee generally follows the rec-
ommendations of the Social Security
Commission. But the committee bill
does two Important things the Com-
mission recommended be done even
though they failed to reach a consen-
sus on how these two things should be
done.

First, the Finance Committee bill in-
cludes provisions to eliminate the
long-range deficit In the social security
cash benefit programs. It does this
through a combination of gradually
raisIng the retirement age to 66 and
gradually modifying the social security
benefit formula, both beginning with
the year 2000.

Second, the Finance Committee bill
includes a contingency plan to deal
with situations which might arise
when cash benefit trust fund reserves
are less than 20 percent of annual
outgo and are projected to decline.
This provision is designed to avoid the
kind of crisis situation we now face
where a decline in the trust fund re-
serves jeopardizes the continued
prompt payment of benefit checks.

Now let me express my reservatiom
about the Finance Committee bill.

GENERAL FUND FINANcING

I am concerned that the Finance
Committee bill relies so heavily on the
use of general fund financing for the
rest of this decade. Depending on what
one categorizes as general fund financ-
ing, perhaps almost one-third of the
short-range financing package repre-
sents an infusion of general revenues
to shore up social security financing.

For the future, this action provides a
dangerous precedent. There would be
a strong temptation to simple increase
this general fund portion when the
need arises. For example, in the Fi-
nance Committee it ';aa decided that
the increased payroll taX burden on
the self-employed was too severe. The
committee solution was to scale back
the payroll tax increase on the self-
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employed and make up the difference
with general funds.

This, in effect, is a matter of saying
that whenever the cost goes up, just
add it to the Federal deficit and be
done with it. Of course, Mr. President,
if we continue to do that type of thing,
it will eventually lead to where the
Federal Government itself cannot
assure the value of its currency and
where eventually our money would
have no value. After all, if we cannot
find the revenues or cannot find the
courage to vote for a tax to pay the
benefits under this program that Is
the essential income of some 36 mil
lion people, then I doubt that the Con-
gress can find the revenues to finance
anything in the Federal Government.

ExTENDING COVERAGE

In extending mandatory social secu-
rity coverage to new Federal employ-
ees and employees of all nonprofit or-
ganizations, the committee bill simply
assumes that by the end of the year,
the Congress and the nonprofit orga-
nizations will be able to modify their
existing survivorship, retirement and
disability benefits to take into account
social security coverage.

Federal employee organizations do
not share that confidence. For all they
know, much of the income security
they count on through their existing
plans may disappear. Nothing in the
Finance Committee bill provides them
any assurance that the impact on ex-
isting protections will not be severe.

In another area relating to coverage,
the Congress has always taken a posi-
tion that under the Constitution, Fed-
eral law cannot mandate social secu-
rity coverage of State and local gov-
ernment employees. For this reason,
those State and local governments
that wish to voluntarily join the social
security system pay contributions
rather than taxes, and they can with-
draw from social security coverage
after giving 2 years' notice.

The committee bill would prohibit
those State and local governments
which have opted for social security
coverage from terminating coverage
for their employees. Aside from the
constitutional question, which will ul-
timately be resolved in the courts, I
believe it is unfair for the Federal
Government to unilaterally change
the agreements which State and local
governments entered into on a volun-
tary basis, especially when they
reached that agreement with the Fed-
eral Government itself.

I believe this is particularly unfair to
those units of government which have
already given notice of their intent to
terminate. Many of these entities, re-
lying on the word of the Federal Gov-
ernment, have already expanded great
effort and expense in setting up alter-
native retirement programs.

TXING SOCIAL 5ECURITY BENEFITS
Under the committee bill, half the

social security benefits would be taxed
if an individual's income exceeds
$25,000 or a couple's income exceeds
$32,000. However, the committee bill,
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unlike the House bill, would include
tax-exempt income for purposes of
measuring whether total income ex-
ceeds the threshold above which scia1
security benefits would be taxed. The
effect of this is that for the first time
tax-exempt income would be taxed.
While the impact of this provision
might be small in terms of the number
of people affected, the princip1 is a
big one. It suggests that Congress,
which has not been willing to tax
State and local bond interests direct1y,
is willing to do so if the tax is dis-
guised as a tax on something else. This
point will not be lost on those in the
Treasury Department who have long
sought ways to tax State and local
bond interest.
PROSPECTIVE REIMBURSEMENT UNDER MDCAR

Up to this point, I have discussed my
reservations that related to social se-
curity provisions of the bill. But I am
equally concerned about two provi-
sions whose descriptions were not even
available to committee members until
the day of our markup session.

The first provision would completely
change our method of reimbursing
hpspitals under the medicare program.
Many hospitals would do better under
the new system, but many would do
worse, perhaps even to the point of
having to close. When the committee
acted, it did not have the information
it would need to determine which hos-
pitals were winners and which were
losers, and whether winning or losing
had any relationship to the hospital's
efficiency. An administration spokes-
man at the committee hearing could
not even answer my question what the
level of reimbursement would be for
the diagnosis-related groups which
serve as the new basis for reimburse-
ment.

This new provision will not achieve
budget savings in the next 2 yeays. It
will not solve the hospital insurance
trust fund financing problem. In my
view, we should not be considering this
fundamental change in medicare until
we are in a better position to know the
impact it will have on hospitals in our
States. I fear that if we enact this pro-
vision now, we will soon find that it re-
sults in situations that we do not
intend and that we will need to
change.

Mr. President, I have been told that
this provision would cause the hospi-
tals in the State of Louisiana to gain
as much as 15 percent in medicare re-
imbursement. That, of course, would
be partly at the expense of hospitals
in other States. On the surface you
would think the Senator from Louisi-
ana would be in here advocating that
kind of change. But I also note that
while gaining 15 percent, and while a
majority of the Louisiana hospitals
would get an increase, about one-third
of them would get a cut, and that cut
would be about 20 percent.

The information provided to me, Mr.
President, is not adequate to tell me
on what basis those hospitals would
face a cut, or to give those people a
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chance to make tiitr case an clf'nd
themselves against the cn.equ'r.

Other States are going to fn t.at
their hospitals are rciiv!n, t
crease in ircon 1fl Loiisiaa
would re.ceire, and tht more than
one-third of their hospitals take a cut,
and they will not know what the
impact will be until the bill goes into
effect. and their hospital people come
to Washington to complain about mat-
ters that coud have been more care-
fully consickred and matters which
could have been corrected before they
were enacted into law.

It has been my experience as a Sena-
tor for more than 30 years in this body
that it is a lot better to find out about
the problems and to try to take care of
them in advance, than it is to pass a
major bill without knowing what you
are doing or how it is going to impact
upon great numbers of people, and
then try to take care of the many
problems that will arise after the
measure ha become law and all the
growing pains become obvious.

I think we would have done much
better to have had a great deal more
information before acting. This could
have been available if we had taken
even a few more months to develop
this proposal and see how it would
work throughout the 50 States in the
Union.

UNEMPLOYMENT COMPENSATION STATE LOANS

Mr. President, a second area con-
cerns loans to States under the unem-
ployment compensation program. The
committee approved major provisions
affecting loans to States under the un-
employment compensation program.
Like hospital reimbursement, this pro-
vision bears no relationship to social
security. Unlike prospective reim-
bursement, there is no equivalent pro-
vision in the House bill.

When we enacted legislation impos-
ing interest on State loans, we intend-
ed that this interest would serve as an
incentive for a State legislature to un-
dertake reform to insure its unemploy-
ment program's fiscal soundness. I am
particularly concerned that under the
committee bill, if a State fails to repay
the interest it owes the Federal Gov-
ernment, the Federal employer tax in
that State would be raised by one-
tenth of 1 percent. I fear that States
will see this automatic increase in em-
ployer taxes as a signal that Congress
intends the tax increase as an alterna-
tive to program reform.

I believe that if the committee had
spent the time it should have spent
considering this provision, it would
have wanted to make clear that pay-
ment of interest is a compliance issue.
This means that a State would need to
take legislative action to sure the fi-
nancial solvency of its unemployment
compensation funds and not simply
fail to act so that a Federal employ-
ment tax increase would go into effect.

IMPROVING TilE BiLL

When the National Commission on
Social Security Reform issued its
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report, I commended them on their ef-
fo:ts and said:

I would expect that some changes will
occur as the proposal finds its way through
the legislathe process. As with any tegisla.
tive proposal. I am sure there will he ways
of Improving t.

The Finance CommIttee has already
made a series of modllfications in the
commission's recommendations. As I
have suggested, more improvements
can and should be made and I hope
will be made as the bill finds its way
through the Senate.

Mr. President, I ask unanimous con-
sent that the following Senators, be
added as cosponsors on Senate Amend-
ment No. 512, social security reform,
dealing with Federal employees: Sena-
tors BAtJCUS, BxNGAM, DXON. MAT-
SONAGA, SASSER, TRIBLE, and TsoNoAs.

The PRESIDING OFFICER, With.
out objection, it is so ordered.

The Senator from Idaho.
Mr. SYMMS. I thank the Chair.
Mr. President, several months ago

the Social Security Administration
was forced to do something it never
had done before. The social security
OASDI trust fund had to start borrow-
ing money so they could send out the
monthly checks. When we reached
that point, I think finally, the finan-
cial crisis of the social security pro-
gram was realized. Up until that time,
the warnings had been ignored.

I want to join with those who have
passed out the bouquets to the chair-
man of the committee Senator DOLE
and Senators MOYNIHAN, HEINZ, ARM-
-STRONG, and the others who worked on
the Commission for the work they did
in finding a compromise solution ad-
dressing the problems facing the social
security system.

There are some amendments that
the Senate Finance Com,mit tee added
to the Commission's package which
made substantial improvements. Sena-
tor LONG offered a fail-safe amend-
ment which will insure the continued
viability of the OASDI program.

I cannot say enough for the leader-
ship the committee constantly has
from our very able chairman and for
the efforts that he made to try to
bring this emergency situation to the
floor to guarantee the rescue of the
social security system.

I. think, after having said that, Mr.
President, that I must point out that I
was the one lone dissenting vote in the
Senate Committee on Finance: the one
who did not vote for the bill in its
present form. I would like to address
that, but before I can do that- we
should first recognize why it is that
social security is in so much trouble. I
think we have examined why there is
a problem, what the solution to that
problem is.

Mr. President, If you have a big gap
between the income and the outflow
of any program—and vc have heard
figures cast around here from $13,000
to t18,-000 a minute that te Social Sc-
curitv Administration tlar been spend-
ing fsster than they are taking in rev-

CONGRESSIONAL RECORD — SENATE
enues—how are we going to solve the
problem? We are going to solve it one
of three ways: raise taxes: change the
costs by reducing future increases in
benefits; or borrow more noney. I
think we have tc recognize that the
biggest part of this solution, or a big
part of it, Is to raise payroll taxes on
the working people. Although I would
say there have been some improve-
ments in the rescheduling of benefits
in the Senate version of the bill—and
some in the House, I must say—I think
there is more work that needs to be
done.

However, In finding these solutions,
Americans and the Congress must rec-
ognize and address common fallacies
with regard to the social security
system. -

The first misunderstanding that
needs to be addressed is the fallacy
that recipients are only getting back in
benefits what they and their employer
paid into the program.

If an individual started paying into
the system back in 1937 and paid in a
maximum amount, paid your social se-
curity taxes all the way through, and
retired in 1981 at age 65, that person
would have paid in $14,206. The first
year of retirement that individual
would have received in benefits
$14,767. So, in other words, In 1 year,
they will almost take out the amount
of money they put in over a 37-year
period.

In the second year, of course, they
take out what their employers put in.
I think, for far too long, the American
people believed that, somehow, this
system was vested and they were get-
ting back what they had invested in it,
Instead of the fact that it was operat-
ing more or less on the lines of a chain
letter, with some people paying in
while others were taking out. It start-
ed at $30 a year and you had 16 or 17
paying In for every 1 taking out.

It worked pretty well, but as time
went on, it continued to go down, so
there are fewer and fewer people
paying in and more and more taking
out. By the year 2010 or 2020, I think
it will be down to 2.2 workers paying
in to I worker taking out,

If you just go back-a short time ago
to 1950, there were 15 taxpayers sup-
porting each - retired beneficiary. in
1980, the ratio was 3.2 to 1 and it will
be down to 2 to I in the next 50 years.

So that is how we got into this prob-
lem, and I have to compliment my col-
leagues for finally addressing the
problem. I think that we should con-
sider amendments to this bill to solve
the problem for the long and the short
term and also to offer people the op-
portunity to trade in future social se-
curity benefits in order to have their
own personalized private retirement
pension program., I think that can be
done. I am only disappointed that the
commission did not recommend some
things in the early part of the 1980's
that were a little bolder and a little
more aggressive. As it Is, I hope we will
be back. II do not share the view of my
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good friend from Colorado who says
he hopes we do not address this again.

I would just like to say, very briefly,
that there are three major problems
In my opinion with this program. No. 1
is the short-term problem, that is, the
problem between now and out to
about 1990. The commission agreed
that the problem lies somewhere be-
tween $150 billion to $200 billion. It
depends on the assumptions you look
at. But I would like to see us solve that
problem without raising the payroll
taxes, because the working Americans
are already burdened by payroll tax
increases. Senator ARMSTRONG pointed
out here earlier that many, many
Americans are spending more of their
taxable income on social security taxes
than they are Federal income taxes.
So how are you going to solve that
problem if you do not raise the payroll
taxes? We have already said we cannot
afford to borrow any more money. We
are borrowing it at such a rapid rate
now that it Is causing a lack of confi-
dence with respect to the long-term
capital markets in the country, so
then I think you have to look at the
benefit side of the equation. And with-
out taking any benefits away from
present recipients, Mr. President, I
think what we could do is simply delay
the cost-of-living adjustment until De-
cember 1985. It would save somewhere
in the neighborhood of $125 billion.

But I know what people are saying:
"If you do that, what about Aunt
Sarah who Is living on $300 a month?"

I will offer an amendment later on
in the deliberation of this measure to
hold harmless those people who are
getting the SSI benefits and the low-
income people but to delay the
COLA's for the rest of the social secu-
rity recipients until December 1985
and then at that point I think we
should have a COLA adjustment and
-go on the basis of the wage index in-
stead of the price index or whichever
happens to turn out to be the lowest.

The reason I say that, Mr. President,
is because from 1970 to 1981, the
wages of America's workers rose 122
percent. The cost of living increased
136 percent, but the social security
benefits increased 205 percent. Now, I
am certainly one that is in favor of
giving a full cost-of-living adjustment
to that single person who is living on a
fixed income in the low end of the
social security spectrum, and I am
talking about the person who is get-
ting $350 a month or in that range.
They need the cost-of-living adjust-
ment. But there are many, many mil-
lions of Americans out there who are
receiving more benefits than many
people will recognize. I say to all my
colleagues, go back to your State and
find out how many young people in
your States work, pay taxes, try to
raise a family and have a family
income of $15,000, $14,000, $12,000, in
that range. I think you would be sur-
prised to find that there are quite a
few people out there struggling to do



S 3058
that and paying taxes on it. Yet, with
respect to social security, I have seen
figures that say that there are up to
275,000 to 300,000 millionaires who are
drawing the maximum social security
benefits and yet have been continually
realizing the benefits of the cost-of-
living adjustments that have outpaced
the scale of the wage index of the
people who are paying in on the other
end of the chain letter.

So I think the committee, the Com-
mission, all deserve some credit that
they did look to that problem. The so-
lution that they came up with was to
tax the benefits. I would have pre-
ferred to limit the future increases in
those benefits rather than taxing
them, but at least I would have to say
that we should compliment the com-
mittee for recognizing that problem.

Now, with respect to the long-term
solution where the large unfunded lia-
bility in the program lies, those fig-
ures, when we heard testimony before
the committee, ranged anywhere from
$1 trillion to $2 trillion. It depends on
whose econometric models you want to
look at. But we all recognize that
there is a huge unfunded liability out
there in the year 2020, 2010, past the
turn of the century, that has to be
reckoned with. Most people agree, be-
cause of the statistics and the evidence
that people are living longer, that we
should do something in a gradual way
to raise the retirement age.

I have to say that I am pleased that
the committee recognized this and did
do something to that effect. I think
that we should be a little more aggres-
sive. We should recognize the problem
is here now. People are living longer.
All evidence statistically supports
that. Therefore, at the proper time I
intend to offer an amendment which
will raise the retirement age starting
in 1984 1 month every year for 36
years. That will put the retirement
age for maximum benefits at age 68
and for early retirement at age 65. I
think that would take care of the long-
term problem.

But then, Mr. President, I believe
there is still one area where we are
sadly lacking, and that is the opportu-
nity to encourage Americans to save. I
think we could do something with re-
spect to this that would be very simple
and we should be doing it now.

One of the biggest problems that the
social security system has brought
upon the American economy is it has
been a failure for the American people
to save money with which to rebuild
the tools and equipment that are nec-
essary to drive a growing, strengthen-
ing, noninflationary economy. The
way the system works is that those
workers' savings get taxed in a regres
sive tax off the front of their income.
It is paid out to the beneficiaries. The
money never ends up in savings ac-
counts, never ends up in the banks
where it can be lent to increase the
tools and equipment that provide the
jobs and backbone of America's great
productive might.
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So what I suggest we do, and I will

offer an amendment to this effect, is
provide a social security option ac-
count (SSOA) for those people who
can afford to do it. Individuals would
be able to contribute up to 20 percent
of their social security wage base into
their own personalized SSOA over and
above what the IRA laws now allow.
For every $1,000 contributed, individ-
uals would forfiet one-half percent of
their social security benefits in the
future.

Now, you ask the question, "Would
they still have to pay social security
taxes?" Yes, they would, because the
way the chain letter works we cannot
allow people out. But how does that
worker afford to do that? That deci-
sion would rest with each individual's
ability to save, but I think we would
find that many Americans would
choose a tax deduction on the front
end even if it would actually reduce
their social security benefits in the
future. Future Congresses, 40 or 50
years from now, will not be faced with
the same political dilemma that this
Congress is faced with, Mr. President.

The problem we have here, let us
face it, is that there are 36 million
Americans out there receiving bene-
fits. Congress has to be conscious of
that, and we are in fact sensitive to
the fact that those 36 million people
are our constituents; and we have to
be sensitive to their wishes because,
after all, those of us in this body do
work for the people. I am not faulting
that, but I think it would be an imagi-
native and ingenious way for us to ac-
tually develop savings in the private
sector today.

In addition to savings in the private
sector today, we could end up develop-
ing a constituency of people who own
their own retirement accounts. They
would be exchanging the privilege of
owning their own accounts for future
social security benefits. So that 40 or
50 years from now, we could remove
some of this political pressure we have
felt these many years.

That is why this problem has not
been faced. We have to allow it to go
to crisis proportions before we face it.

There are other things I would like
to see in this system, but we want to
address the short-term problem in
order to get away from. raising payroll
taxes.

There is no doubt in my mind and in
the minds of many economists in this
country that this speeding up of the
payroll taxes and the drain this is
going to have on the private sector is
going to exacerbate the unemploy-
ment problems in the United States;
because when you look at where those
payroll taxes are going in the near
future, it is a tremendous burden on
small business and on the working
people just to pay the social security
taxes. The result of this will be less
Jobs offered in the private sector be-
cause of the excessive, regressive tax
that comes with this so1ution
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As to the long-term problem, I urge

this body to carefully look, at my
amendment which will be off ered to
raise the retirement age in 1984 1

month every year foi. 36 years. That
will cause no dislocation to an individ-
ual. It will allow people to pian their
futures. It will be a very gradua'
change.

People are living longer. All the sta-
tistical evidence and other evidence
point to the fact that people are
healthier, are living longer. That is a
compliment to our society. It is a good
thing. But we need to start now and
not put it off to the year 2000, and we
shou'd address the retirement age,

Third, Mr. President, I wish to offer
an amendment which will address the
problem of the lack of opportunities
that most working Americans have in
order to bave their private retirement
account. We could offer this as an al-
ternative. It would take years and
years, and I do not expect it to change
in my lifetime, but at some point in
the future we could remove the politi-
cal pressure of those Americans totally
dependent on the social security
system, the ever-increasing pressure to
raise benefits, raise benefits—and the
benefits, frankly, have been raised
much faster than the ability of the
people to pay those benefits.

I say to my colleagues, "Look around
in your States. How many people do
you see receiving social security whose
grandchildren are not as well off as
the recipients of the social security?"
Yet, the entire pressure in Congress
and the entire pressure that has been
focused on is that, somehow, all we
have to do is to raise the payroll tax
and we will not have to touch any
future benefits.

I am saying that we do not have to
take benefits away from anybody. We
have to get the wage index and the
benefit levels back into balance, and
they are presently out of balance. The
only way I can see to do that is to
delay the COLA until December of
1985 akid then put t on the sound
footing of the wage index and the
price index. Then we will have a
system with solvency for the future,
and then we will in fact see a restora-
tion of the long-term capital markets
n this country. Once the long-term
capital markets are restored in this
country, we will see activity in the
steel mills in Pennsylvania, activity in
the chemical plants in New Jersey, we
will see building taking place, and the
farms, the fields, and the forests will
be rejuvenated. We will restore the
true noninflationary growth in the
United States.

However, I do not believe that wifl
happen if we always walk into this
Chamber and have our compromise so-
lution of raising taxes to solve the
problem because we do not have the
political will to really bite the bullet
on the problem, and that is that tlw
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benefits have outstripped our ability
to pay those beneTlts.

QRDER FOR RECESS UN1TL 9
TOMORROW

Mr. BAKER r. PtfT, I ask
unanimous co at when the
Senate C ietes its busi today, it
stan recess until 9 am. ton. w.

e PRESIDING OFFICER. With-
out objection, It is so ordered.

LOUTINE MORNING SINESS
TMORROW AND FO'' CONSID-
ER)TION OF HR.
Mr. BAKER. Mr. esident, I ask

unanimous consent that alter the rec-
ognition oMhe two leaders tomorrow
under the st*ndipg order, there be a
period for the' j1'ansaction of routine
morn1ng bushs. to extend from the
expriatlon of yie1dng back of that
time until Iot later tkan 9:30 a.m., in
which Seators may 'eak for not
more thi 2 minutes eacli\

Also,f ask unanimous coent that
at 9:0' a.m., the Senate resurnconsid-
er,M'on of the pending matter. '\

The PRESIDING OFFICER. With-
out objection, it is so ordered.

SOCIAL SECURITY ACT
AMENDMENTS OF 1983

UP A.MENDMEN'r NO. 70

(Purpose: To require notice on social secu-
rity checks that It Is a violation of law to
cash a check issued to a deceased indi-
vidual.)
Mr. HUMPHREY. Mr. President, I

send an amendment to the desk and
ask for Its Immediate consideration.

The PRE&DINT OFFICER. The
amendment will be stated.

The legislative clerk read as follows:
The Senator from New Hampshire (Mr.

HUMPHREY) proposes an imprinted amend-
ment numbered 70:

At the end of title I add the following new
section:

NOTICE ON SOCIAL SECURITY CHECKS

SEc. 153. The Secretary of the Treasury
and the Secretary of Health and Human
Services shall take such steps as may be nec-
essary to provide that all checks issued for
payment of benefits under Title II of the
Social Security Act, and the envelopes in
which such checks are mailed, contain the
following printed notice:

"The cashing or attempted cashing of a
check which was erroneou.s)y issued for pay-
ment of benefits to a deceased person, and
upon which the bearer has no legal claim,
constitutes a felony punishable, under the
provisions of section 208 of the Social Secu-
rity Act by a maximum penalty of $5000
fine and S (fIve) years imprisonment:'

This provision shall be effective with re-
spect to checks issued for months after De-
cember, 1983.

Mr. HUMPHREY. Mr President,
there are many controversies swirling
about the social security issue, but I
think there Is one point on which all
parties agree, and that is that the con-
tinued fraudulent ca:ihir of social se-
curity checks issted to deceased per-
sons cannot be permitted to continue.

The amendment I have offered will
address the need to bring this practice
to an end. It will not completely elimi-
nate it; I will admit that. But I think It
is a substantial contribution to the so-
lution of the problem.

Mr. President, very simply, this
amendment requires that the enve-
lopes in which the social security
checks are mailed bear a legend
making It clear to any potential ca.sher
of that check that the fraudulent
cashing of a check issued a de-
creased beneficiary is a felony under
section 208 of the Social Security Act,
carrying a maximum penalty of a
$5,000 fine and 5 years in prison. I
think that will cause a great many
people, those who have been involved
in fraudulently cashing checks, to stop
and consider the gravity of the act
they are about to commit.

Mr. SYMMS. Mr. President, will the
Senator yield?

Mr. HUMPHREY. I am happy to
yield to my colleague from Idaho.

Mr. SYMMS. Mr. President, I com-
pliment the Senator for his amend-
ment. The majority has reviewed the
amendment. The Treasury believes
that this amendment would be helpful
for a more fair and equitable applica-
tion of the act. I compliment the Sena-
tor for offering It. On this side of the
aisle, we are prepared to accept the
amendment.

it is my understanding that the mi-
nority also has accepted the amend-
ment.

Mr. HUMPHREY. That is also the
understanding of the Senator from
New Hampshire.

Mr. President, if we may have a
word from the manager of the minor-
ity side, I think we can dispose of this
amendment.

Mr. BRADLEY. Mr. President, we
have no objection on this side to the
amendment offered by the Senator
from New Hampshire. No one has ex-
pressed opposition.

Mr. HUMPHREY. Then, I believe,
Mr. President, If I may have the floor
for that purpose. we are ready to dis-
pose of the issue and I have nothing
further to say on the matter.

The PRESiDING OFFICER (Mr.
Wajuerm). The question is on agreeing
to the amendment of the Senator
from New Hampshire.

(Putting the question.)
The amendment (UP No. 70) was

agreed to.
UP IisLENDMEIrI NO. 7i

(Subsequently numbered amendment No.
520.)

Mr. BRADLEY. Mr. President, I
send an amendment to the desk and
ask for its immediate consideration,

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as follows:
The Senator from New Jersey (Mr. BasD-

Lay) proposes an unprinted amendment
numbered 71.

Mr. BRADLEY. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.
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The PRESIDING OFFICER. With.

out objection, It Is so ordered.
The amendment is as follows:
On page 100. between lines 12 and 13,

insert the following:
DISABILITY RETIREMENT BENEFITS

SEC. . (a) Title II of the Social Security
Act is amended by adding at the end thereof
the following new section:

DISABILITY 1'ETIREMEN'r BENEFITS

"Sac. 234. (a) Every individual who—
"(1. meets the criteria for entitlement to

old-age Insurance benefits which are sped-
fled in paragraphs (1) and (2) of section
202(a) (but only if he first meets the crite-
rion specified In paragraph (2) of such sec-
tion in or after the calendar year 2000),

'(2) is under an occupational disability (as
defined in subsection (c) of this section);
and

"(3) has filed application for d.lsabtlity re-
tirement benefits,
shall be entitled to a disability retirement
benefit for each month beginning with the
first month for which he would be so enti-
tled under clause (A) or (B) of section 202(a)
if such benefit were an old-age insurance
benefit, and ending with the month preced-
ing whichever of the following months is
the earlier, the month In which he dies, or
the month in which he attains retirement
age (as defined In section 216(1)).

"(b) Except as provided In section
202(q(12), an individual's disability retire-
ment benefit for any month shall be equal
to his primary insurance amount (as defined
in section 215(a)) for such month.

"(c) For purposes of this title, the term
'occupational djsabillty' (with respect to any
individual) means the inability of such indi-
vidual, by reason of any medically determin-
able physical or mental impairment (as de-
fined in section 223(d)(3)), to engage in sub-
stantial gainful activity of the type prlxnar-
Ily performed by such individual during the
10-year period Immediately preceding the
onset of such inability (or, if such individual
has not engaged in any one type of such ac-
tivity for 2 years or more during such 10-
year period, the inability to engage In sub-
stantial gainful activity requiring skills or
abilities comparable to those of any gainful
activity In which he has previously engaged
with some regularity and over a substantial
period of time).

"(d) The Secretary shall by regulations
prescribe the criteria for determining
whether or not an individual is under an oc-
cupational disability: and an individual shall
not be considered to be under an occupa-
tional disability unless he furnishes such
medical and other evidence of the existence
thereof as the Secretary may require.

"(e) Except as otherwise specified in this
section or in other sections of this Act, the
provisions of this title shall apply with re-
spect to disability retirement benefits in the
same way they apply with respect to old-age
Insurance benefits,".

(b)(1) Section 201(h) of such Act is amend-
ed by inserting ". including payments of dis-
ability retirement benefits." after '226)'.

(2) Section 202(a)(3) of such Act (as
amended by section 201(c)(1)(A) of this Act)
is further amended by inserting "or disabil-
ity retirement benefits" after disability in-
surance benefits".

(3) Section 202(q) of such Act is amended
by adding at the end thereof the following
new paragraph:

"(12) Paragraph (1) of this subsection
shall apply with respect to disability retire-
ment benefits payable under section 234 in
the same way it applies with respect to old-
age Insurance benefits: except that para-
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graph (9) shall not apply and, with respect
to an Individual applying for or receiving
disability retirement benefits, the reduction
period and adjusted reduction period for
any such benefit shall be determined under
paragraph (7) as though retirement age (as
otherwise defined In section 216(1)) were
age 65.".

(4) Section 226(b)(2)(A) of such Act Is
amended—

(A) by inserting "or 234" after "benefits
under section 202" In subsection (a)(2)(A);
and

(B) by adding after "or" at the end of sub-
section (b)(2)(A) the following new clause:
"(iv) disability retirement benefits under
sectIon 234, or".

(c) The amendments made by this section
shall apply only with respect to benefits for
months after December 1999.

Mr. BRADLEY. Mr. President, I ask
unanimous consent that a factsheet
explaining the amendment be printed
In the RECORD at the conclusion of my
statement.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

(See exhibit 1.) -

Mr. BRADLEY. Mr. President, the
amendment I am offering today,
which was developed by Congressman
RON WYDEN and myself, establishes a
new social security program to aid
older workers with major health prob-
lems. Under our proposal, beginning In
the year 2000, a limited number of
workers between the ages of 62 and 66
would receive a new "disability-retire-
ment" benefit if they are unable to
work In their current occupation be-
cause of poor health.

It is Imperative that we take this
step In conjunction with any increase
In the social security retirement age.
If the retirement age is Increased, as
now seems likely, It will mean a hard-
ship for many older -workers who
cannot stay in their jobs because of
poor health and also cannot qualify
for regular disability Insurance bene-
fits. These workers should not be
shortchanged in any way, but that will
happen in a lot of cases unless steps
are taken to protect these workers.

My amendment would allow workers
to qualify for these benefits if they
•can demonstrate inability to perform
the major occupation they had held
during the 10-year period before the
onset of their disability. If workers
had not worked at any one occupation
for at least 2 years, then their work
history would be examined to deter-
mine if their medical condition pre-
vents them from using skills or abili-
ties comparable to those required by
work they had previously performed.

Mr. President, it should be pointed
out that the definition of "work" or
"occupation" does not necessarily
mean the same job or the same em-
ployer. but rather the same general
occupation or type of work requiring
the same skills. It must also be pointed
out that the program will not take
effect until the year 2000; Congress
has the next 17 years to formulate a
more exact definition of eligibility.

This program would be considered a
separate OASI program, with benefits

payable from the OAS]t trust fund.
Benefits fo this program would be
paid according to the OASI current
law schedule for reduced benefits at
ages under 65 and with full benefits
paid at age 65. In effect, these workers
would be "held harmless" to the pro-
posed Increase in the retirement age
and reduction in early retirement
benefits.

Mr. President, a majority of the
members of the Social Security Com-
mission, including Senators DOLE and
HEINZ, recommended that the retire-
ment age be raised. In addition, these
same members recommended a liberal-
ization of the disability program for
those aged 62 and above.

I quote from the Commission report:
Disability benefits are now available

under somewhat less stringent definitions
for those aged 60-64. However because some
workers, particularly those In physically de-
manding employment, may not benefit from
Improvements In mortality and be able to
work longer, we assume that the disability
benefits program will be Improved prior to
the Implementation of this recommendation
to take Into account the special problems of
those between age 62 and the normal retire-
ment age who are unable to extend their
working careers for health reasons.

Mr. President, the Finance Commit-
tee raised the retirement age but did
not make Improvements to the disabil-
ity program. My amendment merely
follows through on the recommenda-
tions made by a majority of the mem-
bers of the Social Security Commis-
sion. The Social Security Commis-
sion's actuaries rough estimate Is that
only about 10 percent of future retir-
ees would fit Into this category, There-
fore, the long-term cost of this change
is mthlmal—0.04 percent of payroll—
and this additional cost can clearly be
accommodated In the bill before us
now because the savings In the Fi-
nance Committee bill exceed by 0.08
percent the level necessary to achieve
long-term solvency.

Mr. President, I believe that this
proposal is a fair one. If we must raise
the social security retirement age, we
need to develop a safety net for older
workers who, for health reasons,
simply cannot keep workIng. I urge my
colleagues to adopt the amendment,

EXHIBIT 1
Baam.EY DISABILITY-RETIREMENT

AMENDMENT

WHAT IS THE PROGRAM?

The Amendment would establish a new
program that will allow a limited group of
workers aged 62 up to the "normal rebre-
ment" age (I.e. the age at which full OASI
benefits are allowed) to qualify for "disabil-
ity retirement benefits". This new program
would not start to take effect until the year
2000—the 3'ear that the Scclai.Security re-
tirement age is scheduled to Increase.

WIf'! DO WE NEED THIS PROGRAM?

There are many older workers whose
health is too "good" to qualify for the regu-
lar disability Insurance program, but too
poor to allow them to keep working in the
occupation for which they are trained. Rais-
ing the retirement age and reducing early
retirement benefits for these older workers
amounts to a Significant cut In benefits be-
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cause their poor health simply won't Iei
them keep working.

WHO WOULD BE ELIGIBLE 20R THE SROGkM?

Workers qualify fr these beneuith if the;
can demonstrate inability to perform the
ssajor occupation they had held during the
10 year period before the onset of their dis-
ability. If workers had not worked at any
one occupation for at least 2 years, then
their work history would be examined to de-
termine if their medical condition prevents
them from using skills or abilities compara-
ble to those required by work they had pre-
viously performed with some regularity and
over a substantial period of time.

"Work" or "occupation" does not neces-
sarily mean the same job for the same em-
ployer, but rather th same general occupa-
tion or type of work requiring the same
skills.

It must also be pointed out that the pro-
gram will not take effect until the year
2000; Congress has the next 17 years to for-
mulate a more exact definition of eligibility.
WHAT ARE THE LEVEL OF BENEFITS TO BE PAID?

This program would be considered a sepa-
rate OASI program, with benefits payable
from the OASI trust fund. Benefits for this
program would be paid according to the
OASI current law schedule for reduced
benefits at ages under 65 and with full bene-
fits paid at age 65.

Age
OAS1 ceuetit law— ol bs*fii

OASI REER

b

............
-

— ....._.___...._..
... - -.

66 -. .. .....

80
06.1
93.3

100
100

15
00
91
93

100

WHAT ARE THE LONG TERM COSTS OF THE
PROPOSAL?

The rough estimate by the Social Security
Administration's actuaries is 0.04 percent of
payroll. Adoption of the amendment will
not lead to Insolvency, since the savings in
the Senate Finance Committee bill exceed
the level necessary to achieve long term sol-
vency by 0.08 percent.

Mr. DOLE. Mr. President, I thank
the distinguished Senator from New
Jersey.

I have Indicated to the Senate that
we have only had an opportunity to
see the amendment for about 30 to 45
minutes. I know of no objection. It
may depend on what other amend-
ments might be adopted. Plus we wish
the time to analyze It carefully on our
side.

I am wondering if the Senator from
New Jersey might be willIng to let us
set this amendment aside, give our
staff and social security people a
chance to review it carefully, and then
we could either call It back up or In
some way dispose of it. If we can agree
on It, or with some modification, it
could be accepted.

I have not checked either with the
distinguished ranking minority
member, Senator LONG. But we would
certainly be willing to look at It care-
fully the next 24 hours.

Mr. BRADLEY. Mr. President, I
would have no objection to temporar-
ily laying the amendment aside until
the next order of business is disposed
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of, and then this amendment would be
pending again, and it would be my
hope that by that time maybe by to-
morrow we could resolve this. I know
that the chairman as he stated in the
Commission report expresses consider-
able interest to meet this problem, and
I have every expectation we will be
able to solve it.

Therefore, I ask unanimous consent
that the amendment be temporarily
laid aside until the next order of busi-
ness is disposed of and then this
amendment again be pending.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOLE. Mr. President, I appreci-
ate the cooperation of the Senator
from New Jersey.

It may be that other Members have
amendments which we can agree upon.
If so, we could dispose of those amend-
ments. It is my understanding we may
want to adjourn between 6 and 7,
nearer 6.

But I would say to Members who
may be in their offices or members of
the staff 1.1 there are noncontroversial
amendments, we would like very much
to dispose of this yet this afternoon,
and we hope to come rn—there has not
been an order yet—but early tomorrow
morning and go until some time late
tomorrow afternoon and hopefully
during the remainder of the day and
all day tomorrow we can, first of all,
dispose of noncontroversial amend-
ments. We believe there are a number
that can be agreed upon. There are
some we cannot agree upon. There
may be rollcall votes sometime after 1
p.m. tomorrow afternoon.

Mr. BENTSEN. Mr. President, as an
original cosponsor of 5. 1, I want to
join my colleagues in commending
Senator Doi, the distinguished chair-
man of the Finance Committee, Sena
tor MOYNIHAN, and others who have
helped fashion a reasonable, effective,
and broadly accepted proposal to ad-
dress the difficult problem of financ-
ing our social security system.

This compromise, Mr. President, is
of obvious and urgent importhnce to
152 mfflion American workers who
have put their trust in the commit-
ments undertaken by this Govern-
ment. For millions of our people social
security spells the difference between
dignity and despair for the future, and
I am convinced that the compromise
being considered by the Senate comes
down squarely on the side of dign!ty.

There is another, equally. important
dimension to this legislation, It pro-
vides the most striking evidence X have
seen n sometime that the American
political system, despite the strains of
partisanship accentuated by an c-
nomic environment of prolonged reces-
sion, is still capthle of acting—rapidly,
ffect1ve1y, td with unity—to serve
Ue vtai interests of or people.

The ocaI eurty package is a clas-
the art o bringing the diverse

ments of Ameica ogether in the
arth ior honest answers o the diffl-
Ctit obiems ffatng ur Nation, No

party, I am sure, is perfectly satisfied
with• this formulation. Everyone has
been asked to sacrifice, to take up a
part of the burden, to pay more, to
defer increases, to suffer a little so
that millions of older Americans will
have to suffer much less.

I sincerely hope, Mr. President, that
the obvious element of bipartisanship
and good will so evident n our delib-
erations on the social security package
can serve as the groundwork for
broader sustained effort to respond to
America's pressing economic problems
and he'p us establish an agenda for
the future.

With this compromise the Congress
will be taking a giant step toward re-
moving social security as a conten-
tious, partisan, emotional issue In
future elections. I sincerely believe
this formulation reflects great credit
on those who had the courage and
foresight to bring it to the floor.

I -commend my colleagues on both
sides of the aisle for a job well done. I
am pleased to be an original cosponsor
of this legislation and I urge Its
prompt approval by the Senate.

Mr. DOLE. Mr. President, I do not
see anyone rushing In with an amend-
ment.

I suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The legislative clerk proceeded to

call the roll.
Mr. GRASSLEY. Mr. President, I

ask unanimous consent that the order
for a quorum call be rescinded.

The PRESIDING OFFICER. With
out objection, it is so ordered.

Mr. GRASSLEY. Mr. President, so
far today we have heard a few hours
debate on this very important issue
and I want to take this opportunity to
give you my views on the entire pack-
age, and to relay what I consider to be
Its strengths and weaknesses.

As this body begins consideration of
the Social Security Act Amendments
of 1983, I would like to share my hopes
and goals, which have guided me
throughout my involvement in this
issue. The first goal, one which we all
share, is to adopt a comprehensive
package th&t will Insure a sound social
security system for as long into the
future as we can predict.

Second, we must adopt a wefl-bai-
nced plan that is fair, one which calls
on 11 who are touched by this system
to share in the sacrifices reauired to
'estore ft to solvency.

When I fh'st heard the National
Comrnisson recommendations I was
'ess than p'eased. In my view the plan
relied far too heavily on tax increases
and t was far too short on reform. My
thgivings were based on my past ex-
erence a a Member of the House of
Represeita.tives during deliberation of
those very important 1977 socjai secu-
rty rnements. At that time we
heard promises from the House Demo-
crUc leadership and from the Demo-
cratic President that adoption of the97 bfli would guarantee adeQuate i-
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nancing for social security until the
year 2030.

Here we are, only a little over 5
years later, still wrestling with the
issue of social security. If Congress has
learned anything about this issue over
the years it should be evident that
continual reliance on tax increases
does little to address the real problems
with our social security system. Tax
thereases do not correct the generosity
of past Congresses which greatly ex-
panded benefits, nor do tax increases
address the demographic changes
which have radically affected the pro-
gram.

Furthermore, greater and more
taxes merely exacerbate our economic
situation of prices Increasing more
rapidly than wages and of continued
high unemployment.

We are rapidly approachmg the
limit which taxpayers can afford to
pay for social security. I would argue
that in many, instances that threshold
has already been crossed. Demograph-
ic changes are such that in 1950 we
had 16½ workers supporting each re-
tiree but by the year 2000 each retiree
will be supported by less than 3 work-
ers. Obviously the answer to this situa-
tion is not further tax increases.

I fully recognize the difficulty n
trying to predict into the future what
economic conditions wifi exist, but we
surely must do a better job this go-
around than we did in 1977 when we
passed those incredibly high taxes.

If we must err in our economic fore-
cast it is far better to err on the side of
conservatism.

The bill reported out of the Senate
Finance Committee not only closes the
long-term deficit but also has a slight
surplus over the course of the 75-year
estimates. This cushion, this surplus,
is a prudent measure.

My only hope Is that present or fur-
ture Members of this body do not see
those extra dollars and decide it is
time to vote for a few more sweeteners
in the social security benefits struc-
ture.

In order to close that long-term gap,
my colleagues and I on the Finance
Committee adopted what I believe to
be a balanced and fair plan. First, the
retirement age would be gradually in-
reased to age 66 but would not be in-
dexed. I know many inividua1s who
felt the retirement age should be in-
creased but were troubled by the
thought of continual increases
through the indexing process.

Second, the outside earnings lirnita-
tion would be phased out in our
Senate Finance Committee plan. I
have long been an advocate of repeal
of this current law which penalizes the
effort of elderly individuals to contin-
ue to be productive members of society
in their 1ate years.

Finally, our committee adopted a
measure whici would slightly reduce
the initia' benefit workers would
ceive upon retirement.
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These measures are a fair approach

to reconciling the long-term deficit. It
recognizes the trend toward increased
longevity, yet balances the needs of
those inclfviduals who must retire due
to illness or disability.

The long-range benefit change is
structured to minimize any impact on
future retirees, and it should be
stressed these provisions do not
impact in any way on those individuals
currently retired nor those for whom
retirement is imminent. The adoption
of these changes by the Senate Fi-
nance Committee greatly improves the
overall balance and fairness of the
original Commission report.

Additional changes approved by the
Finance Committee also serve to make
the plan more palatable to those of us
who feel workers are burdened with
enough taxes.

Senator LONG offered an excellent
fail-safe plan which is exceedingly
fair, and will indeed function as a true
fail-safe mechanism should trust fund
reserves be below 20 percent of annual
outgo, and be projected to decline. The
Secretary of Health and Human Serv
ices would be authorized to reduce the
annual cost-of-living adjustment to
the extent necessary to prevent a fur-
ther decline in reserves. However, the
Secretary must first inform Congress
of the hnpendixlg action, so Congress
would have ample time to enact an al-
ternative solution.

One other change the committee has
recommended is to provide some relief
to the self-employed of this Nation
who will be hard hit with additional
taxes in 1984. These individuals who
serve as the backbone of our economy,
and are pivotal in a recovery, would
have been dramatically affected by
the Commission's original proposal.
While we did not eliminate the provi-
sion to equalize the self-employed tax
rates with the combined employer-em-
ployee amount, we approved the use of
SECA tax credits to help ameliorate
the impact, particularly in the first
year.

These changes, approved by the Fi-
nance Committee, greatly enhanced
the overall package, so that a lot of
people who might not otherwise vote
for this bill on the floor of the Senate
may now be able to do that. To give
the Commission its due, their original
report laid a strong foundation for
Members of both Houses of Congress
from which to make their final recom-
mendations. Without the Commis-
sion's leadership and diligence, I fear
the discussion on social security wou'd
be far more acrimonious.

I must register some concerns WIth
portions of the package I find most
troublesome. The authorization of
continued interfund borrowing, no
matter how carefully structured, spells
nothing but trouble. It Is our duty to
develop a package that will actually
solve the funding crisis. In my mind,
this fall-back provision merely means
we were not able to make some hard
decisions and legislate all the needed

changes to solve the problem of the
social security sysem. It also ha
grave implications for the solvency of
the medicare fund, and convrsely for
the O.A.S.D.I. fund should methcare
be forced to borrow from its larger
sister prior to 1988.

The combination of the interft.nd
borrowing authority and the use of
certain accounting "gimmicks" are
more than just a ltt1e disturbing The
so-called normalization ef tax trans-
fers is a thin dsguLse for general reve-
nue borrowing, albeit for a month at a
time. I would, however, like to state
that the Senate's version. of this
scheme is far better than what the
House adopted in their version of the
Commission recommendations. At
least the normalization mechanism is
triggered in our bill with a time cer-
tain payment, including interest.

The integration of the civil service
system with social security ,poses an-
other problem. While we have heard
from the distinguished Senator from
Alaska (Mr. STEVENS) that the formu-
lation of a supplemental plan for new
Federal employees is not an nsur
mountable problem, such assurances
do little to placate this Nations civil
servants. Congress must work in ear-
nest, and as expeditiously as prudence
allows, to develop an adequate and fair
retirement program for Federal work-
ers who are hired after the ffrst of
next year. We also have the solemn
obligation to those currently in Feder-
al employ that we are solidly and com-
pletely committed to their right to ac-
crued entitlements to future benefits
under the Federal retirement system.

One final point I would like to make
on the completeness of this package is
the adequacy of financing over the
next decade because I have some
doubts about how adequate that is.
We have heard comments from a wide
variety of sources that the package
provides for a razor thin margin
within the next few years. I am deeply
troubled by reports that this package
may not be sufficient to cover the
short-term funding problem. I refer to
my earlier remark that it would be far
better to be overly conservative in our
estimates to guarantee a solvent
system. While I find such a possibility
abhorrent, the plan reported out of
the Finance Committee, does provide
for a fail-sale plan which would be in-
plemented should the system face a
crisis in the next few years. Should we
receive further indications that the
bill not be adequate to remedy the
problem, prompt and honest action
must be initiated to guarantee we do
not fall into the same trap we dd in
1977.

While many of the provisions con-
tamed in 5. 1 are distastefuL I am weU
aware that no social security plan
could have been embraced by so many
different groups and elected officials
had it not been broad based, and con-
tained a mix of the sweet and the
sour. The heavy reliance on tax in-
creases, and back door general revenue
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financing are dffca1t for ie to
accept. Ba1anced against thcc' prov-
sions are the 6-tw'rit h COLA d1a. re
duction of windfall berefit the
long term changes which fci ar
necessary if we are to ever t a
handle on the phenomenal grwth in
this program.

I am particularly pleased thc pac
age includes several womens equity
provisions. All of which are paid for, 1
might add. Finally, several provisionS
which the Finance Committee saw ft
to include are the eEmnatiofl of pris-
oners' benefits, and the 1imitatior o
benefits to nonresident aliens. These
provisions accomplish the much
needed goal of returning a sense of
equity and fairness to the social secu
rity system.

The bill we are debating today Is far
more than a measure to provide ade
quate funding for social security. It is
an opportunity for this Congress to re-
store some faith and confidence in the
entire social security program, and
perhaps restore some credibility in
this Congress and its ability to take
action.

Although far from perfect, this bill
is the culmination of tremendous ef-
forts of all those individuals who par-
ticipated in one way or another to
fashion a concensus plan. My col-
leagues on the Senate Finance Com-
mittee who served on the National
Commission deserve the highest praise
and appreciation from Members of
this body as do their able staff mem-
bers. The private sector individuals
who so freely gave of their time to
work for a reform measure also de-
serve our thanks. The president, and
other elected officials demonstrated
their ability to compromise and bend a
little, to insure the economic security
of today's and tomorrow's retirees. Fi-
nally, speciai thanks need to go to
Robert Myers for his tireless efforts
and seemingly endless patience.

After careful and thorough evalua-
tion, I am supporting this compromise
plan as presented here today. I realize
many individuals and special interest
groups find particular provisions in-
cluded in the package to be sufficient-
y onerous that the plan cannot have
their support. I can only say that we
must evaluate the package in its en-
tirety and with the ujtimate goal of a
safe and secure social security system.
With those thoughts in mind, I lend
my support to this plan.

Mr. DOLE Mr. President, I appreci-
ate the statement of the Senator front
Iowa. I wish to thank the Senator
from Iowa, a member of the comm1t
tee, for his assistance in what he has
described as maybe not a perfect solu•
tion but certainly one that I believe
was improved in the Senate Finance
Committee with the assistance of the
Senator from Iowa.

We believe that we have a good com-
promise. We believe that it will pass
the Senate hopefully without any sig
nificant change and that we can g c
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conference with the House early next
week and have this on the President's
desk sometime late next week.

But I do with to thank the distin-
guished Senator from Iowa for his in-
valuable assistance.

Mr. GRASSLEY. I thank the Sena-
tor from Kansas very much. I appreci•
ate his leadership. I know it ha not
been easy. He has had to listen to my
complaints and the complaints of ev-
erybody else. Let me say this and I say
it sincerely:

This bill has come out of the Fi-
nance Committee a much better bill, a
much stronger bill. if the chairman
will remember the comments I made
in the committee as I asked question
after question of the various people
who were testifying In support and
against this bill, it is very difficult for
me to buy two•thirds of a loaf even
though two-thirds of a loaf may be
better than no loaf at all.

But what came out of the Finance
Committee, quite unexpectedly what
came out of the House of Representa-
tives, is a complete package.

One of the things that I needed to
be assured of the most if I was to vote
for this plan was to be assured that I
could go home and tell retirees that as
best we can presently determine we
have solved the social security prob-
lem well into the future.

We were assured of that hi 1977
based on fantastic tax increases, and
yet here we are almost 6 years later
with the same situation we had then.

But because the chairman has made
some reform In the system, we can tell
the young workers who will pay into
the system for the next 40 years, as
well as the person who is retired or
close to retirement, that we have given
the people a complete and sound pack-
age.

The contribution of the chairman of
the Finance Committee to something
which has become an integral part of
our society and of the social fabric of
America, the social security system,
should be received with all the compli-
ments we can offer. I hope he gets
such compliments for a long time be-
cause he does deserve them.

Mr DOLE. I thank my friend.
Mr. SYMMS. Mr. President, I would

like to join with my friend from Iowa
in ccmplimenting the Senator from
Iansas. I share those comments.

Mr. President, I have not supported
the package yet because I feel there
are still a few amendments that need
to be added to improve this package.

Having said that. did vote against
an amendment which I spoke about
earlier this afternoon, but I do believe
the chairman has made a lot of head-
way and made improvements over
what T thought the committee wuId
be abie to do.

tn Arriwrrr NO. 72
cSi;bs€querit1y nun red amendment No.
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(Purpose: To increase the retirement age at

which full benefits paid to age 68)
Mr. SYMMS. Mr. President, I send

an unprinted amendment to the desk
and ask for its immediate considera
tion.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Idaho (Mr. Ss) pro-

poses an unprinted amendment numbered
72.

On page 97, beginning with line 11, strike
out all through line 9 on page 98, and insert
in lieu thereof the following:

"Rr AGE
(aX 1) The term retirement age' means—

"(A) with respect to an Individual who at-
tains the early retirement age (as defined in
paragraph (2)) before January 1, 1984, 65
years of age;

"(B) with respect to an Individual who at-
tarns early retirement age after December
31, 1983, and before January 1, 2020, 65
years of age plus the number of months in
the age increase factor (a determined
under paragraph (3)) for the year in which
such individual attains early retirement age;
and

"(C) with respect to an Individual who at-
tains early retirement age after December
31. 2019. 68 years of age.

"(2) The term 'early retirement ag&
means age 62 in the case of an old-age,
wiles, or husband's benefit, and age 60 in
the case of a widow's or widower's benefit,

"(3) The age increase factor for thdAvjd.
uals who attain early retirement age in the
period described in subparagraph (B) shall
be equal to one-twelfth of the nuiiber of
months in the period beginning with Janu
ary 1984 and ending with December of the
year in which the individual attains early
retirement age.

Mr. SYMMS. Mr. President, this
amendment would raise the retire-
ment age 1-month per year beginning
in calend&r year 1984 for 36 years—

- which would bring the regular retire-
ment age up to 68 and the ear'y retire
ment age up to 65.

This amendment is needed as one of
the measures to assure the long-term
solvency of the social securfty trust
fund. Increasing the retirement age
gradually over a period of 36 years
gives today's workers adequate time to
adjust and plan for their own retire
ment.

Increasing the retirement age s well
justified because of the increased lon-
gevity o Americans. When social secu
rity was initiated, the average life ex-
pectancy at the time of birth was
about 50 years, Those setting up th
social security trust fund set the soia
security retirement age at 65, Today,
the average life expectancy at the
time of birth is about 72 years, and yet
the social security retirement age still
remains at 65. It is time we brought
this inater up te date to help ipsure
the longtern-k solvency of the trust
fund,

I know that there are many wh are
opposed to increasing the retfrement
age because 01 a variety of reasons, in-
cuding bad health. But I would also
like to mention that I have read con-
siderable information indicating the
benf its of working longer, remaining
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involved, and so forth, which keeps a
person physically and mentally
healthy,

I will not belabor this matter any-
more because I believe this has been
discussed in the hearing process and
today.

Mr. President, I ask for the yeas and
nays. I know the chairman of the corn-
mittee wants to set the vote over until
tomorrow, but I would like to ask for
the yeas and nays on the amendment.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
Mr. DOLE. Mr. President, we do

want to put the vote on that amend-
ment over until tomorrow.

Mr. SYMMS. That will be fine.
Mr. STEVENS. Can we discuss the

time later?
Mr. SYMMS. That will be fine with

me.
Mr.° DOLE. Mr. President, unless

there are other noncontroversial
amendments, we now have an amend
ment laid down. This is not a noncon
troversial amendment, I might add. It
might not be a controversial amend-
ment to the Senator from Idaho, but it
might be to others. With that amend-
ment pending, this might be a good
time to retire for the day.

Mr. HUMPHREY. Mr. President, I
have an amendment which I believe
would be acceptable inasmuch as it is
in the House version. We might take
care of it tonight.

Mr. DOLE, Perhaps we can have a
brief quorum call while we look at it.
Mr. President, I suggest the absence o
a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. STEVENS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out obje:t.ion, it is so ordered.

Mr. STEVENS. Mr. Pres!dent, I ask
unanimous consent that the time for
the vote on the Symms amendment be
deterrn!ned during the time allocated
to the leadershAp on tomorrow whEn
the Senate reconvenes.

The PRESIDING OFFICER. W1th
out objection, it is so ordered.

Mr. SYMMS. Mr. President, I wül
not object. I agree to that. I would just
like to say to the acting majority
leader that I hope we might have, II
necessary, 5 minutes for all Senators
to restate what his or her amendment
does and then vote. I think I we can
work that out, there will be no pb-
lem.

Mr. STEVENS, To make sure there
is no misunderstanding, I ask that
that be the case, that there be 5 min-
utes on each side on the Symms
amendment prior to the time of the
vote being agreed upon tomorrow be-
tween the two leaders,
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The PRESIDING OFFICER, With-
out objection, it is so ordered.

SOCIAL SECURITY BENEFITS TO THE DECEASED

• Mr. HUMPHREY. Mr. President, as
the Senate turns attention to the long-
awaited social security reform pack-
age, I plan to offer two amendments to
address the problem of erroneous
benefit payments to deceased individ-
uals Many of our constituents were
iustifiably angered by the disclosure
late in 1q81 that over $60 million in
benefits had been routinely mailed,
for as long as 15 years, to over 8,000 in-
dividuals listed as dead on medicare re-
cords, In one documented incident, a
gulf coast widow forged her deceased
husband's signature, cashed his bene-
fit checks, and told investigators that
he was at sea on a shrimp boat. In an-
other, a wealthy middle-aged business-
man cashed his father's social security
checks for many months after his
death, explaining to investigators that
he needed to maintain cash flow for
his business. I believe we need to take
action to stem this hemmorhage of
the trust funds.

The first amendment I plan to offer
focuses attention on those individuals
who criminally negotiate the errron-
eously issued checks. The Secretaries
of Treasury and Health and Human
Services would be required to provide
that all title II benefit checks, and the
envelopes In which they are mailed,
bear a printed legend warning that the
cashing or attempted cashing of 'a
check which was erroneously issued
for payment of benefits to a deceased
individual constitutes a felony punish-
able under the provisions of section
208 of the Social Security Act by a
maximum penalty of $5,000 fine and 5
years imprisonment. I believe It would
be wise to plainly warn potential
felons of the nature and consequences
of such an act, In order to give them
pause to reconsider an act of disre-
spect both for the dead and for the
taxpayers who fill the trust fund cof-
fers

The second amendment I p'an to
offer would add a provision directing
the Secretary of Health and Human
Services to establish a program under
which the States voluntarily contract
With the Secretary to periodically fur-
nish information concerning individ-
uals with respect to whom death certif
bates—or equivalent documents—
have been filed. The Secretary would
be required to compare this informa-
tion with SSA files, and to make neces-
sary corrections.

Mr. President, my amendment is es-
sentially the same as an existing provi-
sion of the House-passed reform bill—
which reflects the efforts of Repre-
sentative WILLIS GRAnisoN—and dif-
fers only in that it incorporttes cer-
tain modifications recommended by
GAO and SSA. The amendment stipu-
lates that administrative funds are to
be used or payments to the States,
and that the Secretary may enter into
infonnation sharing agreements with
Federal and State administrators of

CONGRESSIONAL RECORD — SENATE
other benefit programs, provided that
such agencies provide reimbursement
for reasonable costs. Finally, the
amendment provides that information
provided under this section to the Sec-
retary may not be used for any other
purpose, and that the Secretary shall
report to Congress next year on the
status of the program.

Mr. President, I am hopefuL that
these proposals will receive the sup-
port of my colleagues. At a time when
the trust funds are facing severe fi-
nancial hardship, this unacceptable
state of affairs cannot be tolerak'd
any longer.e
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SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The PRESIDING OFFICER. Under
the previous order, the time of 9:30
a.m. having arrived, the Senator will
now resume consideration of H.R.
1900, the Social Security Act Aniend-
ments of 1983, which the clerk will
state by title.

The legislative clerk read as follows:
A bill (H.R. 1900) to assure the solvency of

the Social Security Trust Funds, to reform
the medicare reimbursement of hospitals, to
extend the Federal supplemental compensa-
tion program, and for other purposes.

The Senate resumed consideration
of the bill.

Mr. DOLE. Mr President, I think we
can do a lot of good here on the social
security package in the next few
hours. We have contacted a number of
Members who have amendments that
we believe can be accepted, the first of
which is one to be offered by the dis-
tinguished Senator from Texas, Sena-
tor BEWTSEN.

The PRESIDING OFFICER. The
pending question is on the Symms
amendment.

Mr. DOLE. Mr. President, I ask
unanimous consent that that amend-
ment be temporarily laid aside.

The PRESIDING OFFICER. Is
there objection? The Chair hears
none, and it is so ordered.

VP AMENDMENT NO. 73

(Purpose: To require exceptions and adjust-
ments In the prospective reimbursement
system for large regional and national re-
fend Centers)
Mr. BENTSEN. Mr. President, I

have an uaprinted amendment I would
like to send t the desii and ask for Its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legisiative ciek read as f1ows;
The Senator front Texas (Mr. s),

or himself and Id?. tie prcose m
printed an ndnent numcred 73,

Mr. BENTSEN. N mideJat, ] ask
unanimous conscnt th,ai fu'ther read-
ing of the ane imeut be dispemed
with.

The PRESIDING OFFICER, With-
out objection, it is so ordered.

The amendment is as bllos:
On pace 19S, lIne 21, strike oL 'of public"

and insert "of regional and national referral
centers, and of public".
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Mr. BENTSEN. Mr. President, we

are considering today historic legiso•
tion that will have far-reaching effects
on the delivery of medical services in
our Nation. This legislation. establish•
ing a new prospective system for reim
bursing hospitals under the medicare
program, has sprung from the Con-
gress concern over rising costs of
health care and the need to take pcsi•
tive action to hold down future cost in-
creases. What, in effect, you are going
to see is a rationing of health care by
its very economics. However, we must
be equally concerned, as we move into
the use of prospective reimbursement,
that this system does not Impair our
ability as a nation to continue on the
leading edge of technological innova-
tion and advance in clinical medicine,
some of the things that lead to the
United States being out on the techno-
logical frontier for the delivery of
health care services, nor impair our
ability to provide the most critically Ill
patients suffering multiple complica-
tions a commensurate level of care.

In order to preserve and foster these
great assets of our health care system,
I am offering an amendment to au-
thorize the Secretary to take account,
as appropriate, of the special circum-
stances of facilities furnishing extraor-
dinary medical and surgical care to the
sickest and most resolirce intensive pa-
tient populations.

We have a number of hospitals that
are national and regional referral cen-
ters where we can send patients who
require an intensity of resources
beyond the capabilities of general
community hospitals. One example of
such an institution in my State of
Texas is the Methodist Hospital. This
hospital is nationally recognized as
one of the leading hospitals In sophis-
ticated technological advances—pio-
neering in the treatment of cardiovas-
cular diseases. As a result, Methodist
Hospital became the primary teaching
institution for many physicians who
were later to become well-known and
widely respected cardiovascular sur-
geons.

The Methodist Hospital is one exam-
ple of such highly specialized facili-
ties. There are others within the
Texas Medical Center in Houston, St.
Luke's Ephcopal Hospital, Herma,nn
Hospii, and the University of Texas
Health Science Center. Such advanced
imtitutions have made the Texas
Medical Center a mecca of health
care, annually attracting patients from
all 50 States and from more than 80
foreign countries Other States aLso
possess institutions with similar char-
acteristics—charactMrlstics which
znah tb'm regionsi and ntiianal
rsets.

These large, technologically sophis-
tiatad hospitals which srs as re-
gional and national referra ceters
sre characterized by hgh mix in-
dirts, diverse geog-aphic oatient
origIn, and numerous ult ii
medical education programs. Leaders
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as well in basic and clinical research,
these institutions have furnished and
must continue to furnish technological
leadership in medicine. These hospi-
tals incur costs above those of ordi-
nary hospitals. These additional costs
are attributable not merely to the
costs of education, but as well to the
technological innovation, specialized
training, and specialty treatment capa-
cities of these institutions.

These regional and national referral
centers are leaders in providing qual-
ity health care and are an invaluable
national resource. They are in the van-
guard of developments in clinical prac-
tice, medical technology, and basic and
applied research. They have a unique
capacity to offer diverse, highly spe-
cialized training in all areas of medical
and allied healthcare.

They serve the sickest people in
their community, together with a
broad international, national, and re-
gional group of referred patients for
whom these centers are the place of
last resort. To the extent these centers
are no longer able to serve the same
number of referred patients, other
local and regional hospitals will be
forced to bear the burden of caring for
this critically ifi portion of the patient
population.

I am delighted and pleased that the
distinguished chairman of the commit-
tee has chosen to cosponsor this, and I
want to say how appreciative I am of
the cooperation and help that he has
given and for the help of the staff in
working to insure the achievement of
the objective we seek.

Mr. DOLE. Mr. President, I know
there is no objection to the amend-
ment. I wonder if we might—my staff
has not yet arrived—have a brief
quorum call. I think Miss Burke is on
the way.

I have a statement to put in the
RECORD. I do not wish to detain the
Senator from Texas. The amendment
will be accepted, but I wonder if we
might wait a minute or two?

Mr. BENTSEN. I have also discussed
this with the ranking Democratic
member, Senator LONG, who has been
most helpful and who shares the same
concerns. I urge the Senate to adopt
the committee amendment regarding
national and regional referral centers
to insure that the Secretary will con-
sider any deleterious effects on these
centers of the new prospective reim-
bursement system and to insure that
appropriate adjustments in payment
rates to such hospitals will be made.

Mr. DOLE. Mr. President, the
amendment offered by the Senator
from Texas addresses one of the prob-
lems I mentioned in my opening state-
ment which quite naturally occurs
when a new system of reimbursement is
devised—problems which need atten-
tion if the system is to be as euitab1e
as possible.

Regional and national referral cen-
tm-s may he quite different from other
hospitals. Certainly we know that such
centers are magnets—attracting diff i-
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cult cases that, for one reason or an-
other, cannot be handled elsewhere.
We do not have the data, nor can we
perform at this time the analysis
needed, to verify that such centers re-
quire $10, $100, or $1,000 more per
case than other hospitals. We do
know, however, that some analysis is
necessary and if the results so indi-
cate, adjustments must be made for
the special needs of these hospitals.

Our intention is to continue to sup-
port the enormously important work
done by institutions like the Method-
ist Hospital in Texas. These institu-
tions have a unique capacity to offer
diverse, highly specialized care and
education in all areas of health care.

The amendment offered by the dis-
tinguished Senator from Texas, (Mr.
BENTSEN) directs the Secretary to ex-
amine the experience of these hospi-
tals carefully and to make the neces-
sary adjustments to their reimburse-
ment to account for their special cir-
cumstances.

As I have indicated before, the Sena-
tor from Kansas supports this amend-
ment. I know the Senator from Louisl-
ana (Mr. LONG) 15 a cosponsor, and he
raised the question in the committee
during the committee deliberations.

There is no problem with the
amendment except I think Senator
COCHRAN wanted to offer a slight
amendment to the Senator's amend-
ment, to which I do not think you
have any objection, which relates to
Mississippi, and he is on his way to the
floor.

I suggest the absence of a quorum.
Mr. BENTSEN. Mr. President, if the

Senator will withhold, I suggest that
Senator LONG, from Louisiana, be
listed as a cosponsor.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOLE. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The acting assistant legislative clerk
proceeded to call the role.

Mr. COCHRAN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objction, it Is so ordered.

UP AMENDMENT NO. 74

Mr. COCHRAN. Mr. President, I
send to the desk an amendment to the
Bentsen amendment and ask for its
immediate consideration.

The PRESIDING OFFICER, The
clerk will report.

The legislative clerk read as follows:
The Senator from Mississippi (Mr. COCH-

RAN) for himself, Mr. STENNIS and Mr. Sese-
TER, proposes an unprinted amendment
numbered 74 to the Bentsen amendment
numbered 73.

After referral centers" insert '°incLdirtg
those hospitals of 5O or more beds located
in rural areas)'.

Mr. COCHRAN. Mr. President. I am
offering this amendment on behalf of
myself, Senator STENNIS, and Senator
SPECTER. The purpose of the amend-
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ment is to attempt to address a special
problem with the provisions of the bill
for payment to hospitals for direct
costs under medicare.

The bill provides a basic distinction
between urban and rural hospitals,
with the assumption that the cost in-
curred by urban hospitals is about 30
percent higher than cost of a rural
hospital reflecting the more sophisti-
cated equipment, procedures, and per-
sonnel that are necessary to deal with
the more complex medical problems
that are encountered in the larger
urban areas.

This is true is some cases—maybe in
many cases—but there are some spe-
cial exceptions to that generalization.
There' is, for example, in my State of
Mississippi a 650-bed hospital located
in Tupelo, Miss. It is the North Missis-
sippi Medical Center. For all purposes,
other than the fact that it is located in
an area that Is not defined as an
SMSA, it is a big hospital, the largest
in our State. But because of this arbi-
trary distinction—maybe it is not arbi-
trary in all cases—but because of this
distinction that is in the bill, it would
be eligible for reimbursement at a rate
of some 30 percent less than the hospi-
tals in Jackson, Miss., for instance,
which are located in the standard met-
ropolitan statistical area.

We had hoped to be able to get the
committee to go along with a simple
amendment that would treat these
large rural area hospitals, with 500
beds or more in their facility, as if
they were urban hospitals. I still think
that is the simplest way to do it—but
because of objections from the Depart-
ment and the committee, we are offer-
ing an alternative.

This will provide for the Secretary
to permit payment to these large rural
hospitals at the same rate as the
urban hospitals if it is found that the
cost they incur in delivery of health
care justified that level of payment. I
am hoping that that will be the deci-
sion of the Secretary.

The amendment specifically directs
the Secretary of HHS to analyze the
circumstances for those rural hospitals
with over 500 beds—and there are only
four hospitals like this that I know
about in the United States—and to
make adjustments so that those hospi-
tals can be paid at the rate which re-
flects their actual cost, even though
they would otherwise be in the rural
category.

In addition to providing the Secre-
tary with the authority to order pay-
ment as if these large rural hospitals
were in an urban area, it also permits
the Secretary to determine those
medical functions where there are
higher costs incurred by these large
rural hospitals different from the
costs for similar medical functions in-
curred by smaller hospitals in the
same areas, and directs her to make
reimbursements accordingly, to calcu-
Late reimbursement levels that would
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be fair to the large hospitals based on
their higher costs.

I am hoping that this amendment is
going to meet the problem, it will, if
the Secretary acts promptly and devel-
ops a set of rules that will reflect fair
treatment for these very large hospi-
tals in rural areas.

In talking with the chairman of the
committee and others, I understand
that it is the intention of the manag-
ers of the bill to accept this suggested
change in the language of the legisla-
tion, and I appreciate that very much.
The 1istinguished chairman of the
committee and Senator BENTSEN have
been very courteous and helpful in de-
veloping this language to meet this
problem which exists in my State and
three others. I understand there is a
situation in Texas, as well, where they
are dealing with a large rural center.

I appreciate the opportunity to offer
this amendment at this point on
behalf of myself and the other Sena-
tors mentioned.

Mr. DOLE. Mr. President, I thank
the Senator from Mississippi. His
amendment provides an opportunity
for adjustments in the case of another
small, but important, group of hospi-
tals which could have been all too
easily overlooked during the imple-
mentation of this new system. We in-
tended to devise this new hospital re-
imbursement system so as to be re-
sponsive to as many concerns as possi-
ble.

In the case of the five institutions
Senator COCHRAN is concerned with,
each is quite large and located in a
rural area. They are concerned that
their services and their costs more
closely approximate those of a large
urban hospital.

Certainly the rural-urban split in
the prospective rates may not be ap-
propriate in the case of very large
acute care hospitals located in rural
areas. But rather than pose a simplis-
tic answer to the problem at this time,
this Senator feels strongly that we
ought to direct the Secretary to make
an adjustment that makes sense given
the particular circumstances.

This kind of situation Is a matter
best addressed from an analytical
standpoint. It is in our own best inter-
est to see that the Secretary, as In the
case of the referral centers, takes a
close look at the details and 1 then re-
quired to make appropriate adjust-
ments.

I thank the Senator for hs amend-
inent and for his concern.

Mr. BAUCUS. Mr. President, I com-
mend the committee for is amend-
ment regarding hospitals t.hat serve s
national and regional referral cer t.ers.
While the driving force behind the
prospective payment system has been
the need to restrain cost increases in
heath care, the committee has shown
that it is also mindful of the need to
sustain research and development in
clinical medicine at the Nation's great
medical centers. Such institutions
have special capabilities, not ordinari-
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ly found in community hospitals, that
require technological sophistication
and innovation; multidisciplinary and
highly specialized training programs;
and the capacity, experience, and sup-
port systems necessary to care for the
sickest, most resource-intensive, pa-
tient populaUons. The cost of care in
such hospitals may far exceed the
rates at which the hospital would oth-
erwise be reimbursed under the pros-
pective payment system. The commit-
tee amendment will insure that, as the
Secretary implements this new reim-
bursement system, he makes appropri-
ate adjustments to payment rates to
insure that the abity of our regional
and national referral centers to pro-
vide the highest quality of care for the
sickest of our people is not impaired,
and that our commitment as a nation
to remain in the forefront of advance
in clinical medicine is not diminished.

Mr. STENNIS. Mr. President, earlier
this morning I was away from the
floor when the Senate considered the
Cochran amendment to the Bentsen
amendment concerning medicare reim-
bursement. I was delighted to join my
colleague from Mississippi in cospon-
soring the amendment.

The North Mississippi Medical
Center in Tupelo, Miss., is the largest
hospital in my State, with 650 beds. It
is a major referral hospital serving a
number of surrounding counties in
northeast Mississippi. It provides
highly sophisticated services which
are not available anywhere else within
the region and are typically available
only at urban hospitals. To provide
these services, the hospital must
employ specially skilled, technical per-
sonnel whose alternative employment
opportunities are in urban areas. In
short, Mr. President, its costs are
greater than those of a normal urban
hospital.

The committee bill, in basing reim-
bursement rates upon whether a hos-
pital is rural or urban, fails to recog-
nize the particular situation of these
large, acute care facilities that are lo-
cated in rural areas but which offer
services and incur costs similar to
urban hospitals.

The amendments offered by the
Senator from Mississippi and the Sen-
ator from Texas would authorize the
Secretary to make adjustments in the
reimburernent rates for those large
referral hospitals located in rural
States in order to put them on an
equitable basis with similar urban hos-
pitals. These arnndments are neces-
sary to recognize the unique problems
of a very limited number of hospals.
I am piase that th Senate has ac-
cepted these important amenthents,
and I will continue to work for them
until we get them enacted into ]aw.

Mr. BENTSEN. Mr. President, I
think the arnendmnt offered by the
Senator from Missi:ippi is a good
amendment, a meritorious one. After
looking at it and discussing it with the
Senator, the chairman of the commit-
tee, the Serator from Kansas and I
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are pleased to support it, and a:the
ranking minority member present
from the Finance Com'iittee. I urge
its immediate consideration and adop-
tion.

Mr. COCHRAN. Mr. President. I

thank the distinguished Senator from
Texas very much. I appreciate his co-
operation and assistance in this
matter.

Mr. BENTSEN. I know of no objec-
tion to the amendment. Mr. President.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (UP No. 74) was
agreed to.

Mr. BENTSEN. Mr. President, I
move adoption of the Bentsen amend-
ment, as amended.

The PRESIDING OFFICER. The
question is on agreeing to the Bentsen
amendment, as amended.

The amendment (UP No. 73, as
amended) was agreed to.

Mr. BENTSEN. Mr. President, I
move to reconsider the vote by which
the amendment, as amended, was
agreed to.

Mr. COCHRAN. Mr. President, I
move to lay that motion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The
question now recurs on the Symms
amendment.

Mr. RIEGLE. Mr. President, my in-
tention is to make a brief set of com-
ments about the social security pack-
age. Would that be appropriate at this
time?

Mr. BENTSEN. I know of no one
else seeking time, Mr. President.

The PRESIDING OFFICER. The
Senator from Michigan.

Mr. RIEGLE. Mr. President, I want
to share with my colleagues my
thoughts on this legislation we are
considering today designed to secure
the financial integrity of the social se-
curity system. Clearly, the bill we have
before us on the floor is the product of
the work and thoughts of many indi-
viduals. These Individuals have strug-
gled through many difficult choices In
their attempt to arrive at a workable
solution to the financial shortfall
facing the social security system.

While I and others have reservations
about certain aspects of the package, I
think the Commission deserves praise
for their hard work and their persever-
ance. In particular today I want to
commend Senator DOLE, who, as a
member of the National Commission
and chairman of the Senate Finance
Committee, has demonstrated linpor
thnt leadership and sensitivity on this
vta1 matter.

The recommendations of the Nation-
a Commission and the compromises
worked out in the Senate Finance
Committee are a remarkable achieve-
ment, given the complexity of the
problem

In addition to Senator DOLE, I want
to praise the efforts of the senior Sen-
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:ator from N,v York, Senator Moyi'ii-
for his invaiuaj1e contIbutjon in

the development of this package. The
work of these two colleagues particu-
larly has been, in my view, an impor-
tant national service,

The problems which the social secu-
rity system faces in the next few years
are overwhelmingly a product of the
state of our economy. Several years of
high, unprecedented inflation has re-
sulted in a higher level of benefits
than anyone had anticipated. At the
same time, because of excessive levels
of unemployment, a lower number of
workers have been contributing into
the system which resulted in lower
than expected levels of revenue. So
getting our national economy back on
track and moving forward with - real
economic growth, with people back at
work, is the most fundamental way to
solve the problems of social security.

With regard to the package before
us today, I am especially pleased that
several provisions contained in the leg-
islation are ones which I first intro-
duced lii September 1981 and again
introduced in February of this year.
These proposals are an integral part of
the legislation that the Senate is now
considering.

The critical elements are common to
both my proposals and the plan we are
now considering, and address the
issues of complete interfund borrow-
ing. recrediting the trust funds with
unnegotiated checks, and establishing
public participation on the board of
trustees.

The fourth remaining component of
my legislation which was included in
the National Commission's recommen-
dations but which is absent from the
bill reported from the Senate Finance
Committee, would remove social secu-
rity from the Unified Federal budget.
This would have the effect of remov-
ing social security from the political
forces which are part of the congres-
sional budget process.

As debate on the social security
amendments unfolds, Senator HEINZ
and I will address this situation by of-
fering an amendment following the
House-passed bill, which would remove
social security from the unified Feder-
al budget starting in fiscal 1908.

While I and many of my colleagues
have strong reservations about some
of the provisions of the pending bill, I
am hopeful that we can join together
to hammer out an acceptable compro-
mise through the amendment process.
I did, however, at the outset, want to
take this opportunity to congratulate
the participants who have been so in-
strumental in the development of this
package and bringing it to the floor at
this time.

Mr. President, I yield the floor and
suggest the absence o! a quorum.

The PRESIDING CFFFICER (Mr.
HUaIPHRry). The clerk wiU call the
roll.

The acting assistant legislative clerk
proceeded to call the rolL

Mr. HUMPHREY. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded,

The FRESIDIMG OFFFICER Mr.
SyMMs). Wltht:t objection, it is so or-
dered.

The Senator from New Hampshire is
now recognized,

UP AMENDME? NO. 75

(Purpose: To prolibit payment of benefits
to inmates of facilities for the criminally
insane)
Mr. HUMPHREy, Mr. President, in

1901, the Congress, with excellent ua-
tjfioaf ion, cut off social security bene-
fits-—----

The PRESIDING OFFFICER. Will
the Senator suspend?

May we haste order in the Chamber
so the Senator can be heard and the
Chair can hear the Senator? Those
Senators conferring in the Chamber
will please retire to the back of the
Chamber so the Senator from New
Hampshire can be heard.

Mr. HUMPHREY. I thank the
Chair.

Mr. President, in 1981, the Congress,
with excellent justification, suspended
social security benefits to persons con-
victed of crimes; that is, to criminals.
In the current social security reform
package pending, the Congress pro-
poses to tighten up further on that
procedure to deny all benefits, not just
disability benefits, but all benefits
which are now being extended to con-
victed criminals,

Some months ago, during one of my
frequent visits to the State which I
have the honor of representing, one of
my constituents came to me and com-
plained that he knew of a number of
instances where persons committed to
the State hospital for having commit-
ted crimes but adjudged not guilty by
reason of insanity were receiving social
security benefits and using them to
improve their standard of living, shall
we say, to buy TV sets for their rooms
and other unessential material posses-
sions or were simply accumulating a
savings account.

Mr. President. were it not for the
finding that these people were ad-
.iudged insane, they would not be in
hospitals but in penal institutions. So
the category of nat guilty by reason of
insanity does not imply in any way
that these people are innocent. Except
for their mental condition they would
have been found guilty and prosecuted
under the law. But because of their
mental deficiency, or whatever, they
are categorized as not guilty by reason
of insanity and placed in medical facil-
ities instead of penal institutions.

The point II am trying to make is
that this category of person is no more
entitled to social security benefits ac-
curing to his person than is' someone
adjudged a criminal and placed in apenal institution.

Therefore, Mr. President, It am offer-
ing this amendment which I now send
to the desk and ask for its immediate
consideration,
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The PRESIDING OFFICER. Is

there objection to setting aside the
pending amendment? Hearing none,
the pending amendment is set aside.

The clerk will report the Humphrey
amendment.

'The assistant legislative clerk read
as follows:

The Senator from New Hampshire (Mr.
HUMPHREY) proposes an unprinted amend-
ment numbered 75.

Mr. HUMPHREY, Mr. President, I
ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
On page 106, line 4, before the period

insert the following: "or would be so con-
fined but for his confinement in a psychiat-
ric or other medical facility, or for any
month during which such individual is con-
fined in a facility for the criminally insane,
or any other psychiatric facility, by reason
of his having been found not guilty of a
crime (which would have constituted a
felony under applicable law) by reason of in-sanity."

On page 106, line 21, after "applicable
law," Insert the following: "or would be so
chnfined but for his confinement In a psy-
chiatric or other medical facility or who is
confined to a facility for the criminally
insane or other psychiatric facility under
the jurisdiction of such agency by reason of
his having been found not guilty of a crime
(which would have constituted a felony
under applicable law) by reason of insan-
ity."

Mr. HUMPHREy. The effect of the
amendment is to cut of f social security
benefits to those adjudged not guilty
by reason of insanity. This in no way
affects benefits for which such per-
sons' families might be eligible. This
stricture applies to the person himself
found not guilty by reason of insanity,
just as the stricture enacted by Con-
gress in 1981 applying to cruninals ap-
plies only to that person found guilty
and not to any benefits to which his
family might be entitled.

The manager on the majority side
has agreed to this amendment, I un-
derstand. I believe it has been cleared
by the minority. I yield at this time.
Perhaps the manager cares to com-
ment on the amendment.

Mr. ARMSTRONG, Mr. President, I
do not think this amendment requires
much discussion because I believe that
the case which has been set forth for
its adoption by the Senator from New
Hampshire is completely clear and en-
tirely persuasive.

I just want to congratulate him for
closing the loop here arid for perceiv-
ing an area which had not been ade-
quately treated by the bill as it came
from the Finance Committee. it is, of
course, typical of the scholarship and
participation which he brings to this
matter that he would propound such
an amendment, We appreciate his
doing so, and I hope all Senators will
vote for this amendment,

Mr. HUMPHREY. I thank my col- -
league from Colorado.

CONGRESSIONAL RECORD — SENATE
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If we could have the attention of the

distinguished ranking member of the
Appropriations Committee, I believe
we are prepared to dispose of this
amendment, but I want to give an op-
portunity to the minority to comment.

The PRESIDING OFFICER. If
there is no further debate. the ques-
tion is on agreeing to the amendment
of the Senator from New Hampshire
(Mr. HUMPHREY).

The amendment (UP No. '75) was
agreed to.

Mr. HUMPHREY. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. ARMSTRONG. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.
MOTION TABLEi' ro RECONSIDER UP AMENDMENT

NO. 70
Mr. HUMPHREY. Mr. President, I

also move to reconsider the vote by
which the Humphrey amendment was
agreed to yesterday. This is the one
dealing with requiring the Treasury to
print on social security checks a
legend indicating that fraudulent
cashing of a check is a Federal felony.

Mr. ARMSTRONG. Mr. President, I
move to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. ARMSTRONG. The question is
on the bill.

Mr. HUMPHREY. Mr. President, I
believe we have another noncontrover-
sial amendment that has been cleared
by both sides.

I spoke too soon, Mr. President, I
yield the floor.

Mr. LONG. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. HUMPHREY. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

UP AMENDMENT NO. 76

Purpose: To require establishment of a pro-
gram for obtaining death certificates to
prevent erroneous benefit payments to de-
ceased individuals
Mr. HUMPHREY. Mr. President,

yesterday the Senate accepted an
amendment which I offered and to
which I alluded a moment ago,
namely, that which requires the
Treasury to print a legend on each
social security check and the envelope
hi which it was rnaIed indicating it is a
Federal felony to fraudulently cash or
attempt to cash a check issued to a de
ceased person and indicating that that
is a crime punishable by a maximum
penalty of 5 years in prison or a $5,000
fine.

The amendment agreed to yesterday
addresses the problem of the millions
of dollars being lost every year in
benefits being paid to deceased per-
sons and whose demise has not been
brought to the attention of the Social
Security Administration.

CONGRESSIONAL RECORD — SENATE

As I said yesteFday, this approach,
the printing of the legend on the
check is not a perfect and full remedy
for the situation.

Therefore, IE propose another amend-
ment which I sec o the dezk.

The PRESIDING OFFICER Is the
Senator asking inatthnous consent to
set aside the peidfrig business?

Mr. HUMPIHEY, I ask unanimous
consent that the pending business be
set aside.

The PRESIDING OFFiCER. With-
out objection, it s so ordered.

The clerk wiB report the Humphrey
amendment.

The assistant egis1ative clerk read
as follows:

The Senator from New Hampshire (Mr.
HUMPHREY) proposes an unprinted amend-
ment numbered '16W

Mr. HUMPHREY. Mr. President, I
ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection it is so ordered.

The amendment i as follows:
At the end of Title I add the following

new section:
USE OF DEATH cERTIFICATES TO PREVENT ERRO-

NEOUS BENEFIT PAYMENTS TO DECEASED INDI-
VIDUALS

SEC. 153. Section 205 of the Social Secu-
rity Act Is amended by adding at the end
thereof the following new subsection: "Use
of Death Certificates to Correct Program
Information

"(r)(1) The Secretary shall undertake to
establish a program under which—

"(A) States (or political subdivisions
thereof) voluntarily contract with the Sec-
retary to furnish the Secretary periodically
with information (in a form established by
the Secretary in consultation with the'
States) concerning individuals with respect
to whom death certificates (or equivalent
documents maintained by the States or sub-
dv1sions) have been officially filed with
them;

"(B) There will be (1) a comparison of
such information on such Individuals with
information on such. individuals In the re-
cords being used in the administration of
this Act, (2) validation of the resu'ts of such
comparisons, and (3) correction in such re-
cords to accurately reflect the status of such
indivkluals."

"(2) Each State (or political subdivision
thereof) which furnshe the Secretary with
information on records of deaths In the
State or subdivson under this subsection
may be paid by the Secretary from amounts
available for administration of this Act the
reasonable costs (established by the Secre-
tary th consuitations with the States) for
transcribing and tran.rnitting such informa-
tion to the Seeretary

'(3) in the case of individuals with respect
to whom federally undd benefits are pro-
vided by (or through) a Federal or State
agency other t-an under this Act. the Sec-
retary shall to the exteflt feasible provide
such information through a cooperative ar-
rangement with such agency, for ensuring
proper payment those benefits wth. re-
spect to such individuals 11—

'(A) under such arrangment the agency
provides reimbursement to the Secretary
for the reasonable cost of arythg out such
arrangement, and

"(B) such arrangement does not conflict
with the duties of the Secretary under para-
graph (1).
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(4) The SecreLary may enter Into ixnlar

agreements wfth Sts t& provide InfGr:na-
lion or their ue pO'rm whnfly
funded by the Sttes i the requireircnt of
(r)(3)(A) and (r)(3) re

(5) The Secretrv may use or pIovie for
the use of such erori a may be correctci
uider this sector, subject to such safe
guards as the cretary detenines ar ncc
essary or appropiiate to pkotect the infer
mation from unauthorized use or disclosure,
for statistical and research activiUes con-
ducted by Federal and State 'gencies.

(6) Information furnished to the Secre-
Lary under this suwetio may not be used
for any purpose other than the purpose de.
scribed in this subsection and is exempt
from disclosure under section 552 of title 5,
United States Cock, and from the require-
ments of section 552a of such title.'

(ri) The Secretary shall inc'ude infor-
mation on the status of the program estab-
lished under this section and impediments
to the effective Implementation of the pro-
gram in the 1984 report required under Sec-
tion 704 of the act.

Mr. HUMPHREY. Mr. President,
under Public Law 97-123, the Social
Security Administration was required
to conduct a pilot program under
which it arranged with the States to
obtain from them vital statistics;
namely, death notices. The point, of
course, was to devise a means of elimi-
riating the waste and the fraud that
occurs when checks are made out to
deceased persons and are negotiated in
one way or another; that Is, cashed.

The pilot program required under
97-123 was highly successful, but be-
cause It was only a pilot program it
has now concluded and there is no
mechanism currently in place to
insure its continuation.

Mr. President, in the House version
of the bill before us, there Is a provi-
sion authored by Representative GRA-
OlSON which would extend or begin a
new program requiring the Social Se-
curity Administration to contract with
the various States on a voluntary basis
for obtaining vital statistics such that
it can learn of the demise of benefici-
aries in situations where it now does
not learn of that event.

The amendment before us which I
have just offered is very nearly identi-
cal to that which is already contained
in the House v2rsion. However, there
are a number of minor changes—in my
view improvements—and likewise in
the view of Congressman GRADISON,
which have been made in this amend-
merit, all of which are consistent with
re,ommendations made by the Gener-
al Accounting Office and the Social
Security Administration on this score;
namely, the obtaining of vital statis-
tics from the States.

Mr. President, both the majority and
minoilty sides have examined this
aniendment and are willing to incorpo-
rate it into the bill.

I yield the floor at this time in case
the nanagers on either side desire to
comment at this point.

Mr. ARMSTRONG. Mr. President,
having conferred with the distin-
guished minority manager of the bill.
the Senator from Louisiana, we are
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prepared to accept this amendment.
We think it is a constructive change
and, in fact, addresses itself to a prob-
lem which, m the long run, could cost
substantial amounts of money for the
social security fund. We think this is a
very useful -approach and we are grate-
ful to the Senator from New Hamp-
shire for raising the issue. We urge an
aye vote on the amendment.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (UP No. 76) was
agreed to. -

Mr. HUMPHREY. Mr. President, I,
move to reconsider the vote by which
the amendment was agreed to.

Mr. ARMSTRONG. Mr. President, I
move to lay that motion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The
question recurs on the Symms amend-
ment.

Mr. ARMSTRONG. Mr. President, I
ask unanimous consent that the
Symms amendment be set aside and
that I may be permitted to offer an
amendment.

The PRESIDING OFFICER. With
out objection, it is so ordered

VP AMThMENT NO. 77
(Purpose to permit employers with less than

$5,000 in monthly withholding to deposit
taxes 15 days after the calendar month in
which taxes are collected)
Mr. ARMSTRONG. Mr. President, I

send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER, The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Colorado (Mr. Anrvx-
sTRONG), for himsell and Mr. BAucus, pro-
poses ai unprinted amendment numbered
77.

Mr. ARMSTRONG. Mr. President, I
ask unanimous consent that further
reading of the amendment be dis-

pensed with.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
The amendment is as follows:
At the appropriate place in the bilL add

the foowthg:
•.'( ( ) 5IMPLIF!ED PAYROLL PROCEDURES

(a) GENERAL Rujs.—Effective for months
beginning after December 31, 1983, in app'y-
ing section 31.6302(c)-1(a)(1)(i)(b) of the In.
terna Revenue Regulations—

(1) '$5,000" shall be substituted for
$3,000 in such section with respect to the

first deposit required to be made during any
calendar month."

Mr. ARMSTRONG. Mr. President,
the amendment addresses itself to a
re'atively simple matter but one which
is of great interest to a number of
small business concerns throughout
the country. As Senators know, em-
ployer tax withholding deposit re-
quirements are determined by the In-
ternal Revenue Service in accordance
with a series of thresholds that allow
employers with $500 or less in month-
ly withholding of social security and
income taxes the opportunity to de-
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posit once a month or once a quarter.
For those employers who have with-
holdings in the amount of $500 but
not to exceed $3,000, they deposit 15
days after the calendar month in
which taxes are collected. Those em-
ployers who have more than $3,000 a
month in withholding deposit within 3
days after the liability incurs. Now,
that could be up to eight times a
month.
The purpose of the amendment

which I have offered on behalf of
myself and the Senator from Montana
(Mr. BAUCUS) Is simply to raise that
threshold from 3,000 to 5,000. In other
words, it would permit employers with
less than 5,000 in monthly withhold-
ing to deposit taxes 15 days after the
calendar month in which the taxes are
collected. This amendment simply pro
vides a degree of relief to small busi-
ness in a matter that is of serious ad-
ministrative concern to them. Now, we
are talking about really very small
companies. We are not talking about
even medium size and certainly not In
any even large companies, but we are
talking about, flrst, the cash manage
ment problem which sma1 businesses
have and, second, the administrative
problem, because while it may be pos-
sible, at least barely possible, for a
large company that has substantial
data processing resources to cope with
the demands of depositing several
times a month, At is very, very difficult
for a small company, for a gas station
or a small retailer or a dry cleaner or a
service business to do that. And so this
provision—

The PRESIDING OFFICER. Will
the Senator suspend? May we have
order?

Mr. ARMSTRONG. This merely
provides a degree of relief from that
problem.
So with that word of explanation

and while awaiting the arrival on the
floor of our colleague from Montana,
who I believe may wish to say a word
on this, I will ask for the yeas and
nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
Mr. ARMSTRONG. Mr. President,

while awaiting the arrival of other
Senators who may wish to speak on
this matter, I suggest the absence of a
quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. BATJCUS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, itis so ordered.

Mr. BAUCUS, Mr. President, I join
the Senator from Colorado in offering
his amendment, and I thank the Sena-
tor for the work he has undertaken in
crafting this amendment.

The Senator, as we all know, has
spent many hours, many weeks, many
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months—so far as we know, even
years—on the general question of

social security, and working on the
Commission. He has labored very dili-
gently and Industriously, and I think
he has as much knowledge as anyone
else of the Intricacies and the prob-
lems facing our social security system.
He certainly knows the problems that
face small business.

This is a simple amendment. It is
very brief; it is equitable. It is designed
to help small business, very simply, by
providing that any businessman who
holds less than $5,000 in FICA pay-
ments need only deposit those pay-
mënts on a monthly basis, 15 days
after the end of each month.
The problem at this time is that

businesses that hold $3,000 or more
have to deposit up to eight times a
month. That is the same provision
that applies to businesses of all sizes.
This amendment would enable small
businesses, those with about 15 to 20
employees, to deposit withheid payroll
taxes once a month, 15 days after the
end of each month.

This amendment would not cost very
much. It is less than $1 billion for the
decade. That might sound like a lot of
money, but we all know that in dealing
with the social security system, It is
minimal.

This amendment is endorsed by
many organizations—the National
Federation of Independent Business,
the Chamber of Commerce, the Na-
tional Association of Wholesalers and
Distributors, and others. Obviously, it
is one that is needed for oui economy
as we work ourselves out of the reces-
sion, on the road to recovery. Working
capital will be increased for capital—
starved small businesses, and the ad-
ministrative savings from paying
monthly will also be significant.

I have one final point which is often
made but is one that I think we should
keep n mind: Most innovation in
America comes from small business.
We might think that any innovation,
new ideas, or increases in productivity
come from big business. That is not
the case. Studies show that, by far,
most innovation, most new ideas, most
increases in productivity come from
small businesses. In the main, that is
because smaller businesses enable the
entrepreneur to develop new ideas;
whereas, in larger business, often the
size of the business and the bureaucra.
cy tend to stifle new ideas, and in-
creases in productivity.

Mr. President, I do not want to be-
labor the point. This is a simple and
fair amendment. It gives a bit of relief
to America's small businesses;

Mr. President, a final point: I think
that, by and large, the recommenda-
tions of the National Commission on
Social Security are on the right track.
Each of us might have minor adjust-
ments we would make; but I think, by
and large, it s pretty much on the
right track, because there Is no better
alternative.
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The problem, though, is that when

you look at the whole realm of the
burden business has to bear in contrib-
uting to the package of the National
Commission, It is clear that big busi-
ness can withstand some of the bur-
dens a little easier than can small busi-
ness. Big business tends to be in a
little better position to pass on those
cost Increases in terms of higher
prices. That is somewhat less true in
the case of small business. Small busi-
ness tends to be locked In a little more.

It is for that reason that the Senator
from Colorado and I think small busi-
ness deserves a little break to even out
the burden, to even out the equities.
This is truly more fair, so the package
will be truly more balanced.

For those reasons, 1 hope our col-
leagues will support the amendment,
and I urge Its quick adoption.

Mr. ARMSTRONG. Mr. President, if
the Senator will yield, I congratulate
him on his statement. He has present-
ed the amendment with great clarity,
but also he has made a point that we
need to emphasize every day of the
year, and that Is that the economic
future of this country depends on
small business. That is not to deni-
grate the enormous contribution large
concerns make to our economy in the
employment they provide. But, in re-
ality, it I not the big companies that
are the creative, energizing force of
new ideas and new employment oppor-
tunities. It is the small companies, the
companies which do not have elabo-
rate administrative superstructures,
which do not have the ability to cope
with making deposits of withholding
tax several times a month.

The Senator from Montana and I
are talking about very small firms. We
are not talking about even medium-
sized companies when we say that
their withholding might be $4,000 or
$5,000 a month, This is perhaps a firm
that has a dozen or 15 or, at most, 20
employees, So we are not talking
about large companies.

I appreciate the Senator from Mon-
tana particularly making that point,
because I would not want there to be
any confusion. This is simply a practi-
cal problem that we are addressing,
and I thank him for his participation
and leadership on this issue.

Mr. BAUCUS. I thank the Senator.
Mr. President, one more point:

Often, the first question Senators ask
themselves about an amendment is,
"Does this break up the package? Does
this bust the package?" Some amend-
ments do and some amendments do
not bust the package. Certainly,
amendments that cost large amounts
will bust the package. Amendments
that do not cost large amounts will
not. This is in the latter category. This
is a small amount amendment. There-
fore, I submit that it will not bust the
package. It is an amendment that is
fair and equitable.

Mr. SYMMS. Mr. President, will the
Senator yield?

Mr. BAUCUS. I yield.

Mr. SYMMS, Mr. President, I agree
with what both Senators have said. I
appreciate the Senator from Montana
and the Senator from Colorado bring-
ing this amendment to the floor.

It will not break the package, but it
may save a lot of small businesses that
are right on. the margin now, because
It will be one less headache. So, in the
long run, the $1. billion projected cost,
as the Senator from Montana accu-
rately points out, in terms of the social
security program, is not going to make
or break the system, lEn fact, it may
not cost anything in the long run, just
because it removes the necessity for
some um'iecessary redtape, Also, it will
help some of those businesses facili-
tate their normal operations and pay
their bills. lEt Is an amendment that af-
fects every State.

I think the Senator from Montana
and the Senator from Colorado are
correct. Small businessmen and busi-
nesswomen of America literally are
the backbone of the enterprise system
in this country,

This is one thing that we could and
should do to improve this package. I
hope that we can get an overwhelming
majority vote for this amendment. It
is just plain commonsense. I know
from personal experience that it is
very helpful to the small businessman
who has cash flow and accounting dif-
ficulties.

I thank both Senators for offering
the amendment.

Mr. BAUCUS. Mr, President, I yield
the floor.

Mr. DOLE, Mr. President, I do not
know that the Senator from Kansas
has any problem with the amendment,
but again I think we should state for
the RECORD that It is not cost free as
far as the trust fund is concerned. We
are concerned about the status of the
social security trust funds.

We are advised that the budget
effect of this amendment is $500 mil-
lion in 1984 and $1 billion over the
decade. It will decrease the trust fund
receipts by $200 million in 1984 and
$400 million over the decade. It will
also reduce general revenues in the
amount of $300 million In 1984 and
$600 million over the decade.

As pointed out, the Senator from
Kansas had to be absent from the
Chamber, but this amendment was
discussed in the Finance Committee
by the distinguished Senator from
Colorado, the Senator from Montana,
and I believe the Senator from Idaho.

It is an expensive provision to both
the social security trust fund and the
Federal budget generally, We were
trying to figure out some way to satis-
fy the concerns of small business with-
out having such a significant impact
on the trust funds and on the Federal
budget generally, Apparently we did
not get that worked out.
• Mr. LEVIN Mr. President, I cospon-
sor and support the Armstrong-Baucus
amendment which will reduce the pa-
perwork burden on many small busi-
nesses by allowing them to deposit
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social security prroil taxes on at

monthly basis rather than more he.
quently.

The burdene that ,e have placed on
small business ace heavy. The strugple
that they face in this recession is deep.
We should be ever sensitive to the pa-
perwork and redtape burdens which
we impose upon them,

This amendment is one way of re-
ducing thcna burdens and displaying
that sensitivity and we should grasp
the opportunity to do so. I am happy
to bo cospcusor,•

Mr. DOLE, Mr. President, II have
now discussed this amendment with.
the isrincipal sponsors, the Senator
from Colcrado, the Senator from Mon-
tana, and with the distinguished rank-
ing minority member, Senator Loxo, 1
am prepared to accept the amendment
if there is no objection of the Senator
from Louisiana,

Mr. LONG. Mr. President, I am will-
ing to accept the amendment.

Mr. DOLE. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER, The
clerk will call the roll.

The bill clerk preceeded to call the
roll.

Mr. DOLE. Mr. President, II ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER, With-
out objection, it is so ordered

Mr. DOLE. Mr. President, a parlia-
mentary inquiry. Would the pending
matter be the vote on the Armstrong
amendment?

The PRESIDING OFFICER, The
Senator is correct.

Mr. ARMSTRONG. Have the yeas
and nays been ordered?

The PRESIDING OFFICER. They
have been ordered.

The question is on agreeing to the
amendment of the Senator from Colo-
rado (Mr. AnsI5TRONG). The yeas and
nays have been ordered and the clerk
will call the roll.

The legislative clerk called the roll,
Mr. STEVENS. I announce that the

Senator from New York Mr.
D'AMATO) is necessarily absent,

I further announce that, if present
and voting, the Senator from New
York (Mr. D'AMATO) would vote "yea."

Mr. CRANSTON I announce that
the Senator from South Carolina (Mr.
HOLLING5), the Senator from New
York (Mr. MoYaizH:) and the Senator
from Arkansas (Mr. Paoa) are neces-
sarily absent.

The PRESIDING OFFICER (MY
SyarMs). Are there any other Senators
In the Chamber wishing to votel

The result was announced—yeas 9,
nays 0, as follows:

(Rollcal)I Vote No. 28 Leg,l
YEAS—96

Andrews Boren Chiles
Boshwlt CethrmArmstrong
Bradley CcBen
Bumpere

Bentsen Burdick Dan1oth
DConclni
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Dento Inouye Percy
Dixon Jackson Pressler
Dodd Jepsen Proxmire
Dole Johnston Quayle
Domenic Kassebaum Randolph
Durenberger Hasten Riegle
Eagleton Kennedy Roth
East Lautenberg Rudman
Exon Laxalt Sarbanes
Ford Leahy Sasser
Gain Levin Simpson
Glenn Long Specter
Goldwater Lugar Stafford
Gorton Mathias S tennis
Grassley Matsunaga Stevens
Hart Mattingly Symms
Hatch McClure Thurniond
Hatfield Melcher Tower
Hawkins Metzenbaum Trible
Recht Mitchell Tsongas
Reflin Murkowskl Wallop
Heinz Nick1es Warner
Helms Nunn Weicker
Huddleston Packwood Wilson
Humphrey Pell Zorinsky

NOT VOTING—4
DMnato Moynthan
Hollings Pryor

So Mr. Armstrong's amendment (UP
No. 77) was agreed to.

Mr. BAUCTJS. Mr. President, I move
to reconsider the vote by which the
amendment was agreed to.

Mr. DOLE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. BAUCUS. Mr. President, I ask
unanimous consent that Senator
LEVIN, Senator SASSER, Senator
MITCHELL, Senator BRADLEY, Senator
LAUTENBERG, and Senator JEPsEN be
added as cosponsors of the amend
ment that was just agreed to.

The PRESIDING OFFICER. With.
out objection, it is so ordered.

The majority leader is recognized.



SOCIAL SECURITY ACT
AMENDMENTS OF 1983

UP AMENDMENT NO. 78

(Purpose: To permit an administrative reor-
ganization of certain Veterans' Adminis-
tration offices)
Mr. DOLE. Mr. President, I send an

amendment to the desk on behalf of
the distinguished Senator from Cali-
fornia, Senator CRANSTON, and the dis-
tinguished Senator from Wyoming,
Senator SIMPSON.

I might say, before sending it to the
desk, that it is a technical amendment
that they have asked we try to dispose
of wnen we had an opportunity.

The PRESIDING OFFICER. Is
there objection?

Mr. BYRD. Mr. President, reserving
the right to object. I have no objec-
tion.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Kansas (Mr. Doi.e). on
behalf o the Senator from California (Mr.
Cstsssror) and th' Senator from Wyoming
(Mr. Sspson, pruposes an unprinted
amendment numbered 78.
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Mr. DOLE. Mr. President, I ask

unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFFICER.
Without objection, it is so ordered.

The amendment is as follows:
Add at the end of the bill the following

new title:
TITLE —VETERANS'

ADMINISTRATION REORGANIZATION
SEc. . The requirements of section

210(b)(2)(A) of tItle 38, United States Code,
shall not apply to the planned administra-
tive reorganization at the Veterans' Admin-
istration Los Angeles Data Processing
Center ihvolvlng the transfer of 25 full-time
equivalent employees from the Office of
Data management and technology to the
Department of Medicine and Surgery of the
Veterans' Administration.

Mr. DOLE. Mr. President, as I indi-
cated, this is an amendment that I
have offered on behalf of the distin-
guished Senator from California, Sen-
ator CRANSTON, and the distinguished
Senator from Wyoming, Senator Sxiwp-
SON. It is a noncontroversial amend-
ment relating to the transfer of a
small number of VA employee posi-
tions from one VA department to an-
other in Los Angeles. It is one that
there has been an agreement upon. It
is technical in nature. I know of no ob-
jection to the amendment.

Mr. BAUCUS. Mr. President, as far
as I understand on this side of the
aisle, there is no objection.

This amendment does not relate to
social security. It relates to an Internal
reorganization problem In the Veter-
ans' Administration, and the Adminis-
tration needs the amendment in order
to transfer 25 full-time equivalent em-
ployees from one agency to another
within the Veterans' Administration.

I am not aware of any opposition o
the amendment.

Mr. CRANSTON. Mr. President, I
am pleased to join with my good
friend, the chairman of the Veterans'
Affairs Committee (Mr. SIMPsoN), in
submitting for printing a noncontro-
versial amendment to S. 1 that we
intend to offer during Senate consider-
ation of S. 1 later this week. The sub-
stance of the amendment—relating to
a staffing reorganization in the Veter-
ans' Administration—Is not related to
the subject matter of 5. 1. Rather, we
are proposing to add it to S. I. because
of the need to insure early enactment
of the provisions of our amendment.

Mt-. President, I will ask that a Feb-
ruary 1, 1983, letter from Aimthistra-
tor of Veterans' Affairs Harry N. Wal-
ters to me be printed in the Ranon at
the conclusion of my remarks. In thet
letter, Mr. Walters explains in some
detail the situation that promt.s our
amendment. Stated very irieflv, the
VA Is seeking to accomplish an icrra-
agency transfer of 2., full-time euha-
lent employees fr)-n ru offl'c. Th one
VA department to an office in thr
in connection with the agencjs eicrts
to develop a decentralized authmated
data processing—A1)P—systern in the
VA health-care system. As Adsni2istra-
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tor Walters noted in his letter, the
transfer is considered necessary by the
VA in order to comply with the thrust
of provisions in Public Law 97—377, the
current fiscal year 1983 continuing res-
olution signed into law on December
21, 1982, that are aimed at eliminating
certain centralized ADP activities at
VA medical facilities. The 25 employ-
ees proposed to be transferred have
been, operating a centralized ADP
system that the VA considers outdated
and wished to eliminate in light of the
congressional mandate in that public
law. However, under a provision appli-
cable only to the VA—section 210(b)(2)
of title 38, United States Code—gener-
ally prohibiting the VA from reducing
the staff at any of its offices by more
than 10 percent in any fiscal year
without advance notice to the Con-
gress approximately 8 months prior to
the beginning of that fiscal year, this
transfer cannot take place until Octo-
ber 1, 1983, the start of the fiscal year
1984.

Mr. President, I know of no opposi-
tion to the proposed transfer; it is im-
portant for the transfer to take place
much sooner than October 1, and en-
actment of the amendment we are pro-
posing will allow the transfer to take
place in a more appropriate time
frame. I note also, Mr. President, that
the transfer will not involve any
actual moving of staff; rather, those
transferred will remain at the same lo-
cation but under a different VA orga-
nizational unit.

Mr. President, I ask unanimous con-
sent that the letter mentioned earlier
from the Administrator of Veterans'
Affairs, dated February 1, 1983, be
printed at this point in the RECORD.

There being no objection, the letter
was ordered to be printed in the
RECORD as follows:

FEBRUARY 1, 1983.
Hon. A1..N CRANSTON,
Ranking Minority Member, Committee on

Veterans' Affairs, U.S. Senate, Washing-
ton, D.C.

Dza SENATOR CRANsToN: The continuing
resolution signed into law on December 21.
1982. Pub. L. No. 97-377, states that no ap-
propriated funds shall be used to further de-
veiop or maintain this Agency's Computer-
ized Medical information Support System
(COMISS). It also mandates the transfer of
a full-time equivalent employment (FTEE
ceiling of 69 positions (on an annualized
basis), previously assigned to COMISS de-
velopment, from the Office of Data
Management and Telecommunications
(ODM&T) to the Department of Medicine
and Surgery (DM&S) for the support of the
Decentralized Hospital Computer Program
(DHCP). However, the law states that funds
cac aiso be used to operate the Automated
Pharmacy, Prescription Labeling, Editing
and Storage (APPLES) system at locations
where that system is currer.tiy operating.

We are taking the actions that are neces-
sary to transfer the specified 69 FrEE ceil-
ing, Pius an additional 11 positions previous-
ly astgned to COMISS development, Lro.
ODM&T to DM&S. This transfer includes
the tot.ai FTEE ceiling for COMISS in Cen•
trai Office and at the Hines Data Processing
Center and, therefore compiles with both
the letter and intent of Pub. L. No. 9'?—3T).

iarch 1?, 1983
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In order to further comply with the

thrust of that law, I have decided that the
transfer should also include an FTEE ceil-
ing of 25 positions that currently support
the operation and maintenance of the
APPLES system at the Los Angeles VA Data
Processing Center. The APPLES system is a
centrally maintained and operated hospital
outpatient pharmacy system that currently
supports VA hospitals in Southern Califor-
nia. The intent of the Congressioral direc-
tive to terminate COMISS development is
to ensure that hospital-based automation is
accomplished by DM&S through DHCP.
The APPLES system is an outdated central-
ized system which will eventually be re-
placed by a DHCP system. Logically, there-
fore, the FTEE ceiling for APPLES should
also reside within DM&S and not ODM&T.

However, since including this FTE ceil-
ing of 25 positions exceeds 10% of that of-
fices total FrEE ceiling of 80 positions, I
am reporting to you, in accordance with 38
USC 210(b)(2), my intention to transfer that
FTEE ceiling to the West Los Angeles VA
Medical Center on October 1, 1983. Later,
during fiscal year 1984, it may be"ome nec-
essary to further realign that FLEE within
DM&S to ensure support for the orderly de-
velopmeni of DHCP. The purpose of the re-
organization is to help accomplish the grad-
ual transition from centralized to decentral-
ized hospital computer support. The Con-
gress has spoken clearly in Pub. L. No. 97-
377 and on pages 8 through 10 of House
Report No. 97-359 to point the VA in this
direction.

We wish to maintain ADP support during
this transition period while minimizing p0-
tential adverse impact on affected VA em-
ployees. We believe that we can best accom-
plish these goals by moving the FTEE for
APPLES at the Los Angeles DPC as soon as
possible.

I will be pleased to provide any additional
information which you may desire concern-
ing this planned reorganization.

Sincerely,
HuY N. WALTERS,

Adminisfrator.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment.

The amendment (UP No. 78) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. BAUCUS. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, I under-
stand that my colleague from Kansas,
Senator KAssEBAUr, and the Senator
from Connecticut, Senator DODD, may
have noncontroversial amendments. I
also know that the Senator from New
Jersey has one, but it is going to be
controversial. We have been asked by
the majority leader not to get into any
"controversial" areas. This would not
mean that those amendments may not
be adopted, but if there is some dis-
pute we woud defer debate, so that we
can move to the jobs bill if and when
the unanimous-consent request is
made and agreed to.

I might suggest, if someone could
notify Senator DODD and Senator
KASSEBAUM, we might dispose of those
two amendments.

I might say to the Members who
may be listening that there are not all
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that many amendments on this bill.
The Senator from Montana and the
Senator from Oklahoma have one on
illegal aliens, We are in the process of
reviewing that amendment. We are re-
viewing the amendment of the Sena-
tor from Nw Jersey, Senator BTAD-
LEY. There will be, of course, Senator
LoNG's arnenc.'rnent. That will take
some time and may lead to other
amendments.

In any event, at this point there are
probably not more than a dozen
amendments. We wou1 hope that if
some of those are not controversial, we
could dispose of them before we go
back on the jobs bill.

Mr. President, L suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. LONG. Mr. President, I ak
unanimous consent that tlie order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, It is so ordered.

The Senator from Louisiana is recog-
nized.

COsPONSORS—AMENDMENT NO. 512

Mr. LONG. Mr. President, I ask
unanimous consent that the following
Senators be added as original cospon
sors on Senate amendment No. 512,
social security reform: Pzu., GLENN,
RIEGLE, PRESSLER, BIDEN, and WARNER.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. LONG. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. DOLE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO. 521

(Formerly UP Amendment No. 72.)
Mr. DOLE. Mr. President, it is my

understanding that the distinguished
majority leader will soon propound a
unanimous-consent request. But while
contacts are being made. perhaps we
can dispose of the amendment of the
Presiding Officer, the Senator from
Idaho (Mr. SYMr;). I understand that
is the pending business. Is that cor
rect?

The PRESIDING OFFICER That is
the pending business.

Mr. DOLE. The yeas and nays have
been ordered?

The PFESIDING OFFICER. The
yeas and nays bae been ordered.

Mr. BYRD. Mr. President, a clarifi-
cation. Will the Chair state the ques-
tion again?

The PRESIDING OFFICER The
question is on agreeing to unprinted
amendment No. 72, by the Senator
from Idaho. The yeas and nays were
ordered yesterday.
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Mr. BYRD. Mr. Fredent, that

amendment Would change the retire-
ment age to 68. is that correct?

Mr. DOLE. Yes: that is the under-
standing of the Senator from Kansas.

(Mr. MATTINGLY assumed the
chair.)

Mr. SYMMS. Mr. President, if the
disthguished majority leader will
yield, I was in the chair, and I could
not rescnd.

Very simply, the amendment raises
the retirement age 1 month every year
for 36 years, so it is a very gradual
change, and it will not disrupt any-
body's plans. It will save billions of
dollars for the long-term problem and
several billion dollars in the next 10
years when there is a squeeze on the
trust fund.

Mr. BYRD. I thank the Senator. I
just thought Senators should know
what the question is.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment. On this question the yeas and
nays have been ordered, and the clerk
will call the roll.

The legislative clerk called the roll.
Mr. STEVENS. I announce that the

Senator from New York (Mr.
D'AITo) is necessarily absent.

I further announce that, if present
and voting, the Senator from New
York (Mr. D'AMATo) would vote nay.

Mr. CRANSTON. I announce that
the Senator from Arkansas (Mr. BUMP-
ERs), the Senator from South Carolina
(Mr. HOLLINGS), and the Senator from
Massachusetts (Mr. KENNEDY) are nec-
essarily absent.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber who desire to vote?

The result was announced—yeas 12.
nays 84, as follows:

[Roilcall Vote No. 29 Leg.]
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So Mr. SYaIMS' amendment (No. 521)
was rejected.

Mr. BAKER. Mr. President, I move
to reconsider the vote by which the
amendment was defeated.

Mr. LONG. I move to lay that.
motion on the tab1e

The motion to lay on the table was
agreed to.

Mr. BAKER. Mr. President. may we
have order in the Senate?

The PRESIDING OFFJCR. There
will be order in the Senate.

The majority leader.
Mr. BAKER. I thank the Chair.
Mr. President, earlier this afternoon,

I described the terms of a proposed
unanimous-consent agreement that I
hope the Senate will agree to.

Mr. President, I have no changes,
except minor language changes, to
make in the request as I described it
earlier. I will put that request in just a
moment. I would like to make sure
that all the principals and the minor-
ity leader are on the floor. I thought
that was the case, but it apparently is
not at the moment.

I do not want to put this request
until. I am sure everybody is here who
expressed an interest, in it or who
wants to be on the floor, so let me wait
just a minute.

I now suggest the absence of a
quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. BAKER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

UNANIMOUS-CONSENT AGREE-
MENT—KASTEN AMENDMENT
NO. 504

Mr. BAKER. Mr. President, as I said
earlier, I want now to propound a
unanimous-consent request that is
identical, I believe, with the one I de-
scrthed on the floor a little nhile ago,
with certain minor changes that I be-
11c.e do not affect in any way the sub-
stance of the agreement but do, in
fact, contribute to its clarification. I
hope the agreement will be granted by
the Senate.

Mr. President. 1 ask unanimous con-
sent that the pending measure be tem-
porarily laid aside and that the Senate
proceed to the consideration of the
reciprocity bill, .S. 144.

I further ask unanimous consent,
when that measure is before the
Senate this afternoon, that it will be
before the Senate only for one pur-
pose. and that is to permit the Senator
from Wisconsi'i (Mr. KasTEN) to offer
one amendment dealing with dividend
and interest withholding.

I further ask unanimous consent
that no amendment to the Kasten

amendment be in order this afternoon;
that no debate be in order this after-
noon; that no point of order be in
order to be made at this time; that im-
mediately after the reporting of the
Kstcn amendment, the Senate, with-
out further action, then resume con-
sideration of the jobs bill; that no fur-
ther amendment dealing with with-
holding of dividends and interest be in
order to that bill; and that on April 15,
1 hour after the Senate convenes, the
Senate resume consideration of the
reciprocity bill, at which time the
Kasten amendment will be the pend-
ing question for debate and with no
waiver of any Senators rights.

I further ask unanimous consent
that the Kasten amendment to the
Abdnor amendment be withdrawn and
that the Kasten amendment to the
committee amendment be withdrawn.

I further ask unanimous consent,
Mr. President, that the order for the
Senate to convene on Saturday be viti-
ated. I ask unanimous consent that
the order for a vote on cloture which
would mature tomorrow be vitiated.

Mr. President, that is the request.
Mr. LONG. Mr. President, reserving

the right to object, and I do not intend
to object, Mr. President, I just want to
make it clear that, as far as the Sena-
tor from Louisiana is concerned, if Mr.
KAsTEN is willing to agree to that
unanimous-consent request with
regard to his amendment, I will re-
spect his decision. -

Mr. BAKER. Will the Senator yield?
Mr. LONG. Yes.
Mr. BAKER. Mr. President, that is

entirely appropriate and I think we
should ask the Senator from Wiscon-
sin if he is agreeable with the request.

Mr. KASTEN. I am agreeable to this
request. I would like to say to the Sen-
ator from Louisiana that this is similar
to what he and I and others have been
working for now for 2 or 3 days. It
means this will be the pending amend-
ment. It means we will be able, within
a short period of time, by working the
will of the Senate, to have a vote up or
down on the withholding question.

Mr. LONG. Let me say further, It is
the judgment of the Senator from
Louisiana that the jobs bill was not
the most appropriate bill on which to
offer the amendment.

If the Senator from Louisiana had
been planning to offer that amend-
ment, he would have offered it on the
social security bill. I do not know that
I am going to offer it on the social se-
curity bill, but I want to make clear
that a Senator has that right, if he
wants to do so.

When one studies the amendment, I
am not sure that the Kasten amend-
ment will get from here to the House
of Representatives even if the Senator
has a majority of votes here in theSenate.

I have read Mr. DOLE'S remarks
which appear earlier in today's
RECORD. They make it clear that the
Senator from Kansas and those who
agree with him would have a right to
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debate the Kasten amendment on the
trade bill as long as they want to, and
they would have a right to conduct a
postcloture filibuster on it, if that be
their desire.

It is clear that that is the right of
Senators.

This Senator is willing to go along
with the unanimous consent agree-
ment.

This Senator salutes the Senator
from Wisconsin for the noble fight he
has made on this matter. At least he
did succeed in getting a showing of
strength. He gave the Senate an op-
portunity to go on record in favor of
repealing withholding, and he did
have a majority of the votes, 59 votes,
as I recall. So he has made a noble
contribution to the cause.

I am frank to say that many Sena-
tors—in fact, by the time they think it
over, maybe a majority of those who
favor what Mr. KA5TEN is trying to
do—may feel that they are compelled
to offer a similar amendment on the
social security bill or some other bill.
As I understand it, that is their privi-
lege if the unanimous-consent agree-
ment is agreed to.

Mr. BAKER. Yes. As thQ Senator
knows, Mr. President, 'I had earlier
hoped we could include in this agree-
ment a prohibition against the interest
withholding amendment on either the
jobs bill or social security. As the Sen-
ator from Louisiana points out, that
would be unlikely to be agreed to by the
Senate. There are a number of Sena-
tors on both sides of the aisle who
have indicated they wish to preserve
that right. I continue to hope they do
not do that because we do need to pass
social security. But I did not include
that request at this time for that very
reason. Of course, any Senator is free
to offer any amendment that they
wish and that qualifies to the social se-
curity bill without any effect on this
agreement.

Mr. LONG. I just want the Senator
to understand that if a request had
been made that no such amendment
be offered to the social security bill, I
would have been compelled to object
today. I might have wanted to recon-
sider my position over the weekend,
but today I would be compelled to
object to the request. I will not object
to the pending request, and I hope
other Senators will not object.

Several Senators addressed theChair.
Mr. BAKER. Let me yield to the

Senator from Wisconsin once more.
Mr. KASTEN. I want to thank the

majority leader for yielding. I wanted
to direct my comment.s to the Senator
from Louisiana.

He is correct. The possible flaw in
this agreement is that this particular
bill will not have the power or legisla-
tive strength, if you will, to go all the
way through the process. I recognize
that. It is my feeling that at this time
we wanted to get a vote by which we
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could pass it out of the Senate Cham-
ber without slowing down the jobs bill.

If it turns out that the Senator's re-
marks are correct, that this will be
tucked away in some back corner desk
in the Way and Means Committee, we
have not in ny way cut off or
chances for amending the debt ceiling
bill, for amending other appropri-
ations matters, for amending a tax bill
when it comes.

This issue is going to he before the
Senate and this issue is going to be
before the American people until it is
repealed. We are going to repeal. it.
The question is how are we going to
get from where we are to there. We
are in no way precluded from any
other mechanisms or benefiL.

Mr. LONG. I just want to make clear
Mr. President, that that is the situa-
tion, that the Senator from Wisconsin,
certainly he or any other Senator, is
not barred if he feels he wants to offer
this amendment on the social security
bill or any other bill. In my judgment,
such an amendment should have been
offered on what is clearly a revenue
bill.

Over in the House of Representa-
tives they have a way of doing busi-
ness where they regard an appropri-
ations bill as being a bill to raise reve-
nue. Just read the Constitution. It
says bills to raise revenue must orig-
nate in the House of Representatives.
My imagination defies me to see how
an appropriations bill to spend money
can be determined to be a bill to raise
revenue.

If we try to send them an appropri-
ation bill that originates in the
Senate, they will say it is a revenue
bill and send it back to us. If we take
another bill that has nothing to do
with revenue, and if we put on an
amendment to reduce revenue, not
raise it, they will send it back. We do
not get a chance to appeal their action
because we have no right to make an
appeal over there in the House or to
make a motion there. We have to act
over here when it gets sent back to us.
We are powerless to do anything about
it when those people in the House put
a construction on a bill that is obvious-
ly wrong. But who are we going to
appeal to?

We have no recourse. We just have
to go along with them on the theory
that you can offer an amendment on a
revenue bill, and while at it you might
as well offer it on a real revenue bill.

Mr. BAKER addressed the Chair.
The PRESIDING OFFICER. The

majority leader.
Mr. BAKER. Mr. President, you

have heard from a man who never
served in the House, and I am one of
those who never served in the House.
[Laughter.]

1 confess freely I do not understand
the ways of the House. But I do under-
stand that the Senator from Louisiana
is absolutely right. They will do that
to us. The Founding Fathers gave us
nothing to do in return, I am afraid, so
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there is not much we can do about
that, at least right now.

I want to subscribe abselutely and
totally to the description of that situa-
tion by the distinguished Senator from
Louisiana.

Now I wiI yield to the Senator from
Nebraska and then to the Senator
from Iowa.

Mr. EXON. Reserving the right to
object, and I iU not object, I would
like to take the time to ask two ques-
tions, if they will answer, first a ques-
tion to the Senator from Wisconsin
and then to the Senator from Louisi-
ana.

Mr. BAKER. Mr. President, I yield
for that purpose.

Mr. XON. I will first ask a question
of the Senator from Wisconsin, re-
minding him ard the body that I am a
cosponsor of the amendment he has
fought so hard for, to eliminate the
withholding on interest and dividends
come July 1.

My questthn has to do with a news
report that I read earlier today that
was attributed to the Senator from
Wisconsin indicating that he was sug-
gesting that we move up the cloture
petition vote to this afternoon, that he
intended at that time to vote for clo-
ture and then move to overrule the
likely ruling of the Chair that his
amendment would not be germane.

Is it in order and could he answer
the question as to whether that effort
has failed, or does the Senator think
that the recommendations that have
just been outlined by the majority
leader better serve the cause that the
Senator and I are dedicated to?

Mr. KASTEN. In response to the
Senator from Nebraska, I want to say
that I thank him for his strong sup-
port and coauthorship of the amend-
ment and his strong support in the
effort to repeal this regulation con-
cerning withholding on interest and
dividends.

This morning when I spoke, I said to
the Senate it would be my hope that
we not delay this whole process, that
either we foflow the outline just de-
scribed by the Senator or that we
work with the leadership to try to ac-
commodate our needs. We have been
trying to work with them since last
Thursday. Significant changes were
made today which made it possible for
a bili to be brought up, for an amend-
ment to be attached to it, and for that
to be, if you will, boxed into a date cer-
tain. These were not agreements possi-
ble before today.

I think the tact that we talked about
pushing the cloture vote and, frarkly,
pushing the Senate into a postcloture
situation where that ruling would
have been dfficuIt and that vote on
postcloture germaneness would have
started to push against the rules of
the Senate, although there have been
precedents in 1SO, thinking of the
Kassebaum amendment, I chose, and I
believe our cause is best served, to not
push on that at this time, by not forc-
ing ourselves into a postcloture filibus-
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ter situation, and by not slowing down
the jobs bill any further.

We have whet we wanted from last
Thursday. We now have he opurtu-
rity for the u er ciown on a p -
ticular date certain and without inter-
ening business that cai be uscd to
fence us out.

We have what we wanted. Last
Thursday, we got to it in part by talk-
ing about going through the cloture
situatkrn this afternoon.

Mr. EXON. I thank my friend from
Wisconsin for his explanation. Now I
would like to pose a question to my
learned friend and master of the par-
liamentary procedure, the Senator
from Louisiana.

The measure upon which the com-
promise is based is the reciprocity bill;
is that correct?

The Senator from Nebraska happens
also to be a cosponsor of that reciproc-
ity bill. I do not know whether or not
this idea has been cleared with the
sponsors of that bill, but I am inquir-
ing of the Senator from Louisiana as
to what he thinks the chances are of
the amendment ever getting to the
House of Representatives and being
passed if we follow the route that has
been suggested by the majority leader.
Or might it be that attaching this
measure that I am a cosponsor of with
the Senator from Wisconsin to the
reciprocity bill that I am a cosponsor
of might not, Indeed, mean that nei-
ther one of them will ever see the
light of day?

Mr. LONG. Mr. President, I have no
doubt that they will see the light of
day on the Senate floor, because that
is called for in the unanimous consent
request. They will see the light of day
on the Senate floor.

Mr. EXON. I mean off the Senate
floor.

Mr. LONG. I assume that if the op-
ponents of this measure are as firm in
their opposition as they are now—and
the statement of Mr. Doi, the chair-
man of the Committee on Finance, in-
dicated that he is still as firm in his
views as he has been up to this point—
I would say that the chances of any-
thing happening other than the bill
coming back from the House with a
blue slip on it are little or none. All it
takes is a single objection over there
and it comes back to us with a blue
slip on it, and that is the end of it. We
can pass the bill and it will come back
from the House with a blue slip.

Mr. BAKER. Mr. President, a few
minutes ago I indicated that I do not
know anything about the House rules.
I do not know much, but I know a
little, because I have been enlightened
on this subject by the chairman of the
House Ways and Means Committee
and others. I understand that a major-
ity of the House would have to sup-
port a challenge of that bill with a
blue slip. If the majority of the House
wants to accept that bill, a single ob-
jection would not stop it.
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Mr. LONG. Mr. President, that ms y

be, and 1 would be glad to check it out
the best I know how.

My understanding is that the reci-
procity bill is an S-numbered bill, a bill
originating in the Senate. We on the
committee know that that bill itself
violates the Constitution. If we send
the House a bill that is unconstitution-
al on the face of it then under the
Constitution, they have no business
considering it.

Mr. BAKER. Mr. President, we are
talking as professed Members of the
Senate who know the least about
House procedures.

Mr. LONG. But I know something
about the Constitution.

Mr. BAKER. I recommend that we
defer to our friends in the House
about it.

Mr. LONG. If he wants to plead Ig-
norance about the Constitution, the
Senator from Tennessee is free to do
that. I do not plead ignorance.

Mr. BAKER. I do not plead igno-
rance, Mr. President, but I do not
know.

Mr. LONG. Well, I do. If the Sena-
tor wants to come to me and ask ques-
tions on the point of constitutional
law, I will be glad to talk to him. I
have studied it many times.

Mr. EXON. If the Senator will yield,
Mr. President, the majority leader has
always been courteous and candid with
me. I do not wish to go against his
wishes, but I feel I must play ball with
the people I have cosponsored the
amendment with.

Mr. SYMMS. Will the Senator yield
to me?

Mr. BAKER. Yes; I yield.
Mr. SYMMS. Mr. President, if I had

not given my word to the distin-
guished majority leader that I would
not object to this amendment, I am
not sure just what my attitude would
be. I wanted to propound a question.

To which bill was the Senator from
LoUisiana speaking that is going to get
the blue slip on it? Was he talking
about the jobs bill, or the reciprocity
bill?

Mr. LONG. I said that the reciproc-
ity bill is a revenue bill; it is plainly a
bill to raise revenue, because it has to
do with tariffs.

Mr. SYMMS. This reciprocity bill,
did it not passed the Senate previously
and never come out of the Ways and
Means Committee?

Mr. LONG. No, Mr. President, it has
not passed the Senate. But there is no
doubt about it, if the reciprocity bill
on the calendar goes from here to the
House, it is not going to be acted on in
the House. The House is going to tell
us that is a revenue bill, and with an
S. number on it, that is just like a red
flag to make them send it back over
here. If I had a blue Slip, I would show
it; fli blue slip says the House re-
min tile Senate that a revenue bill
must originate in the House of Repre-
sentatives, period, and here is your bill
back. It is a very polite thing to do.

They could just burn the bill. (Laugh-
ten

Mr. SYMMS. As is so often the case,
Mr. President, I think, from my expe-
rience in the other body, the Senator
from Louisiana is right. But it may be
that the Senator from Louisiana alsp
is right that the proper bill for the
proponents of the repealing the with-
holding on interest and dividend
income is the social security bill.
Maybe that is the bill to which it
should be attached. Maybe the Sena-
tors from Nebraska and Wisconsin and
the other Senators who are authors of
this amendment could offer it there
instead of having it on the jobs bill if
it pleases the leadership to have it
there.

Mr. LONG. It was the thought of
the Senator from Louisiana that if
somebody wanted to ask me what bill
to put his amendment on, I would
have suggested the social security bill.
I salute the Senator from Wisconsin
for the try he made It takes the hide
of a rhinoceros to tackle one of those
big bills against the leadership on his
side of the aisle, or this side of the
aisle, for that matter, when he is told
that a bill is urgent, we cannot take
time to think about matters, this bill
has to pass right now, people are
hungry, they have needs across the
width and breadth of America and
there is some unemployment insur-
ance money here, and something has
to happen. I think the Senator from
Wisconsin has stood up nobly against
the kind of pressure he has faced. But
as a practical matter, if one wants to
amend this bill or that one, he had
better to prepared to face that type of
calumny.

At the same time, it seems to the
Senator from Louisiana that if you
want to offer your amendment, you
would do well to try to amend what is
clearly a House revenue bill to begin
with, because when it gets to the
House side, they are going to chal-
lenge it if it is not a House revenue
bill.

Mr. SYMMS. I thank the Senator. If
I may reserve the right to object a
little further, I shall not object. I
would like to join in those compli-
ments of the Senator from Wisconsin
for his noble efforts. I am sorry to be
at odds with my distinguished chair-
man, whom I have so much respect for
on the Finance Committee. I do think
when we passed the 1982 TEFRA Act,
we made a mistake to include that in
the biI. I was one of those who voted
for it, and I am willing to admit I
made a mistake.

I wish we could stop fighting this
hwe and allow the American people—
whom we have tld for years and years
they oi.tght to take an active part in
politics. I have told my own people,
"You ought to take the tim to try to
influence the people you do business
with, whether it is on the payroll slips
or anything else." That is all they
lave done in this case. The people
have responded.
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I think as rapidly as possible, we

ought to give them a vote on the
House floor and the Senate floor and
let the President make the decision
that he wants to. I wish we could bring
up a clean bill, pass it, and send it over
to the House. But that Is not the
choice of the leadership.

I do not object.
Mr. BAKER. I yield to the Senator

from North Carolina.
Mr. HELMS. Mr. President, let me

see if I have the scenario straight.
First of all, we are going to lay aside
the social security bill temporarily and
proceed to S. 144, which is sponsored
by Senator DANFORTR, Senator L0NO
has correctly said that that is a cadav-
er on its face. It is a legislative corpse,
So what we are looking at are two leg-
islative corpses if this unanimous-con-
sent request is agreed to. I say to my
friend from Wisconsin, as I have said
to him in private, that for all practical
purposes, the fight is over on the pro-
posal to repeal 10-percent withholding
of dividend and interest income.

What we are talking about, I say to
the majority leader, is simply giving
Senator KA5TEN a roilcail vote on this
amendment this afternoon on the reci-
procity bill. Is that it?

Mr. BAKER. No, Mr. President, it is
not that. What we are talking about is
calling up the reciprocity bill this
afternoon for the purpose of permit-
ting the Senator from Wisconsin to
offer his amendment dealing with divi-
dend and interest withholding.

But after the Kasten amendment is
reported, then we would go off that
bill and back to the jobs bill. There
would be no vote on that today.

Mr. HELMS. So we will not even get
a show of strength out of this unani-
mous-consent agreement?

Mr. BAKER, I think he has shown
about all the strength we can handle.

Mr. HELMS. I beg the Senator's
pardon? I am sorry, I did not under-
stand.

Mr. BAKER. I say that I think our
friend from Wisconsin has shown
about all the strength we can handle.

Mr. HELMS. He at one time this
morning had 62 votes.

Mr. BAKER. Fifty-nine is strength.
Mr. HELMS. It had been watered

down to 59 in the well. (Laughterl
Mr. BAKER. The Senator and I

were in the well together, as I eca1l.
Mr. HELMS. Yes. He just outwa-

tered ne.
There is nothing implicit, let alone

explicit, rio misunderstanding, no hard
feelings if this proposal comes back on
social security?

Mr. BAKER. No. Mr. President, the
Senator is absolutely right. I made it
clear, and I will reiterate here, nothing
in this agreement affects in any way
the right of any Senator to offer a
dividend and interest withholding
amendment to any other bill including
social security. I hope that does not
happen, but the answer to the ques-
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tion of the Senator Is that he is cor-
rect.

Mr. HELMS. I understand. Mr.
President, my dear friend, the major-
ity leader, knows my affection for him,
and he also knows that we have been
to this well before time and time again
and always came out all right. I will
say to him that if it were my Judgment
call to make, if it were my amend-
ment—and I have said this to the Sen-
ator from Wisconsin—I would object
to the unanimous-consent.

But it is not my judgment call to
make. It is, uniquely, the judgment of
the Senator from Wisconsin and I re-
spect that, whatever the reason.

Mr. BAKER. I thank the Senator..
Mr. MATTINGLY. Mr. President,

will the majority leader yield for a
question?

Mr. BAKER. Yes.
Mr. MATTINGLY. Would it be out

of order to bring up the reciprocity bill
today and just vote on the first
amendment thereto and then come
back April 15?

Mr. BAKER. Mr. President, the Sen-
ator from Georgia Is my friend, he Is
my colleague, he adjoins me to the
South. We have a common unfortified
boundary between Tennessee and
Georgia, but I earnestly ask him not
to disturb one comma, not one letter
in this agreement. I do not believe he
knows how much trouble we have
gone through over a period of days to
see this done. I hope the Senator will
not object to this agreement. I must
say to him, in all candor, that it Is not
possible In my opinion to change this
agreement at all.

Mr. MATTINGLY. I can tell by the
pained expression.

Mr. DOLE. Will the Senator from
Georgia yield

Mr. MATTINGLY. Yes.
Mr. DOLE. It might not be out of

order, but the Senator from Kansas
would not be going to Savannah with
the Senator from Georgia for some Hi-
bernian event this evening. (Laugh-
ter.]

Mr. MATTINGLY. We might be
able to get somebody else. (Laughter.]

Mr. BAKER. Mr. President, I hope
the Chair——

Mr. DOLE. It is not too late for that.
The PRESIDING OFPICER. Is

there objection?
Mr. BAKER. I hope the Chair will

put the request.
The PRESIDING OFFICER. Is

there objection to the agreement?
''he Chair hears none, and it Is so

ordered.
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UNANIMOUS-CONSENT
AGREEMENT

Mr. BAKER, Mr. President, I ask
unanimous consent that the Senate
now temporarily lay aside the jobs bill
and resume consideration of the social
security bill but that at 3:10 p.m.
today the Senate then once again lay
aside the social security bill and
resume consideration of the jobs bill
and that without intervening action by
the Senate or debate the vote occur on
final passage as previously ordered,

The PRESIDING OFFICER. Is
there objection to the request of the
Senator from Tennessee?

Without objectjon it is so ordered.

SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The PRESIDING OFFICER. The
clerk will state the bill,
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The legislative clerk read as follows:
A bill (H.R. 1900) to assure the solvency of

the Social Security Trust Funds, to reform
the Medicare reimbursement of hospitals, to
extend the Federal supplemental compensa
tion program, and for other purposes.

The Senate resumed consideration
of the bill.

Mr. HELMS. Mr. President, what is
the pending business?

The PRESIDING OYFICER. The
pending business is the amendment of
the Senator from New Jersey to the
amendment of the Sentor from
Kansas to the social security measure.

Mr. HELMS. Mr. President, is a fur.
ther amendment in order?

The PRESIDING OFFICER. The
amendment of the Senator from New
Jersey is a first-degree amendment. A
second-degree amendment would be in
order.

Mr. DOLE. Mr. President, I ask
unanimous consent that the amend-
ment of the distinguished Senator
from New Jersey be temporarily laid
aside.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

UP ?MENDMZNT NO. 80

Mr. HELMS. Mr. President, I send
an unprinted amendment to the desk
and ask that It be stated.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Sentor Jrom North Carolina (Mr.
HELMS) proposes an unprinted amendment
numbered 80.

Mr. HELMS. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, It is so ordered.

The amendment is as follows:
In lieu of the matter proposed to be in-

serted by the amendment insert the follow-
ing new matter:

SHORT TITLE

SECTION 1. This Act, with the following
table of contents, may be cited as the
"Social Security Guarantee and Individual
Retirement Security Act of 1983".

TABLE OF CONTENTS
Sec. 1. Short title.

TITLE 1.-INDIVIDUAL RETIREMENT
SECURITY ACCOUNTS

Sec. 101. Establishment of individual retire-
ment security accounts.

Sec. 102. Tax credit for amounts contribut-
ed to Individual retirement se-
curity account.

Sec. 103. Exclusion from gross income of
income earned on amou.nts
contributed to individual re-
tirement security account.

Sec. 104. Reduction of OASI tax and estab-
lishment of mandatory IRSA
contributions.

Sec. 105. Reduction in primary insurance
amount to reflect reduction in
OASI tax.

TITLE Il—OLD-AGE, SURVIVORS, AND
DISABILITY INSURANCE PROGRAM

Sec. 201. Certificate of guaranteed tax.
exempt benefits.

Sec. 202. Annual contribution and benefit
statement.

Sec. 203. Tax credit for benefit amounts to
OASDI returned to trust
funds.

Sec. 204. Repeal of 1985 and 1990 tax in-
creases.

Sec. 206. Shift of cost-oNiving adjustments.
Sec. 207. Proration o cost.of-livjng adjust-

ment.
Sec. 208. General revenue funding fo ad-

ministrative costs.
Sec. 209. Crediting amounts of unnegotiated

checks to trust funds.
Sec. 210. Transfer to trust funds for benefits

attributable to military service
before 197.

Sec. 211. Payments to trust funds of
amounts aquivalent to taxes on
service in the uniformed serv-
ices performed after 1956.

Sec. 212. Increase in dropout years for time
spent in child care.

Sec. 213. Benefits for surviving divorced
spouses and disabled widows
and widowers who remarry.

Sec. 214. Determination of primary insur-
ance amount for deferred sur-
vivor benefits.

Sec. 215. Benefits for divorced spouse re-
gardless of whether former
spouse has retired.

Sec. 216. Increase in benefit amount for dis-
abled widows and widowers.

Sec. 217. Sharing of earnings by married
couples.

Sec. 218. Restrictions on payment of bene-
fits to nonresident alien.'.

Sec. 219. Due process requirements for ter-
mination of disability benefits.

Sec. 220. Repeal of earnings limitation for
beneficiaries age 65 or older.

TITLE I—INDIVIDUAL RETIREMENT
SECURITY ACCOUNTS

ESTABLIsHME!r op INDIvIDUAL RETIREMENT
SECURITY ACCOUNTS

Szc. 101. Title II of the Social Security
Act is amended by adding at the end thereof
the following new section:

E5TABLISHMNT OF INDIvIDUAL RETIREMENT
5CURITY ACCOUNTS

"SEC. 234. (aAfter December 31, 1993, the
Secretary of Health and Human Services
and the Secretary of the Treasury shall es-
tablish for each individual—

"(1) upon whom section 1401(a) or 3101 of
the Internal Revenue Code of 1954 ImposeS
a tax, and

"(2) who does not have an Individual re-
tirement security account with a qualified
fiduciary pursuant to section 130(d)(1)(AXi)
of the Internal Revenue Code of 1954.
an Individual retirement security account.
to be maintained in the Treasury as a sepa
rate book account.

(b)(1) The Secretary of the Treasury
shall pay into the individual retirement se-
curity account established under subsection
(a) or under section 130(c)(1)(A)(i) of the In-
ternal Revenue Code of 1954 with respect to
such Individual an amount equal to the
amount of taxes paid with respect to the
wages and sell-employment income of such
individual under sections 1401(d), 3101(e),
and 3111(d) of the Internal Revenue Code
of 1954.

(2) The Secretary shaH pay such
amounts into such account within 30 days
of the date on which such taxes are paid.

"(c) An Individual may contribute to such
account amounts other than the amounts
contributed to such account on his behalf
by the Secretary of the Treasury under subS
section (b).

(d) The Secretary of the Treasury shall
invest amounts deposited in Individual re-
tirement security accounts in obligations of
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the Untted Statts and amounts o rested
ha11 earn interest in aeeordanc wIth the
terms of such obligations.

'(e) Amounts deposited in an indivdua1
retirement secirity account esta!lishcd
with tspect to an individual under subsec-
tion (a) may be withdrawn before such ind.1
vidual attains age 62 only If—

"(1) the amount withdrawn from such ac-
count is used for a purpose described in sec-
tion 130(a)(2)(B) of the Internal Revenue
Code of 1954, or

'(2) the amount withdrawn from such ac-
count is deposited immediately in an indi•
vichial retirement security account estab-
lished by such individual with a qualified fi.
dueary (as defined in section 130(c)(2) of
the Internal Revenue Code of 1954).

"(f) The Interest of an individual in the
balance of an individual retirement security
account established with respect to such in-
dividual pursuant to subsection (a) shall not
be forfeitable.".

TAX CREDIT FOR AMOUNTS CONTRIBUTED TO
INDIvIDUAL RETIR1MNT SECURITY ACCOUNT

SEc. 102. (a) Subpart A of part IV of sub-
chapter A of chapter 1 of the Internal Reve-
nue Code of 1954 (relating to credits allow-
able against tax) is amended by Inserting
after section 440 the following new section:
"sEC. 440. CONTRIBUTiONS TO INDIVIDUAL RE-

TIREMENT sECURITY ACCOUNT.
"(a) GiL RULE.—Ifl the case of an In-.

dividual, there shall be allowed as a credit
against the tax Imposed by this chapter for
the taxable year an amount equal to 20 per-
'cent of the amounts contributed by the tax-
payer to an Individual retirement security
account of the taxpayer during the taxable
year (other than amounts paid into such ac-
count on behalf of such individual under
section 234(b) of the Social Security Act).

"(b) LIMITATION.—The amount of any con-
tributions taken into account under subsec-
tion (a) shall not exceed the amount of
taxes paid by the taxpayer to the Federal
Old Age and Survivors Insurance Trust
Fund under section 3101 for the taxable
year.

"(c) INDIvIDUAL RETIREMENT SECURITY AC-
COUNT.—FOr purposes of this section. "the
term individual retirement security ac-
count' shall have the meaning given to such
term by section 130(c)(1).".

(b)(1) Subsection (b) of section 6401 of
such Code (relating to excessive credit is
treated as overpayments) is amended—

(A) by striking out "and 4 (relating to
earned income credit)," and inserting in lieu
thereof "43 relating to earned income
credit), and 44H (relating to contributions
to individual retirement security account).",
and

(B) by striking out "39 and 43" and Insert-
ing in lieu thereof 39. 43, and 44H".

(2) Paragraph (2) of section 55(f) of such
Code (defining regular tax) is amended by
striking out 39 and 43" and Inserting in
lieu thereof 39, 43, and 4411".

(c) In prescribing the forms by which any
individual liable for any tax Imposed by sub•
title A of the Internal Revenue Code of 1954
shall make a return br taxable years begin-
ning after December 31, 1983, the Secretary
of the Treasury shall ensure that any such
individual who is eligible for a credit under
section 44H of such Code may claIm the
credit allowable under such section on any
such form.

(d) The table of sections for subpart A of
part IV of subchapter A of chapter 1 of such
Code is amended by inserting before the
item relating to section 45 the following new
item:
"Sec. 4411. ContribuUofls to individual re-

tirernent security account.'.
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(e) The amendments made by this section
shall apply to taxable years bcglnnixg after
December 31, 1963. and before January 1,
2004.
EXCLOSION FROM GROSS INCOME OF INCOME

EAENEO ON AMOUNTS CONTRIBUTED TO INDI-
VIDUAL RETIREMENT SECURITY ACCOONT

SEC. 103. (a) Part Ill of subchapter B of
chapter 1 of the Internal Revenue Code of
1954 (relating to items specifically excluded
from gross Income) is amended by redes-
1gsating section 130 as section 131 and by
inserting after section 129 the following new
section:
"SEC. 130. INCOME FROM INDIvIDCAL RETINEMENT

SECURITY ACCOUNT.

(a) IN GENmaL.—Gross income does not
include income which—

'( 1) accrues on amounts contributed to an
individual retirement security account, and

"(2)(A) remains in such account until the
taxpayer a,ttains age 62, or

"(B) Is withdrawn from such account
before the taxpayer attains age 62 for the
purchase of life Insurance, health insurance,
or disability insurance for the taxpayer.

"(b) AccouNT EXEMPT FROM TAX.—Any in-
dividual retirement security account is
exempt from taxation under this subtitle.

"(c) DEFINITI0N5.—For purposes of this
section—

"(1) INDIVIDUAL RETIREMENT SECURITY AC-
coulcT.—The term 'Individual retirement se-
curity account' means an account—

"(A) which Is established by—
"(1) the taxpayer with a Qualified fidu-

ciary, or
"(11) the Secretary of Health and Human

Services and the Secretary of the Treasury
on behalf of the taxpayer pursuant to sec-
tion 234 of the Social Security Act;

"(B) which by written agreement or appli-
cable law provides that—

"(I) amounts may be withdrawn therefrom
before the taxpayer attains age 62 only for
the purposes specified in subsection
(a)(2)(B), and

"(U) the interest of the taxpayer in the
balance of his account Is not forfeitable; and

"(C) to which—
"(I) the taxpayer makes contributIons,
"(ii) contributions are made on behalf of

the taxpayer pursuant to section 3101 (e),
3111 (d), or 1401 (d), or

'(iii) contributions are made in the
manner described In both clause (1) and
clause (ii);

in order to ensure the taxpayer an adequate
retirement income upon attaining age 62.

"(2) Qusrim FIDUCiARY.— The term
'qualif led fiduciary' means a bank or other
person who demonstrates to the satisfaction
of the Secretary that the manner In which
he will administer the accour.'.t will be con-
sistent with the requirements of this sec-
tion. An account shall not be disqualified
under this paragraph merely because a
person other than the fiduciary so adminis-
tering the account may be granted, in the
Instrument creating the account, the power
to control the investment of the account
funds either by directing investments (in-
cluding reinvestments, disposals, and ex-
changes) or by disapproving proposed in-
vestments (including reinvestments, dispos-
als, and exchanges).".

(b) The amendments made by this section
hall apply to taxable years beginning after
December 31, 1983.

REDUCTION 0? DASI TAX AND EST.BLISHMEWT
OF MANDATORY IRSA CONTRIBUTIONS

SEC. 104. (a) (1.) Sectior: 3101 (a) 01 the In-

ternal F(avenue Code of 19t4 (relating to
rate of tax ox employees), as amended by
section 204 of this Act, is amended—
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(A) by striking Out the period at the end

thereof and inserting in lieu thereof a semi-
colon; and

(B) by adding at the end thereof the fol-
lowing new paragraphs:

'(6) With respect to wages received during
the calendar year 1994, the i-ate Tha11 be
4.975 percent;

(7) with respect to wages received during
the calendar year 1995, the rate shall be 4.2
percent;

"(8) with respect to wages received during
the calendar year 1996. the rate shall be
4.145 percent;

"(9) with respect to wages received during
the calendar year 1997, the rate shall be
3.73 percent;

"(10) with respect to wages received
during the calendar year 1998, the rate shall
be 3.315 percent;

"(it) with respect to wages received
during the calendar year 1999, the rate shall
be 2.9 percent;

"(12) with respect to Wages received
during the calendar year 2030, the rate shall
be 2.485 percent;

'(13) with respect to wages received
during the calendar year 2001, the rate shall
be 2.07 percent;

"(14) with respect to wages received
during the calendar year 2002, the rate shall
be 1.655 percent;

"(15) with respect to wages received
during the calendar year 2003, the rate shall
be 1.24 percent;

"(16) with respect to wages received
during the calendar year after 2003, the rate
shall be .825 percent.".
(2) Section 3111(a) of such Code (relating to
rate of tax on embloyers is amended—

(A) by striking out the period at the end
thereof and inserting in lieu thereof a semi-
colon; and

(B) by adding at the end thereof the fol-
lowing new paragraphs:

"(6) with respect to wages paid during the
calendar year 1994, the rate shall be 4.975
percent;

"(7) with respect to wages paid during the
calendar year 1995, the rate shall be 4,2 per-
cent;

"(8) with respect to wages paid during the
calendar year 1996, the rate shall be 4.145
percent;

"(9) with respect to wages paid during the
Calendar year 1997, the rate shall be 3.73
percent;

"(10) wIth respect to wages paid during
the calendar year 1998, the rate shall be
3.315 percent;

'(11) wIth respect to wages paid during
the calendar year 1999, the rate shall be 2.9
percent:

"(12) with respect to wages paid during
the calendar year 2000, the rate shall be
2.485 percent;

"(13) with respect to wages paid during
the calendar year 2001, the rate shall be
2.07 percent;

"(14) with respect to wages paid during
the calendar year 2002, the rate shall be
L655 percent;

'(15) with respect to wages paid during
the calendar year 2003, the rate shall be
1.24 percent;

"(16) with respect to wages paid during
calendar years after 2003, the rate shall be
.825 percent.".

(3) Section 1401 (a) of such Code (relating
to rate of tax on self employment income) is
amended—

(A) by striking out the period at the end
thereof and inserting in lieu thereof a semi-
colon; and

(B) by adding at the end thereof the fol-
lowing new paragrapbs:

"(6) in the case of any taxable year begin-
ni.ng after December 31, 1993 and before
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January 1, 1995, the tax shall be equal to
'74625 percent of the amount of the self -em-
ployment income for such taxable year;

"(7) in the case of any taxable year begin-
ning after December 31, \994 and before
January 1, 1996, the tax shall be equal to 6.3
percent of the amount of the self-employ-
ment income for such taxable year;

"8) in the case of any taxable year begin-
ning after December 31, 1995 and before
Janitary 1, 1997, the tax shall be equal to
6.2175 percent of the amount of the self-em-
ployrnent income for such taxable year;

"(9) in the case of any taxable year begin-
ning after December 31. 1996 and before
January 1, 1998. the tax shall be equal to
5595 percent of the amount of the self-em-
ployment income for such taxable year;

"(10) in the case of any taxable year be-
ginning after December 31, 1997 and before
January 1, 1999, the tax shall be equal to
4.9725 percent of the amount of the self-em-
ployment income for such taxable year;

"(11) in the case of any taxable year be-
ginning after December 31, 1998 and before
January 1. 2000, the tax shall be equal to
4.35 percent of the amount of the self-em-
ployment income for such taxable year;

"(12) in the case of any taxable year be-
ginning after December 31, 1999 and before
January 1, 2001, the tax shall be equal to
3.7275 percent of the amount of the self-em-
ployment income for such taxable year;

"(13) In the case of any taxable year be-
ginning after December 31. 2000 and before
January 1. 2002. the tax shall be equal to
3.105 percent of the amount of the self-em-
ployment income for such taxable year;

"(14) In the case of any taxable year be-
ginning after December 31, 2001 and before
January 1, 2003, the tax shall be equal to
2.4825 percent of the amount of the self-em-
ployment income for such taxable year;

"(15) in the case of any taxable year be-
ginning after December 31, 2002 and before
January 1, 2004, the tax shall be equal to
1.86 percent of the amount of the self-em-
ployment income for such taxable year; and

'(16) in the case of any taxable year be-
ginning after December 31. 2003. the tax
shall be equal to 1.2375 percent of the
amount of the self-employment income for
such taxable year.".

(b)(1) Section 201(b)(1) of the Social Secu-
rity Act Is amended by striking out all be-
ginning with "and before January 1, 1985"
through "December 31. 1989,",

(2) Section 201(b(2 of such Act is amend-
ed by striking out all beginning with "(L)
1.4250 per centum" through 'December 31,
1989,",

(c)(1) Section 3101 of the Internal Reve-
nue Code of 1954 (relating to rate of tax on
employees) Is amended by adding at the end
thereof the following new subsection:

"(e) INDIvIDUAL RETIREMENT SECURITY Ac-
cOuNr.—ln addition to other taxes, a manda-
tory contribution shall be made from the
income of every individual to the IRSA ac-
count of such individual in an amount equal
to the following percentages of the wages
(as defined In sectIon 3121 (a)) received by
hun with respect to employment (as defined
in section 3121 (b))—

"(1) with respect to wages received during
the calendar year 1994, the rate shall be
.425 percent;

"(2) with respect to wages received during
the calendar year 1995, the rate shall be 1.2
Percent;

"(3) with respect to wages received during
the calendar year 1996, the rate shall be
1.615 percent;

"(4) with respect to wages received during
the calendar year 1997, the rate shall be
2.030 percent;
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"(5) with respect to wages received during

the calendar year 1998, the rate shall be
2.445 percent;

"(6) with respect to wages received during
the calendar year 1999, the rate shall be
2.860 percent;

"(7) with respect to wages received during
the calendar year 2000, the rate shall be
3.275 percent;

"(8) with respect to wages received during
the calendar year 2001, the rate shall be
3.690 percent;

"(9) with respect to wages received during
the calendar year 2002, the rate shall be
4.105 percent;

"(10) with respect to wages received
during the calendar year 2003, the rate shall
be 4.520 percent;

"(11) wIth respect to wages received
during the calcndar year 2003, the rate shall
be 4.575 percent.".

(2) Section 3111 of such Code s amended
by adding at the end thereof the following
new subsection:

"(d) INDIvIDuAL RETIREMENT SECURITY Ac-
C0UNT.—In addition to other taxes. there is
hereby imposed on every employer an excise
tax, with respect to having individuals in his
employ, equal to the following percentages
of the wages (as defined In section 3121 (a)
and (f)) paid by him with respect to employ-
ment (as defined in section 3121 (b))—

'(1) with respect to wages paid during the
calendar year 1994, the rate shall be .425
percent;

'(2) with respect to wages paid during the
calendar year 1995, the rate shall be 1.2 per-
cent;

.(3) with respect to wages paid during the
calendar year 1996, the rate shall be 1.615
percent;

"(4) with respect to wages paid during the
calendar year 1997, the rate shall be 2.030
percent;

"(5) with respect to wages paid during the
calendar year 1998, the rate shaU be 2.445
percent;

"(6) with respect to wages paid during the
calendar year 1999, the rate shall be 2.860
percent;

"(7) with respect to wages paid during the
calendar year 2000, the rate shall be 3.275
percent;

"(8) with respect to wages paid during the
calendar year 2001, the rate shall be 3.690
percent;

"(9) with respect to wages paid during the
calendar year 2002, the rate shall be 4.105
percent;

0(10) with respect to wages paid during
the calendar year 2003, the rate shall be
4.520 percent;

"(11) with respect to wages paid during
the calendar years after 2003, the rate shall
be 4.575 percent.".

(3) Section 1401 of such Code is amended
by adding at the end thereof the following
new subsection:

"(d) INDIVIDUAL RETIREMENT SEcrnuIY Ac-
cour.—In addition to other taxes, there
shall be made for each taxable year, from
the self-employment income of every indi-
vidual, a mandatory contribution to the
IRSA account of such individual as follows:

"(1) in the case of any taxable year begin-
ning after December 31, 1993, and before
January 1, 1995, the contribution shall be
equal to .6375 percent of the amount of the
self-employment income for such taxab'e
year;

"(2) in the case of any taxable year begin-
ning after December 31, 1994, and before
January 1, 1998, the contribution shall be
equal to 1.8 percent of the amount of the
self-employment income for such taxable
year

"(3) In the case of any taxable year begin-
ning after December 31, 1995, and before
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January 1, 1997, the contribution shall be
equal to 2.4225 percent of the amount of the
self-employment income for such taxable
year;

'(4) in the case of any taxable pear begin-
ning after December 31, 1996, and before
January 1, 1998, the conLribution shal' be
equal to 3.045 percent of the amount of the
self-employment income for such taxable
year;

(5) in the case of any taxable year begin-
ning after December 31. 1997, and before
January 1, 1999, the contribution shall be
equal to 3.6675 percent of the amount of the
self-employment income for such taxable
year;

(6) in the case of any taxabie year begin-
ning after December 31, 199g. and before
January 1, 2000, the contribution shall be
equal to 4.29 percent of the amouct of the
self-employment income for such taxab'e
year;

'(7) in the case of any taxable year beghi-
ning after December 31, 1999, and before
January 1, 2001. the contribution sliaB be
equal tQ 4.9 125 porcent of the amount of the
sell-employment income for such taxable
year;

"(8) in the case of any taxable year begin-
ning after December 31, 2000, and before
January 1, 2002, the contribution shaU be
equal to 5.535 percent of the amount of the
self.employment income for such taxable
year;

"(9) in the case of any taxable year begin-
ning after December 31, 2001, and before
January 1, 2003, the contribution shaU be
equal to 6.1575 percent of the amount of the
self-employment income for such taxable
year;

"(10) in the case of any taxable year be-
ginning after December 31, 2002, and before
January 1, 2004, the contribution shaU be
equal to 6.75 percent of the amount of the
self-employment income for such taxable
year; and

"(11) in the case of any taxable year be-
ginning after December 31, 2003, the contri-
bution shall be equal to 6.8625 percent of
the amount of the self-employment income
for such taxable year.'.

cRANGE IN PRIMARY INSURANcE AMOUNT TO
REFLECT REDUcTION IN 0A51 TAX

SEC. 105. Section 215 of the Social Secu-
rity Act is amended by adding at the end
thereof the following new subsection:

"(j)(1) For purposes of determining old•
age and survivors insurance benefits based
upon the wages and self-employment
income of an. individual with respect to
whom contributions are made to an individ-
ual security retirement account, such pri-
mary insurance amount shall be reduced by
an amount that bears the same ratio to such
primary insurance amount (as determined
without regard to this subsection) as the
IRSA offset amount determined with re-
spect to such individual bears to the present
value of the OASI annuity amount deter-
mined with respect to such individual.

"(2) For purposes of this subsection—
"(A) The term 'individual retirement secu-

rity account' shall have the meaning given
to such term in section 130(c)(1) of the In-
ternal Revenue Code of 1954.

'(B) The term 'IRSA offset amount'
means, with respect to an thdividual de-
scribed in paragraph (1), an amount equal
to the sum of—

'(i) amounts—
"(I) contributed by such individual to the

Individual retirement security account es-
tablished with respect to such individual,
and

"(II) taken into account for purposes of
determining a credit aUowed to such individ-
ual under section 44R of the Internal Reve-
nue Code of 1954,
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(compouiided, for the period beginning witi
the date on which t.h return in which such
credit was claimed, w2s required to be filed
and ending wiLh th* daLe on which sicl in-
dividual retkre, by tie c'cia1 security yi1d
rate deternthed vth c stch mcii
vidual); aid

(ii) auounts paid to Lhe indv1dua retire
ment ecui!ty account of such individual
under stctions 1401(d), 1301(e), and 1311(d)
of the Internal Revenue Code of 1954 (com
pounded, for the periods beginning with th
date on which such amount was paid into
such account and ending with the date on
which such individual retires, by the social
security yield rate determined with respect
to such individual);

'(C)(i) The term 'present value of OASI
benefit annuity anount' means an amouxt
that would, if invested at a rate of interest
equal to the rate of interest payable on
United Stat€s Treasury bills at the begin-
ning of the period of entitlement deter-
mined with respect to the wages and self-
employment income of an individual, pro-
duce by the end of such period of entitle-
ment, an amount equal to the amount of
benefits which would be payable under sec-
tion 202 on the basis of such wages and self-
employment income (but for the application
of paragraph (1)) for such period of entitle-
ment.

"(ii) In determining the amount of bene-
fits which would be payable for the period
of entitlement determined with respect to
the wages and self-employment Income of
an Individual, the rate of the cost-of-living
increase under subsection (i) for the cost-of-
living computation quarter Immediately pre-
ceding the beginning of such period of enti-
tlement shaU be assumed to apply to each
base quarter in such period of entitlement.

"(D) The term 'period of entitlement'
means, with respect to the wages and self-
employment Income of an Individual de-
scribed in paragraph (1), the period begin-
ning with the date on which such individual
retires and ending with the date on which
such individual would attain the expecta-
tion of life (determIned In accordance with
the official life table and In accordance with
the applicable provisions of this Act as in
effect on the first day of such period).

"(E) The term 'social security yield rate'
means, with respect to an Individual de-
.scribed in paragraph (1), the rate of yield
that, if earned on the OASI tax amount de-
termined with respect to such individual, for
the period beginning with the date on which
such taxeb were paid and ending with the
date on which such individual retires, would
produce an amount equal to the present
value of the OASI benefit annuity amount
determined with respect to such Individual.

"(F) The term 'OASI tax amount' means
with respect to an Individual described in
paragraph (1), the amount of taxes paid to
the Federal Old-Age and Survivors Insur-
ance Trust Fund with respect to such indi-
vidual under sections 3101(a), 3111(a), and
1401(a) of the Internal Revenue Code of
1954 during the 80 highest quarters of cov-
erage for such individual.

"(G) The term 'costof-livthg computation
Quarter' shall have the meaning given to
such term in subsection (i)(1)(B).

"(II) The term 'base quarter' shall have
the meaning given to such term in subsec-
tion (i)(1)(A).

"(I) The term quarter of coverage' shall
have the meaning given to such term In sec-
tion 213(a)(2)

"(J) The term official life table' means
the life table for total persons In the United
States that Is prepared decennially by the
National Center for Health Statisttcs for
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the 3-year pe-xI centering around the year
of the dcern!i population census.".
TITLE 11—OLD-AGE, SURVIVORS, AND
DISABILITY INSURANCE PROGRAM

CERTIFICATE OF GUARANtEED tAX-EXEMPt
BEFS

SEc. 201. (a) Title II of the Social Security
Act is amended by adding at the end thereof
the following new section:

"CERTIFICATE OF GUARANTEED TAX-EXEMPT
BENFIT5

"SEc. 235. (a) The Secretary shall issue to
each individual who is entitled to an old-age
insurance benefit, or Who ha attained age
82 and Is entitled to any other benefit under
this title, a certificate of guaranteed tax-
exempt benefits. Such certificate shall be
issued at the time such individual first be-
comes entitled to a benefit under this title,
or attains age 62, whichever is later.

"(b) The certificate issued pursuant to
this section shall pledge the full faith and
credit of the United States to guarantee
that benefits shall be paid to such individu-
al (and to other Individuals on the basis of
such individual's wages and self-employ-
ment income) under the provisions of this
title as in effect on the date of issuance of
such cextlficate (or as such benefits may be
increased thereafter by Congress or under
any automatic cost-of-living adjustment),
and that such benefits shall not be subject
to the tax on income under subtitle A of the
Internal Revenue Code of 1954.

"(C) The certificate Issued under this sec-
tion shall also contain—

"(1) a statement of the total amount of
the taxes paid by such individual and his
employers under sections 3101(a), 3111(a),
and 1401(a) of the Internal Revenue Code
of 1954 with respect to such individual's
wages and self-employment income; &nd

"(2) a statement that the certificate is
nonnegotiable and nontransferrable.".

(b) The amendment made by subsection
(a) shall apply to all individuals entiUed to a
monthly benefit under title II of the Social
Security Act on or after the date of the en-
actment of this Act. The Secretary shall
issue such certificates to those individuals
who have attained age 62 and are entitled to
such beneftts on the date of the enactment
of this Act within six months after such
date of enactment, in the same manner as If
they had first become entitled to an old-age
Insurance benefit on such date of enact-
ment.

ANNUAL C0NTRXBVtION AND BE1T
5TATEMKNT

SEC. 202. (a) Section 205(c) of the Social
Security Act is amended by adding at the
end thereof the following new paragraph:

°(9)(A) The Secretary shall issue an
annual statement to each Individual having
a social security account number which
shall indicate the amount of the taxes paid
by such individual under sections 3101(a)
and 1401(a) of the Internal Revenue Code
or 1954 with respect to his wages and self-
employment Income for such year. The
statement shall be issued prior to March 31
with respect to the wages and seIf-employ
ment income for the preceding calendar
year."

"(B) The annual statement issued under
subparagraph (A) shall also include a chart
developed by the Secretary which shall list
the approximate arnotmt of tb primary in-
surance amount of an individual who will
aUain age 5 during the succeeding 40 year
period (broken down rto such incrrnenta1
te periods as the Secretary determines to
be appropriate), based oi current annual
earnings eve1s (broken dovn into incre-
ments of 5.OOO) 1ro covered employment,
kind ba,d upon th ni'ojectjons of future
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wage and price levels then being used by the
Secretary to predict long range actuarial
status of the Federal Old-Age and Survivors
Insurance Trust Fund. Such chart shall also
show the amount of the taxes which are
payable at each stated earnings level under
section 3101(a) of the Internal Revenue
Code of 1954. The chart shall also indicate
that the benefit level of a worker aged 65 is
equal to the primary insurance amount, and
shall indicate the proportion of such pri-
mary Insurance amount which is payable as
an old-age or survivors benefit to other per-
sons, in addition to such worker.

"(C) For the year in which an individual
attains age 62, the Secretary shall also issue
to each such individual a statement showing
the amount of the monthly benefit for
which such individual is eligible for the first
month after attaining such age.".

(b) The amendment made by subsection
(a) shall be effective with respect to calen-
dar year 1983 and each calendar year there-
alter.

TAX CREDIT FOR BENEP AMOVIIT5 RETURNED
TO 0ASDI TRU5T FtIND5

SEC. 203. (a) Subpart A of part IV of sub-
chapter A of chapter 1 of the Internal Reve-
nue Code of 1954 (relating to credits allow-
able against tax) Is amended by Inserting
after section 44H (as added by section 102 of
this Act) the following new section:
SEC 441. BENEFIT AMOUMS RETURNED TO OASD*

- TRUST FUNDS.
"(a) GENIRAL RULE.—In the case of an in-

dtvidual, there shall be allowed as a credit
against the tax imposed by this chapter for
the taxable year an amount equal to the
amount of social security benefits which
are-

"(1) paid to the taxpayer from the Federal
Old Age and Survivors Insurance Trust
Fund or the Federal Disability Insurance
Trust Fund, and

"(2) returned by the taxpayer to such
Trust Fund,
during such taxable year,

'(b) LIMITATI0N.—The amount of any
credit allowed to a taxpayer under subsec-
tion (a) shall not exceed—

"(1) $100, or
"(2) in the case of a married individual

filing a joint return, $200,
for a taxable year.

°(c) Socx4u SECUIu'rY BENEFxt.—For pur-
poses of this section, the 'social security
benefit' means any amount paid to the tax-
payer by reason of entitlement to a monthly
benefit under title U of the Social Security
Act.'.

(b)(1) Subsection (b) of section 6401 of
such Code (relating to excessive credit is
treated as overpayments) is amended—

(A) by striking out 'and 44H (relating to
contributions to individual retirement secu-
rity account)", and inserting in lieu thereof
"44H (relating to contributions to individual
retirement security account), and 441 (relat-
ing to benefit amounts returned to OASDI
trust funds),", and

(B) by striking out "43 and 44H" and in-
erting in lieu thereof "43, 44H, and 441'.

(2) Paragraph (2) of section 55(1) of such
Code (defining regular tax) is amended by
striking out "43 and 44ff' and inserting in
lieu thereof "43, 44H, and 441'.

(c) The table of sections for subpart A of
part IV of subchapter A of chapter 1 of such
Code s amended by tnserting before the
item relating to section 4 the following new
item:
'Sec. 441. Benefit arnouns returnd o

OASDI trust funds.".
(d)(1) Social security benefits returned to

the Treasury of the United States pursuant
to eetion 441 of the Internal Revenue Code
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of 1954 shall be credited to the trust fund
from which such benefits were paid.

(2) For purposes of thIs subsection, the
term 'social security benefit" shall have the
meaning given to such term in section 441(c)
of such Code.

(e) The amendments made by this section
shall apply to taxable years beginning after
December 31, 1983.

REPEAL OF 1985 AND 1990 TAX XNCREA5ES

SEc. 204. (a) Section 1401(a) of the Inter-
nal Revenue Code of 1954 Is amended by in-
seiting "and" at the end of paragraph (4)
and by striking out paragraphs (5), (6), and
(7) and Inserting in lieu thereof the follow-
ing:

"(5) in the case of any taxable year begin-
ning after December 31, 1981 and before
January 1, 1994, the tax shall be equal to
8.05 percent of the amount of the sell-em-
ployment income for such taxable year.".

(b) Section 3101(a) of such Code Is amend-
ed by ert' "and" at the end of para-
graph (4) and by striking out paragraphs
(5), (6), and (7) and Inserting in lieu thereof
the following:

"(5) with respect to wages received during
the calendar years 1982 through 1993, the
rate shall be 5.40 percent.".

(c) Section 3111(a) of such Code is amend-
ed by Inserting "and" at the end of para-
graph (4) and by striking out paragraphs
(5), (6), and (7) and Inserting in lieu thereof
the following:

"(5) with respect to wages paid during the
calendar years 1982 through 1993, the rate
shall be 5.40 percent.".

COVERAGE OF ALL FEDERAL EMPLOYEES

SEc. 205. (a) Section 210(a) of the Social
Security Act Is amended—

(1) by repealing paragraph (5); and
(2) by amending paragraph (6) to read a

follows:
"(6) Service performed in the employ of

the United States or any instrumentality of
the United States If such service is per-
formed—

"(A) in a penal institution of the United
States by an inmate thereof;

"(B) by any individual as an employee in-
cluded under section 5351(2) of title 5.
United States Code (relating to certain in-
terns, student nurses, and other student em-
ployeez of hospitals of the Federal Govern-
ment), other than as a medical or dental
intern or a medical or dental resident in
trainin , or

"(C) by any individuai as an employee
serving on a temporary basis in case of fire,
storm, earthquake, flood, or other similar
emergency;".

(b) Section 210(p) of such Act is amend-
ed—

(1) by inserting "performed prior to Janu-
ary 1, 1984" after any service"; and

(2) by inserting , as in effect in January
1983," after "provisions".

(c) Section 3121(b) of the Internal Reve.
nue Code of 1954 is amended—

(1) by repealing paragraph (5); and
(2) by amending paragraph (6) to read as

follows:
"(6) service performed in the employ of

the United States or any instrumentality of
the United states if such service is per-
formed—

'(A) in a pena1 institution of the United
States by an inmate thereof;

"(B) by any individual as an employee in-
cluded under section 5351(2) of title 5,
United States Code (relating to certain in-
terns, student nurses, and other student em-
poyees of hospitals of the Federal Govern-
ment), other than a a medical or de1)ta
intern or a medical or dental resident n
training; or
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"(C) by any individual a an emp'oyee

serving on a temporary basis in case of fire,
storm, earthquake, flood, or other similar
emergency;'.

(d)(1) Section 3121 of the Interna' Reve-
nue Code of 1954 is amended by striking out
subsection (U) thereof.

(2) Section 1402(b) of such Code is amend-
ed in the second sentence thereof by insert-
ing 'and" before "(B)" and by striking out

and (C)" and all that follows through
3111(b)".
(3) Section 3122 of such Code is amended

by striking out 'including service which is
medicare qualified Federal employment (as
defined in section 3121(u)2)),".

(e) The amendments made by ths section
shall be effective with respect to remunera-
tion paid after December 31, 1983.

SHIFT OF cosT-oF-LIvING ADJUSTMENTS

SEc. 206. (a)(1) Section 215(i)(2)(A)(ii) of
the Social Security Act is amended by strik-
irg out June" and inserting in lieu thereof
"September".

(2) Section 215(i)(2)(A)(iii) of such Act is
amended by striking out "May" and insert-
ing in lieu thereof "August".

(3) Section 215(i)(2)(B) of such Act is
amended by striking out 'May" each place
it appears and inserting in lieu thereof in
each instance "August".

(4) Section 203(f)(8)(A) of such Act is
amended by striking out 'June" and Insert-
ing In lieu thereof "September".

(5) Section 230(a) of such Act is amended
by striking out "June" and inserting in lieu
thereof 'September".

(6) Section 215(i)(2) of such Act as In
effect in December 1978, and as applied In
certain cases under the provisions of such
Act as In effect after December 1978. Is
amended by striking out "June" In subpara-
graph (A)(ii) and Inserting In lieu thereof
"September", and by striking out
"May" each place it appears In subpara-
graph (B) and Inserting In lieu thereof in
each Instance "August".

(7) Section 202(m) of such Act (as it ap-
plies In certain cases by reason of section 2
of Public Law 97-123) is amended by strik-
ing out "May" and inserting In lieu thereof
"August".

(8) The amendments made by this subsec-
tion shall apply with respect to cost-of-
living Increases determined under section
215(i) of the Social Security Act for years
after 1982.

(b)(1) Section 215(i)(1)(A) of the Social
Security Act Is amended by striking out
"March 31' and Inserting In lieu thereof
"June 30", and by strikIng out "1974" and
inserting in lieu thereof "1982".

(2) SectIon 215(i)(1)(A) of such Act a.s n
effect in December 1978, and as applied In
certain cases under the provisions of such
Act as in effect after December 1978, is
amended by striking out "March 31" and in-
serting iii lieu thereof "June 30".

(3) The amendments made by this subsec-
tion shall apply with respect to cost-of
living increases determined under section
215(i) of the Social Security Act for years
after 1983.

(c) Section 215(i)(4) of such Act is amend-
ed by inserting", and as amended by section
201 (a)(6) and (b)(2) of the Social Security
Amendments of 1983," after 'as in effect in
December 1978".

PRORATION OF CosT-OF-LIvING ADJUSTMENT

Sc. 207. (a) Section 215(i)(2)(A)(ii) of the
Social Security Act Is amended, in the
second sentence, by inserting before the
semicolon the following: ", and by adjusting
such amount as required by paragraph (5)
in the case of the initial cost-of-livilig in
crease'.
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(b) Section 215(i) of such Act s amended

by adding at the end thereof the following
new paragraph:

"(5)(A) The primary insurance amount,
maximum benefit amount undeF secilon
203(a), and benefit amount under section
227 or 228 of any individua' for the initial
cost-cf-living increase (as defined subpar-
agraph (B(i)) shall b deterrriinec under
paragraph (2)(A)(ii) by substu,hg for the
percentage increase in the Consumer Price
Index otherwise app1icabieunder such para-
graph, a percentage equal to—

(i) such otherwise applicable percentage,
multiplied by the number of months in the
initial cost-of-living computation period (as
defined in subparagraph (B)iD) which
follow the month in which such thdvidual
becomes eligible for an old-age or disability
insurance benefit, dies, or (in the case 01
benefits under section 227 or 228) becomes
eligible for such benefit, divided by

"(ii) the number of months in such initial
cost-or-living computation period.

"(B) For purposes of this paragraph—
"(i) the term initial cost-of-living increase'

means the first increase under this subsec-
tion applicable to the primary insurance
amount, maximum beneIit amount under
section 203 (a), or benefit amount under sec-
tion 227 or 228 of such Individual except
that if a new primary insurance amount Is
determined with respect to an individual
previously entitled to a disability insurance
benefit (as described in subsection
(a)(2)(C)), the first increase under this sub-
section applicable to such new primary in-
surance amount and maximum benefit
amount shall also be an 'Initial cost-of-living
increase'; and

"(ii) the term initial cost-of-living compu-
tation period' means the period ending with
the last day of the cost-of-living computa-
tion quarter (as determined under para-
graph (1)(B)) used for purposes of the in!-
tial cost-of-living increase, and beginning
with the first day of the quarter following
(I) the most recent calendar quarter prior to
such cost-of-living computation quarter
which wa a base quarter under paragraph
(1)(A)(ii), or (II) if later, the most recent
prior cost-of-living computation Quarter.".

(c) The amendments made by this section
shall be effective with respect to any "initial
cost-of-living Increase' (as defined in section
215(i)(5) of the Social Security Act) occur-
ring after the date of the enactment of this
Act.

GENERAL REVENUE FUNDING FO
ADMINIsTRATIVE cosrs

SEC. 208. (a) Section 201 (g) of the Social
Security Act is amended—

(1) by striking out paragraph 1);
(2) in paragraph 93), by striking out "or

(2)"; and
(3) by redesignating paragraphs (2) and

(3) as paragraphs (1) and (2).
(b) The amendments made by this section

shall be effective with respect to costs in-
curred after the date of the enactment of
this Act.
CREDITING AMOUNTS OF UNNEGOTiAXtI) cHEcKS

TO TRUST FUNDS

SEc. 209, (a) The Secretary of the Trea&
ury shall take such actions as may be neces-
sary to ensure that amounts of checks for
benefits under title II of the Social Security
Act which have not been presented fo pay-
inent within a reasonable length o time
(not to exceed twelve months) after issu-
ance are credited to the Federal Old-Age
and Survivors Insurance Trust Fund or the
Federal Disability Insurance Trust Fund,
whichever may b the fund from wWch the
check was issued. Amounts of any such
check shall be recharged to the fund from
which they were issued if payment Is subse-
quently made on such checL
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(b)(1) The Secrtar ol the Trasu shafl

transfer from th gnra1 frn c th Trea-
ury to the Fdra Old-Age an Surors
Insurance Trust Fund ad t the Fethr
Disability Insutance Trust Fu:i. a appr-
pr!ate, sueh sums s may e cssar to re-
ibursc such Trust Fun& in the tota'
amounts of all crient1y unnegotiated ber&-
fit checks. After the amounts approprIatec
by this bsection have been transferred L
the Trust Funds, the proviston of subsec-
tion (a) shall be applicable. There are
hereby appropriated into such Trust Funds
such sums a may be necessary to reimburse
such Trust Funds for the amount of cur-
rently unnegotiated benefit checks. The
first such transfer shall be made within 30
days after the date of the enactment of this
Act with respect to all such un.negotiate
checks as of such date of enactment.

(2) As used in paragraph (1), the term
'currently unnegotiated benefit checks'
means the checks issued under title II of
the Social Security Act prior to the date of
the enactment of this Act, which remain un-
negotiated after the twelfth month follow-
ing the date on which they were Issued.
TRANSFER TO TRUST FUNDS FOR BENEFITS AT-

TRIBUTABLE TO MILITARY SERvICE BEFORE
1957

SEc. 210. (a) Section 217(g) of the Social.
Security Act is amended to read as follows:

"APPROPRIATION TO TRUST Fuws
"(g)(l) Within 30 days after the date of

the enactment of the Social Security
Amendments of 1983, the Secretary shall
determine the amounts which are the
amounts estimated to be necessary to be
transferred into each of the Federal Old-
Age and Survivors Insurance Trust Fund,
the Federal Disability Insurance Trust
Fund, and the Federal Hospital Insurance
Trust Fund on such date of enactment so
that each such Trust Fund will be in the
same position at the close of September 30,
2015 as each such Trust Fund would other-
wise be in at the close of September 30, 2015
If section 210 of this Act as in effect prior to
the Social Security Act Amendments of
1950, and this section, had not been enacted
(less any amounts previously transferred
under the provisions of this subsection as In
effect prior to the date of the enactment of
the Social Security Amendments of 1983).
The rate of interest to be used in initially
determining such amount shall be the rate
determined under section 201(d) for publlc
debt obligations which were or could have
been Issued for purchase by such Trust
Funds on the date of the enactment of the
Social Security Amendments of 1983, and
the assumptions with respect to future In-
creases in wage and price levels shall be con-
sistent with such rate of interest. The Secre-
tary of the Treasury shall transfer the
amounts determined under this paragraph
into such Trust Funds from the general
fund in the Treasury within 30 days after
the date of the enactment of the Social Se-
curity Amendments of 1983. There are
hereby appropriated into such Trust Funds
sums equal to the amounts to be transferred
in accordance with this paragraph into such
Trust Funds.

"(2) The Secretary shall revise the
amount determined under paragraph (1)
within one year after the date of the trans-
fer made under paragraph (1), axid every
live years thereafter, as warranted by data
which may become available to him after
the date of the transfer under paragraph (1)
based upon actual benefits paid under this
title and title XVIII, Any amounts deter-
mined to be needed for transfer shall be
transferred annually by the Secretary of
the Treasury into the approprfat Trust
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Fund from the general fund in the Treas-
ury, or out ot thc eppropriate Trust Fund
into the general fund in the Treasury, as
may be appropriate. There are authorized
to be appropriated to such Trust Funds
sums equal to the amounts to be transferred
in accordance with this paragraph into such
Trust Funds.".
PAYMENTS TO TRUST FUNDS OF AMOUN'rS EQUIV-

ALENT TO TAXES ON SERVICE ZN THE UN!-
FORMED SERVICES PERFORMED AFTER 1956

SEc. 211. (a) Section 229(b) of the Social
Security Act is amended to read as follows:

"(b) There are authorized to be appropri-
ated to the Federal Old-Age and Survivors
Insurance Trust Fund, the Federal Disabil-
ity Insurance Trust Fund, and the Federal
Hospital Insurance Trust Fund, for each
fiscal year, amounts equal to the additional
amounts which would be appropriated Into
each such Trust Fund for such fiscal year
under sections 201 and 1817 of this Act If
the amounts of the additional wages
deemed to have been paid by reason of sub-
section (a) constituted remuneration for em-
ployment (as defined In sectIon 3121(b) of
the InternalRevenue Code of 1954) for pur-
poses of the taxes imposed by sections 3101
and 3111 of the Internal Revenue Code of
1954.".

(b) The amendment made by subsection
(a) shall be effective with respect to wages
deemed to have been paid for calendar years
after 1982.

(C) (1) Within 30 days after the date of the
enactment of this Act, the Secretary of
Health and Human Services shall determine
the amounts equal to the additional
amounts which would have been appropri-
ated Into the Federal Old-Age and Survivors
Insurance Trust Fund, the Federal Disabil-
ity Insurance Trust Fund, and the Federal
Hospital Insurance Trust Fund under sec-
tlons 201 and 1817 of the Social Security
Act, If the additional wages deemed to have
been paid under section 229(a) of the Social
Security Act prior to 1983 had constituted
remuneration for employment (as defined In
section 3121(b) of the Internal Revenue
Code of 1954) for purposes of the taxes un-
posed by sections 3101 and 3111 of the In-
ternal Revenue Code of 1954, and the
amount of Interest Which would have been
earned on such amounts if they had been so
appropriated.

(2)(A) Th,e Secretary of the Treasury
shall, within 30 days after the date of the
enactment of this Act, transfer into each
Such Trust Fund, from the general fund In
the Treasury, an amount equal to the
amount determined with respect to such
Trust Fund under paragraph (1), less any
amount appropriated into such Trust Fund
under the provisions of section 229(b) of the
Social Security Act prior to the date of the
determination made under paragraph (1)
with respect to wages deemed to have been
paid for calendar years prior to 1983. There
are hereby appropriated into such Trust
Funds sums equal to the amounts to be
transferred in accordance with this subpara-
graph Into such Trust Funds.

(B) The Secretary shall revise the amount
determined under subparagraph (A) within
one year after the date of the transfer made
under paragraph (1), as warranted by data
which may become available to him after
the date of the transfer under subpara-
graph (A) based upon actual benefits paid
under this title and title XVIII. Any
amounts determined to be needed for trans-
fer shall be transferred by the Secretary of
the Treasury into the appropriate Trust
Fund from the general fund in the Treas-
ury, or out of the appropriate Trust Fund
Into th general fund in the Treasury, as
may be appropriate. There are authorized
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to be appropriated to such Trust Funds
sums equal to the amounts to be transferred
in accordance with this subparagraph into
such Trust Funds.

INCREASE IN DROPOUT YEARS FOR TIME SPENT
IN CHILD CARE

SEC. 212. (a) Section 215 (b)(2)(A) of the
Social Security Act is amended, in the third
sentence thereof—

(1) by striking out "clause (ii)" each place
it appears and Inserting in lieu thereof in
each instance "clause (i) or (ii)";

(2) by Striking out "the age of 3" each
place it appears and inserting In lieu thereof
in each Instance "the age of 8";

(3) by striking out "a combined total not
exceeding 3" and inserting "a combined
total not exceeding 11"; and

(4) by striking out "had no earnings as de-
scribed In section 203(f)(5) in such year"
and Inserting In lieu thereof "had earnings
in such year (as described in section
203(f)(5)) of not more than an amount equal
to 50 percent of the average of the total
wages (as determined by the Secretary for
purposes of paragraph (3)(A)(ii)(I)) for the
second calendar year preceding such year".

(b) The amendments made by this section
shall apply with respect to monthly benefits
payable for months beginning after the date
of the enactment of this Act.
BENEFITS FOR SURVIVING DIvORCED SPOUSES

AND DISABLED WIDOWS AND WIDOWERS WHO
REMARRY

SEC. 213. (a)(1) Section 202(e)(3) of the
Social Security Act is repealed,

(2) Section 202(e)(4) of such Act is amend-
ed to read as follows:

"(4) For purposes of paragraph (1), if—
"(A) a widow or a surviving divorced wife

marries after attaining age 60, or
"(B) a disabled widow or disabled surviv-

ing divorced wife described In paragraph
(1)(B)U1) marries after attaining age 50,
Such marriage shall be deemed not to have
occurred.".

(b)(1) Section 202(f)(4) of Such Act Is re-
pealed.

(2) Section 202(f)(5) of such Act Is amend-
ed to read as follows:

"(5) For purposes of paragraph (1), if.—
"(A) a widower marries after attaining age

60, or
"(B) a disabled widower described in para-

graph (1)
(B)(Ii) marries after attaining age 50, such

marriage shall be deemed not to have oc-
curred.",

(c)(1) The amendments made by subsec-
tion (a) shall be effective with respect to
monthly benefits payable under title II of
the Social Security Act for months after De-
cember 1983.

(2) In the case of an individual who was
not entitled to a monthly benefit under title
II of such Act for December 1983, no benefit
shall be paid under such title by reason of
such amendments unless proper application
for such benefit Is made.

DETERMINATION OF PRIMARY INSURANCE
AMOUNT FOR DEFERRED SURVIVOR BENEFITS

SEc. 214. (a) Section 215(a) of the Social
Security Act Is amended by adding at the
end thereof the following new paragraph:

"(8)(A) If a person Is entitled to benefits
under subsection (e) or (f) of section 202 on
the basis of the Wages and Self-employment
income of a deceased individual whose pri-
mary Insurance amount would otherwise be
determined under paragraph (1), the pri-
mary insurance amount of such deceased in-
dividual shall be determined, for purposes
of determining the amount of the benefit
under such subsection, as if such deceased
individual died in the year in which the
person entitled to benefits under such sub-
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section first became eligible for such bene-
fits or, if earlier, the year in which such de-
ceased individual would have attained age
60 if he had not died (except that the actual
year of death of such deceased individual
Shall be used for purposes of section
2l5(b)(2)(B)(ii)(II)).

"(I) Is entitled to benefits under subsec-
tion (e) or (f) of section 202 on the basis of
the wages and self-employment income of a
deceased individual, and

"Ui) was entitled to benefits under this
title on the basis of the wages and self-em-
ployment income of such deceased individu-
al in the month before the month in which
such person became eligible for the benefits
described in clause (i).
the primary insurance amount of such de-
ceased individual shall be the primary insur-
ance amount determined under the rules
which would apply (but for subparagraph
(A)) or the primary Insurance amount deter-
mined under subparagraph (A), whichever is
larger.

"(C) For purposes of determining the
maximum family benefit amount with re-
spect to a deceased individual for whom a
primary insurance amount is determined
under this paragraph, the primary insur-
ance amount of such deceased Individual
shall be the primary insurance amount de-
termined under the rules which would apply
(but for this paragraph) of the primary in-
surance amount determined under this
paragraph, whichever Is larger.".

(b) The amendments made by subsection
(a) shall apply to the benefits of individuals
who become eligible for benefits under sec-
tions 202 (e) and (f) of the Social Security
Act after December 1983.
TENEI1TS FOR DIVORCED SPOUSE REGARDLESS OF

WHETHER FORMER SPOUSE HAS RETIRED

SEC. 215. (a) Section 202(b) of the Social
Security Act is amended by adding at the
end thereof the following new paragraph:

"(5) For purposes of determining the enti-
tlement of a divorced wife to a benefit
under this subsection and the amount of
Such benefit, In the case of a wife who has
been divorced from her former husband for
a period of not less than 24 months—

"(A) such former husband shall be
deemed to be entitled to an old-age insur-
ance benefit If he would be entitled to such
a benefit if he applied therefor; and

"(B) the amount of such benefit for such
divorced wife Shall be determied without
regard to reductions which are or Would be
made under section 203 on account of work
performed by such former husband.".

(b)(1) The amendment made by subsec-
tion (a) shall be effective with respect to
monthly benefits payable under title II of
the Social Security Act for months after De-
cember 1983.

(2) In the case of an individual who was
not entitled to a monthly benefit under title
II of such Act for December 1983, no benefit
shall be paid under such title by reason of
such amendment unless proper application
for such benefit is made,

INCREASE IN BENEFIT AMOUNT FOR DISABLED
WIDOWS AND WIDOWERS

Sec. 216. (a)(1) Section 202(q)(1) of the
Social Security Act is amended by strIking
out the semicolon at the end of subpara-
graph (B)(ii) and all that follows and Insert-
ing In lieu thereof a period.

(2) Section 202(q)(6) of such Act Is amend-
ed to read as follows:

"(6) For purposes of this subsection, the
'reduction period' for an old-age, wife's hus-
band's, widow's, or widower's Insurance
benefit Is the period beginning—

"(A) in the case of an old-age or husband's
insurance benefit, with the first day of the
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first month for which such individual is en-
titled to such benefit,

"(B) in the case of a wife's Insurance bene-
fit, with the first day of the first month for
which a certificate described in paragraph
(5)(A)(i) Is effective, or

"(C) in the case of a widows or widower's
Insurance benefit, with the first day of the
first month for which such individual is en-
titled to Such benefit or the first day of the
month in which such Individual attains age
60, whichever Is later.
and ending with the last day of the month
before the month in which such individual
attains retirement age,".

(3) SectIon 202(q)(7) of such Act is amend-
ed by striking out the matter preceding sub-
paragraph (A) and inserting in lieu thereof
the following:

"(7) For purposes of this subsection, the
'adjusted reduction period' for an old-age,
wife's, husband's, widow's, or widower's in-
surance benefit is the reduction period pre-
scribed in paragraph (6) for such benefit,
excluding—".

(4) Paragraphs (I)(B)(i), (3)(E)(u), and
(3)(F)(li) of section 202(q) of such Act are
each amended by striking out "(6)(A)" and
inserting in lieu thereof in each instance
"(6)".

(5) Section 202(q)(3XG) of such Act is
amended by striking Out "paragraph (6)(A)
(or, if such paragraph does not apply, the
period specified in paragraph (6)(B))" and
inserting in lieu thereof "paragraph (6)".

(6) Section 202(QX1O) of such Act is
amended-

(A> by striking out "or an additional ad-
justed reduction period";

(B) in subparagraphs (BXi), (C)(i), and
(C)('ii) by striking out ", plus the number of
months in the adjusted additional reduction
period multiplied by 43/240 of 1 percent";
and

(C) in subparagraph (B)(Ii), by striking
out ", plus the number of months in the ad-
ditional reduction period multiplied by 43/
240 of 1 percent".

(b)(1) The amendments made by this sec-
tion shall be effective with respect to
monthly benefits under title II of the Social
Security Act for months after December
1983.

(2) In the case of an individual who was
not entitled to a monthly benefit under title
II of such Act for December 1983, no benefit
shall be paid under such title by reason of
such amendments unless proper application
for such benefit is made.

5HARING OF EARNINGS BY MARRIED COUPLES

SEC. 217. (a) Title II of the Social Security
Act is amended by adding at the end thereof
the following new section:

"sNARING OF EARNINGS BY MARRIED couPLEs

"SEc. 236. (a)(1) The combined earnings of
an individual and his or her spouse, to the
extent that such earnings are attributable
to the period of their marriage (as deter-
mined under paragraph (2)), shall be divided
equally between them and shared in accord-
ance with this section for purposes of deter-
mining their eligibility for old-age or disabil-
ity insurance benefits and the amount of
the old-age or disability insurance benefits
to which each of them is or may become
separately entitled, if they are divorced, and
either of them elects, in such manner and
form as the Secretary shall prescribe but in
any event within 12 months after the di-
vorce becomes final, to have such combined
earnings so divided and shared.

"(2) For purposes of this section with re-
spect to any two individuals who are mar-
ried to each other and are then divorced,
the 'period of their marriage' Is the period—

CONGRESSIONAL RECORD * SENATE
"(A) beginning with the first day of the

calendar year in which their marriage oc-
curred, and

"(B) ending with the last day of the calen-
dar year in which their divorce becomes
final.

"(b)(1) Except to the extent otherwise
provided in subsections (C) and Cd), when-
ever two individuals are to have their com-
bined earnings divided and shared in accord-
ance with subsection (a) they shall each be
credited for all of the purposes of this title
with wages and sell-employment income, for
each calendar year for which either of them
is credited with any wages and self-employ-
ment income without regard to this section
during the period of their marriage, in an
amount equal to 50 percent of the combined
total of the wages and sell-employment
income otherwise credited to both of them
(or that year.

"(2) Nothing in this section shall have an
effect upon the crediting of wages and self-
employment income to any individtial for
any calendar year not included in the period
of such Individual's marriage; but to the
extent that wages and self-employment
income are credited pursuant to this section
the other provisions of this title specifying
the manner in which wages and self-employ-
ment income are to be credited shall (to the
extent inconsistent with this Section) not be
applicable.

"(C) This section shall not apply with re-
spect to any surviving divorced spouse for
any month, and any widow's, widower's, or
mother's insurance benefit payable to which
such spouse is entitled under this title for
any month shall be determined as though
this section has not been enacted if the ap-
plication of this section would result in
either divorced spouse becoming ineligible
for any benefit under this title by reason of
an insufficient number of quarters of cover-
age.

"(d) Notwithstanding any of the preceding
provisions of this section—

"(I) benefits payable under subsection (d)
or (h) of section 202 on the basis of the
wages any self-employment income of any
individual, and benefits payable under sub-
section (b), (C), (e), (f), or (gI of such section
202 (on the basis of such wages and self-em-
ployment income) to any person other than
a divorced spouse or surviving divorced
spouse who has shared in or been credited
with a part of such individual's earnings
under subsections (a) and (b) of this section,
shall be determined as though this section
had not ben enacted, If (A) the application
of this section has changed such individual's
primary insurance amount from what it
would otherwise have been, and (B) the
crediting of wages and self-employment
income to such individual and his or her
former spouse Without regard to this section
would increase the amount of such benefits;
and

"(2) in the application of section 203(a)
(relating to maximum family benefits) with
respect to benefits payable on the basis of
the wages and self-employment income of
any individual, where all or any part of the
wages and self-employment income of such
individual and his or her former spouse was
credited to them in accordance with this
section, the primary insurance amount of
such individual (and the crediting of his or
her wages and selfemployment income)
shall be determined In accordance with this
section but the benefits payable to any
other person' on the basis of the wages and
self-employment income of such individual
shall be determined as though this section
bad not been enacted and as though such
person had made application for any benefit
or benefits to which he or she would (upon
such application) be entitled.".
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(b) Section 205c)(5 of the Social SeurIty
Act i amended—

(1) by strikiny out or' at. th e:d f sub-
paragraph U):

(2i by striidng cit the period at the end of
subparagraph and inserting in lieu
thereof "; or"; and

(3) by adding at the end thereof the fol-
lowIng new subparagraph:

"(K) to reflect any changes in the credit-
ing of wages and self-employment income
which may be necessitated by section 236.".

(C) Section 215(b) of such Act is amended
by adding at the end thereof the following
new paragraph:

"(5) The determination of the wages and
sell-employment income to be credited to an
individual under this subsection shall In all
cases be made after the application of sec-
tion 236:'.

(d) The amendments made by this section
shall apply only with respect to divorces oc-
curring or becoming final after the date of
the enactment of this Act, and with respect
to the payment of benefits for months after
such date of enactment.

RESTRICTIONS ON PAYMENT OW BF2(EFYYS TO
NONRESIDENT ALIENS

Ssc. 18. (a) Section 202(t)(I) of the Social
Security Act is amended to read as followw

"(1) (A) Notwithstanding any other provi-
sion of this title, any monthly benefits oth-
erwise payable under this section or section
223 for any month to any individual who is
not a citizen or national of the United
States, if such individual—

"(j) has not been lawfully admitted to the
United States for permanent residence, or

"(ii) has been outside the United States
for a period of more than six consecutive
calendar months while entitled to benefits
under this title;
and any monthly benefits otherwise payable
to any person for any month under this sec-
tion or section 223 on the basis of the wages
and self-employment income of an Individu-
al who is himself subject to the preceding
provisions of this subparagraph for that
month, shall be subject to the limitations
set forth in subparagraph (B).

"(B) The total amount of any monthly
benefits described in subparagraph (A) pay-
able to an individual described in such sub-
paragraph shall be limited to—

m the case of an individual entitled to
such benefits who Is the only individual so
entitled to benefits on the basis of the
wages and sell-employment income upon
which such benefits are payable, an amount
equal to the sum of—

"(I) the total amount of taxes paid under
sections 3101 and 1401 of the Internal Reve-
nue Code of 1954 (or the corresponding pro-
visions of prior law) with respect to such
wages and self-employment Income; and

"(II) the interest payable on the taxes so
paid (computed at the prevailing rate of In-
terest payable on United States Treasury
bills for the period after such taxes were
paid and before such individual became en-
titled to such benefits); or

(ii) in the case of an individual entitled to
such benefits who is one of several individ-
uals so entitled to benefits on the basis of
the wages and self-employment income
upon which such benefits are payable, an
amount equal to that portion of such taxes
and such interest which is attributable to
such individual's entitlement, as determined
in regulations by the Secretary.
After monthly benefits totalling such
amount have been' paid, such Individual
shall have no further entitlement to bene-
fits based upon the same wages and self-em-
ployment income,
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"(C) For purposes of subparagraph (B)

benefits paid under section 202 or 223
before the date of enactment of this para-
graph to an individual to whom subpara-
graph (A) applies shall be taken into ac-
count l de 'rair the total ncunt of
monthly benefits paid to such indivki' "L

"(D) Subparagraph (A)(A) shall no apply
with respect to any individual wltkin the
United States if the benefit involved is pay-
able to such Individual as the wife, husband,
child, or survivor of a citizen or national of
the United States or of an alien lawfully ad-
mitted to the United States for permanent
residence.

"(E) Subparagraph (A)(li) shall not apply
with respect to any individual if—

"(I) the benefit involved is payable to such
Individual as the dependent or survivor of a
citizen or national of the United States who
resides outside the United States and has at-
tained age 50 (or who died outside the
United States alter attaining that age), and

"(ii) the spousal, filial, parental, or other
relationship upon which the entitlement"of
such individual to such benefit is based ex-
isted at the time such citizen or national at-
tained age 50.

"(F) The application of subparagraph (A)
to an individual by reason of clause (ii)
thereof shall not preclude such individual
from being paid benefits under this title
under an entitlement to such benefits estab-
lished on the basis of wages and self-em-
ployment income other than the wages and
self-employment income on the basis of
which he was entitled to benefits at the
time he was outside the United States for
more than six consecutive months.

"(0) An individual to whom subparagraph
(A) applies by reason of clause (II) shall not,
upon returning to the United States,
become entitled to the benefits which would
be payable to such individual (but for such
subparagraph) on the basis of the wages
and self-employment income with respect to
which he was entitled to benefits at the
time he was outside the United States for
more than six consecutive months.

"(H) For purposes of this paragraph, an
individual shall be considered to have been
outside the United States for any calendar
month if the Secretary, on the basis of in-
formation furnished to him by the Attorney
General or information which otherwise
comes to his attention, determines that
such individual was outside the United
States during all of such calendar month. In
applying the preceding sentence, an individ-
ual who has been outside the United States
for any period of 30 consecutive days shall
be treated as remaining outside the United
States until he has been in the United
States for a period of 30 consecutive days.

"(I) For purposes of this paragraph, the
term 'United States' (when used in either a
geographical or political sense) means the
States, the District of Columbia, the Com-
monwealth of Puerto Rico, the Virgin Is-
lands, Guam, American Samoa, the Trust
Territory of the Pnciflc Islands, and any
other territory or possession of the United
States.".

Ib) Paragraphs (2) and (3) of section
202(t) are repealed.

Ic) Section 202(t)(4) of such Act is amend-
ed—

(1) by striking out subparagraphs (A) and
(B);

(2) by redesignating subparagrahs (C),
(D), and (E) as subparagraphs (A), (B), and
(C); and

(3) by stttklng out the semicolon at the
end of subparagraph C) 'as so redes gnat-
ed) and all that L4iows and niserting in lieu
thereof a period.

(dl The heading of section 202(t) c! such
Act is ameni€d by adding at (Ie end thereof

CONGRESSIONAL RECORD — SENATE
the following: "; Restrictions on Payment of
Benefits to Nonresident Aliens".

(e) The amendments made by this section
shall apply with respect to months after the
month in which this Act is enacted.
SUS PnoCEsS REQUSRESSENTS rog Tzarsssarsor

OI DISABSLSTY DENEriS

Szc. 210. (a) Section 221(d) of the Social
Security Act is amended by inserting "(11'
before '(di" and by adding at the end there-
of the following new paragraph:

"(2)(A) In any case where—
"(I) an individual Is a recipient of disabil-

ity Insurance benefits, or of child's, widow's,
or widower's insurance benefits based on
disability, and

"(ii) a preliminary finding is made that
the physical or mental impairment on the
basis of which such benefits are payable has
ceased, did not exist, or is no longer dis-
abling (as determined In accordance with
subparagraph (B)),
such benefits may not be terminated until
such preliminary finding has been upheld
after a hearing by the Secretary as provided
in sectlor, 205th). The Secretary shall pro-
vide opportunity for such hearing at a time
and place reasonably accessible to the indi-
vidual. Failure without good cause to appear
at such hearing shall constitute a waiver of
the right to such a hearing prior to termina-
tion.

"(B)(i) Except as provided in clause (ii), no
benefits described in subparagraph (A) may
be terminated on the grounds that the
physical or mental impairment on the basis
of which such benefit was payable has
ceased, did not exist, or Is no longer dis-
abling, unless the Secretary makes a finding
that there has been a medical improvement
in the case of such individual's Impairment
such that the individual is no longer under a
disability under the standards for disability
in effect at the time of such prior decision,
or that the prior decision that such individ-
ual was under a disability was clearly erro-
neous under the standards for disability In
effect at the time of such prior decision.

"(Ii) Clause (I) shall not apply in the case
of a termination of benefits based upon a
finding made In accordance with section
223(d)('i) that services performed or earn-
ings derived from services demonstrate an
Individual's ability to engage in substantial
gainful activity, or to a termination based
on a finding of fraud.".

(b) Section 223 of such Act is amended by
striking out subsection (g),

Ic) Section 205(b) of such Act is amended
by striking out "(1)" after "(b)" and by
striking out paragraph (2).

(d) Section 5 of Public Law 97-455 is re-
pealed.

(e) The amendments made by this section
shall apply with respect to determinations
(that individuals are not entitled to bene-
fits) made after the date of the enactment
of this Act.

or maniacs LIMITATION ron
5ENEIciARxEs AGE 65 oa OLDER

Sxc. 220. (a) Section 203(c)(1) of the Social
Security Act is amended by striking out
"seventy" and inserting in lieu thereof '-65".

(b) The last sentence of section 203(c) of
such Act is amended by striking out "nor
shall any deduction" and all that follows
and inserting in lieu thereof "nor shall any
deduction be made under this subsection
from any widow's or widower's Insurance
benefits if the widow, surviving divorced
wife, widower, or surviving divorced hus-
band involved became entitled to such iene-
fit prior to attaining age 50.".

(C) Section 203(d)(1) of such Act is arend-
ed by striking out "seventy" and inserting in
llau thereof "65".
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Id) Section 203(I)(1) of such Act is amend-

ed—
(1) in clause (B), by striking out "seventy

and inserting in lieu thereof "65";
(2) by amending clause (D) to read as to!-
lows: "(D) for which such individual Is enti-
tled to wfdows or widower's Insurance bene-
fits If such Individual became so entitled
prior to attaining age 60,"; and
(3) by striking out "the applicable exempt
amount" each place it appears and inserting
in lieu thereof in each instance "the exempt
amount".
(e) Section 203(f)(3) of such Act is amendS
ed—
(1) by striking out "aiiplicable exempt
amount" and Inserting in lieu thereot
"exempt amount"; and

(2) by striking out "70" and inserting in
lieu thereof "65".

U) Section 203(f)(4)(B) of such Act is
amended by striking out "applicable exempt
amount" and inserting in lieu thereof
"exempt amount".

(g) Section 203(f)(8)(A) of such Act is
amended by striking out "exempt amounts
(separately stated for individuais described
in subparagraph (D) and for other individ-
uals) which are to be applicable" and insert-
ing in lieu thereof "exempt amount which is
to be applicable".

(h) Section 203(f)(8)(B) of such Act is
amended—

(1) by striking out "Except as otherwise
provided in subparagraph (D), the exempt
amount which is applicable to individuals
described In such subparagraph and the
exempt amount which is applicable to other
individuals, for each month of a particular
taxable year, shall each be" and inserting in
lieu thereof "The exempt amount for each
month of a particular taxable year shall
be";

(2) in clause (I), by striking out "corre-
sponding"; and

(3) In the matter following clause (ii), by
striking out "an exempt amount" and in-
serting in lieu thereof "the exempt
amount",

(I) Section 203(f)(8) of such Act is amend-
ed by striking out subparagraph (D) there-
of.

(j) Section 203th)(1MA) of such Act is
amended—

(1) by striking Out "applicable exempt
amount" and inserting in lieu thereof
"exempt amount"; and

(2) by striking out '10" each place it ap-
pears and inserting In lieu thereof in each
instance "65".

(k) Section 203(j) of such Act is amend-
ed—

(1) by striking out "Seventy" in the head-
ing thereof and Inserting in lieu thereof
"Sixty-five"; and

(2) by striking out "seventy" and inserting
in lieu thereof "65".

(1) Section 202(w)(2) of such Act is amend-
ed by inserting "prior to January 1, 1984"
after "the total number of months".

(m) The amendments made by this section
shall be effective with respect to taxable
years beginning on or after January 1, 1984.

Mr. STENNIS. Mr. President, what
is the pending matter before the
Senate?

The PRESIDING OFFICER. The
pending question is the amendment of
the Senator from North Carolina.

Mr. DOLE. Mr. President, parlia-
mentary inquiry.

The PRESIDING OrFICER. The
Senator will state it.

Mr. DOLE. We are back on the
social security bill?
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The PRESIDING OFFICER. The

Senator Is absolutely correct.
The Senator from North Carolma.
Mr. HELMS. Mr. President, the

amendment I am offering today sub-
stitutes for the pending amendment
the provisions of S. 541, the Social Se-
curity Guarantee and IndividuJ Re.
tirement Security Act of 1983,

Mr. President, 5. 541 Is the bill I in-
troduced this past month to strength-
en the social security system and to
guarantee once and for all the retire-
ment security of elderly Americans.

Before I discuss the provisions of the
pending amendment I want to com-
mend my very good friend, the distin-
guished Senator from Kansas (Mr.
DoTE) for his remarkable leadership in
this effort to salvage social security.

As all Senators know who followed
the deliberations of the so-called
Social Security Reform Commission,
there were many and divergent view-
points about which way to proceed. So
what emerged was a compromise
which was not really acceptable to any
member of the Commission. I do not
think, once the American people learn
of the provisions, that they will find it
acceptable either. But in any case we
should all be grateful to BOB DolE's
tireless search for the solution to the
immediate fundrng problems of the
system.

Also, I would pay my genuine re-
spects to the distinguished Senator
from Colorado (Mr. ARMSTRONG) for
his diligent study of this matter and
the enormous amount of work that he
did—truly an incredible job under the
circumstances. And I am grateful to
Senator DOLE and Senator AxussnloNG
and others.

I would say, furthermore, that every
member of the Finance Committee de-
serves our gratitude for offering the
American people a better reform pack-
age than the one recommended by the
National Commission on Social Secu-
rity Reform. That is not to say that
the Senator from North Carolina is
pleased with H.R. 1900 or will even
vote for it, but in no way do I want my
personal convictions or those of so
many citizens of North Carolina who
have contacted me to detract fron the
diligence of the Senator from Kansas.
I reiterate he has done a remarkable
job.

Second, I am pleased that the Fi-
nance Committee dealt favorably with
a number of the sections of the reform
bill that I introduced. Of course I refer
to S. 541. In fact, upon examination, I
find that the Finance Committee bill
that we are now cunsidering inciues
11 of the 20 sections of my bill. And
that is a pretty good average, Mr.
President.

The bill brfore s does cure, for ex-
ample, a number of inequities that
women suffer under social security as
it now exists. It gradually phases out
the retirement earings test for people
85 and over and it cuts off benefit pay-
ments to aliens and their dependents
and survivors who reside outside the

United States and its territories Sev-
eral other sections of S. 541 are includ-
ed in the bill now before us, but I will
not use the Senate's time to discuss
these In any great detail.

Let me in,.ply say that the bill
under consideration is certainly an im-
provement over its predecessor legisla-
tion.

Having said that, Mr. President, de-
spite the improvements made thus far,
the social security reform bill, is, in
my judgment, still lacking. I am con-
vinced that Americans, young and old,
want and I think deserve more than
the bill before us now provides. The
more than 36 million elderly Ameri-
cans who receive social security checks
each month need a retirement system
they can depend on. Equally impor-
tant, the 119 million workers whose
payroll taxes make those checks possi-
ble deserve a fully funded system that
will be able to pay benefits when they
retire.

Mr. President, one of the problems
with social security in the United
States is that so few know anything
about it. Some weeks back I met with
members of the news media and It oc-
curred to me that it might be interest-
ing to see how much those who daily
report on social security developments
know about social security itself. So
we prepared 20 multiple choice ques-
tions. I gave part f the test to media
representatives and, I must say, they
did very poorly. And I will say also
that before I began looking into the
social security system, r would have
done perhaps even more poorly.

For example, let me read two or
three of the questions and the multi-
ple choice answers for each and see
how the Chair would do if he can
follow these in his mind as we go
along. The first question:

If you went to work when social security
began In 1937 and earned enough to pay the
maximum tax from 1937 to 1982, today you
would have paid Into the system: A.
$127,650: B. $98,450; C. $16,950; D. $47,650.

The answer is C, $16,950, Mr. Presi-
dent.

The second question:
If you retired today and paid the maxi-

mum tax possible since 1937, your annual
social security benefits for you and your
spouse would be: A. $19,000; B. $12,206; C.
$14,000: D. $8,000.

The correct answer is B.
Mr. President, I ask unanimous con-

sent that this test given to the news
media be printed in the Rscosn at this
point.

There being no objection, the test
was ordered to be printed in the
Racoan, as follows:

Social Security is the Nallons largest do-
mestic program, and alfects the lives o.i
ajmest every Amenian. Roy; much do you
know about this important prngram? Err'
are 20 multiple choice questions to test your
knowledge.

1. If you went to work when Social Secu-
rity began in 1937, and earned enough to
pay the maximum tax during 1937 to 1982,
today you would have paid into the system:
A. $127,650; B. $98,450; C. $16,950; U.
547.650.
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2. If you etued todri,, and ha paid the

ma mu-n toe possibr .sine 193?. your
annual Socal Security beneZ:s ?n- you ai;d
your spou' would ba A. Si 0J; B. $l2.2C&:
C. $4.O; D $5,000.

3. Thr social seeurny deficit pro. t't'd
over the yext 75 years Is: A. $3.3 million; B.
$2.7 billion; C. $1.6 trithon; D. $9 zillion.

4, The ae:age numher of years that a
woman lives after reaching age 65 in 1982i is:
A. 11; B. 13; C. 19; U. 9.

5. The average number of years that a
man lives after reaching age 63 in 1.982 is: A,
11; B. 15: C. 19; D. 9.

6. Social Security pays full retirement
benefits for those age 65. Social Security
also pays benefits, though at a reduced
amount, tor those who opt for early retire-
ment after age 62. Today, what percent of
Americans opt for early retirement.? A. 28
percent: B. 65 percent; C. 90 percent; D. 50
percent,.

7. For all current Social Security retirees,
their lifetime Social Security benefits they
and their families will receive exceed by
what ratio their lifetime Social Security
taxes paid? A. 11:1; B. 10:1; C. 2:1; D. 5:1.

8. To be fully eligible for Social Security
retirement benefits, what Is the minimwn
number of years you have to have worked In
a Social Security covered job, and therefore
had paid Social Security taxes? A. 7%; B.
21%; C. 30; D. 50.

9. President Roosevelt, when he proposed
the Social Security Act In 1935, said its basic
goal wan

A. To fully meet all of the economic needs
of the eld.erly. the nation's most cberlshed
national resource.

B. To provide supplemental retirement
income to replace earnings lost, by industrIal
and commercial workers because of retire-
merit.

C. To guarantee that taxes paid to Social
Security by workers would be fully repaid,
with interest, when the worker attained re-
tirement.

10. SInce 1970, Social Security benefit in.
creases have:

A. Increased faster than average increases
in wages and prices.

B. Stayed the same as increases in average
wages and prices.

C. Rave not kept pace with average wage
or price increases.

11. What percent of all American families
pay more in Social Security taxes than fed-
eral income taxes? A. 27 percent; B. 51 per.
cent; C. 62 percent; D. Ii percent.

12. Since 1935. how much in Social Secu.
rity benefits have been paid out? A. $655 bit.
lion: B. $235 billion; C.. $1 trillion; D. $300
billion.

13. In the next four years, bow much
Social So,urlt.y benefits wil be paid out? A.
$555 billion; B. $235 billion; C. $1 trIllion; 0.
$300 bilhon.

14. In 1959. what percent of the elderly
had incomes below the official poverty
level? A. 35 percent; B. 14 percent; C. 52 per-
cent: 0. 1' percent.

15. In 1978. what percent of the elderly
had incomes below the official proverty
level? A. 35 percent; B. 14 percent; C. 52 per-
cent; D. ii percent.

15. U.S. citizenship is currently nt a re-
quiremont to receive Social Security bene-
fits. Hau many dollars are paid annually in
benefits to non-U.S. citizens living ouislde
the United States? A. $35 million; B. $700
million; C. $235 million; 0. $94.6 million.

17. The OASDI Trust Fund pays benefIts
out of current reserves. The £uds have
enough reserves to pay benefits at present
levels for how long? .1. years; B. 4 months:
C. 10 years: 0. 7 week.
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18. SocIal Security is a "pay es you go"

system . meaning benefits paid today are
financed through taxes paid by today's
workers. In 1940, there were 16 workers for
every beneficiary. How many workers are
there today for each beneficiary? A. 3; B. 25;
C. 1Z D. 17.

19. Since 1935, the maximum Social Secu-
rity taxes have Increased what percent A.
2.000 percent; B. 200 percent; C. 6.900 per-
cent; D. 4.000 percent.

20. What percent of Social Security cur-
rent beneficiaries are over age 65, the full
retirement age? A. 82 percent, B. 65 percent;
C. 78 percent; D. 51 percent.

Mr. HELMS. I will run down the an-
swers. 1, ç; 2, B; 3, C; 4, C; 5, B; 6, C; 7,
D; 8, A; 9, B; 10, A; 11, B; 12, C; 13, C;
14, A; 15, B; 16, B; 17, D; 18, A; 19, C;
20, D.

Mr. President, my bill, S. 541, the
Social Security Guarantee and Indi-
vidual Retirement Security Act of
1983, would guarantee to every Ameri-
can the social security benefits to
which he or she Is now entitled with-
out raising taxes. As a matter of fact,
it would repeal all future scheduled
payroll tax Increases. It has both a
long-term and a short-term goal for
addressing the funding problems
facing social security.

In the long run, Mr. President, it
would phase In a new kind of private
savings account, called an individual
retirement security account (IRSA), In
which each working American could
Invest for his or her own retirement.
These federally Insured accounts
would guarantee for all tim.e absolute
retirement security for every Ameri-
can. They would also help the Nation's
economy by providing a capital pool
for Investment to create jobs and put
people back to work, lower interest
rates, boost GNP, and help this Nation
toward a much needed economic recov-
ery.

In the short run, it would keep our
present social security system solvent
while the long-term plan has a chance
to take effect.

THE PRESENT PROBLEM

We will be deceiving ourselves if we
do not face up to the seriousness of
the social security crisis. In ray view, it
is both a national tragedy and a na-
tional disgrace, What is more, too few
Americans understand the nature and
extent of these problems. Certain poli-
ticians and members of the media
have made a political football out of
social security.

Let us examine for a moment how so
many Americans have been misled,
even deceived, by political and bureau-
cratic words and phrases that have
created false Impressions in their
minds. To put it bluntly, the people
have been hoaxed by expressions that
have crept into the American vocabu-
lary.

First, how many times have we
heard references c the "Social Secu-
rty Trust Fund"? There is no trust
fund. it does not ert. it has never ex-
ist. Just ask soui€ne to point out
the vault where he rnor.ey ir kept.
From the frst dcy of socai security,
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the American people have been led to
believe that every worker has an accu-
mulated savings account in Washing-
ton with his or her name and social se-
curity number on it. That is what em-
ployer and employee payroll taxes
were supposed to be paying for. But
such accumulated savings accounts do
not exist, they have never existed.

Second, how many times have
American workers been told that they
"contribute" a specified sum of money
to social security, and their employer
"contributes" a like amount? But that
is not correct either. All of the
money—what workers contribute and
what employers contribute—all of it is
a part of the total payroll expenses
that an employer has allotted for a
particular job, Including salary and
other costs involved In his having
hired someone in the first place. So
every penny 4s really the worker's
money, the money an employer has to
pay in. a dozen different ways to
employ someone.

So, Mr. President, that contribution
is not a contribution. It Is a tax, and
nothing more. Social security, as It
now exists, is not really a retirement
insurance and savings program. It is a
program of taxation that Is In fact
bankrupt; and the retirement benefits
of every American are, and have been,
at the mercy of politicians who decide
how much money from the Federal
Treasury retired Americans will re-
ceive.

THE COMMISSION PLAN
Along with other Americans, I

waited—perhaps too patiently—for the
15-member, blue-ribbon, bipartisan
Social Security Reform Commission to
come up with proposals that, we had
all hoped, would realistically and hon-
estly address the problems facing the
social security system. But after more
than a year's work, the Commission
submitted proposals to the President
that reflect a total absence of creativ-
Ity and imagination—and, worse still, a
total lack of understanding of where
they would lead the American econo-
my. The Commission asks Congress to
raise taxes and reduce social security
benefits. Taxes on working people and
their employers would be increased.
Taxes on self-employed persons such
as farmers, doctors, and lawyers would
be increased. For the first time ever,
the benefits of social security recipi-
ents would be taxed. Nonprofit organi-
zation employees would be brought
into the system, arid employees of
State and local governments would be
prohibited from withdrawing from the
system.

But these painful changes and
others recoamlended by the Ccmznis-
sion may still not, by the Commis-
sion's own admission, be enough to
cover either the' short-term funding
needs and surely will not cover the
long-term social security deficit.

According to the Commisslons
report, the short-term deficit—that is,
the deficit that would accumulate be-
tween now and 1989—would come to
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between $150 and $200 billion. Their
short-term remedy would take care of
$168 billion of that projected shortfall.

Estimates of the long-term deficit—.-
that is, for the next 75 years—vary de-
pending on your source of Informa-
tion, Or perhaps I should say it gets
worse each time it Is calculated.

The Commission report estimates a
long-term deficit of 1.82 percent of
payroll—estimated to be roughly $1.6
trillion. The Commission's proposal
would reduce this deficit by only two-
thirds. The members came to no
agreement on whether to recover the
remaining one-third by gradually rais-
ing the retirement age or by Increasing
the payroll tax on employers and em-
ployees.

Shortly after the report was pub-
lished social security actuaries revised
their estimate of the deficit. They now
project It will amount to 2.1 percent of
payroll, which Is equal to several hun-
dred bIllion dollars more than previ-
ously estimated. The Commission
plan, then, falls woefully short of re-
solving the long-term deficit, even if
the retirement age were to be raised or
payroll taxes increased.

Clearly, then, Mr. President, howev-
er well Intended the report of the
Social Security Reform Commission is,
It not only falls to address all the
problems facing our social security
system, but it does not adequately
solve even those It does address.

DISTRUST OP SOCIAL SECURITY

Is it any wonder, then, that the
American people have lost faith In
social security? Some weeks back, I
saw the results of two polls that had
been taken among younger Americans
now in the work force. A 1982 Wash-
ington Post-ABC News poll stated 66
percent of those under 45—and 70 per-
cent of those under 30—believe that
social security will riot be In existence
when they retire. A 1981 New York
Times-CBS News poll found that 75
percent between ages 25 and 34 doubt
they would receive any of the social
security benefits they have been prom-
ised. The same poll found that 73 per-
cent of all Americans have lost confi-
dence in social security.

The same doubts and fears have
been expressed to me in letters and
telephone calls from countless Ameri-
cans—young, middle aged, and elderly,
Including some who are already re-
tired. These people are concerned, and
rightly so, about their futures, and
about the futures of their children
and grandchildren.

HELMS PLAN WILL NOT

In a moment I will describe in great-
er detail what my proposal would do,
but first let me emphasize what it will
not do.

itt will not—I repeat not—reduce any
promised benefits to anyone—not to
retired Americans, not to those about
to retire, and not to anyone else who
has a right to any retirement benefits.

It will not—and again I repeat not—
raise social security taxes in the



S 3262
future. In fact, it would repeal the
social security tax increases already
scheduled to take effect in 1985 and
1990.

It will not raise taxes on self-em-
ployed individuals.

It will not bring any employees of
nonprofit, tax-exempt organizations
into the social security s3istem.

It will not require employees of
State and local governments to partici-
pate in social security.

It will not tax benefits of social secu-
rity recipients.

It will not make our senior citizens
wait 6 months for the annual cost-of-
living adjustment they depend on so
much.

It will not raise the retirement age.
THE IRSA ACCOUNT

My plan would authorize every
American worker to establish an "Indi-
vidual Retirement Security Account"
in whatever authorized institution he
or she chooses, be it a local bank,
credit union, savings and loan associ-
ation, or whatever. These fiduciaries
would be qualified under standards
similar to those under Treasury Regu-
lations section 1.401—12(n).

This new kind of account would be
slmilalr to the IRA accounts most
people know about already, but with a
big difference. The difference would
be that a tax credit, instead of a tax
deduction, would be given for deposits
in these individual retirement security
accounts. A tax credit means a dollar-
for-dollar tax writeoff, the kind that
means something to the small- and
medium-income taxpayer.

Individuals could contribute to these
IRSA's any amounts they choose. For
every dollar contributed to an IRSA,
the individual would be entitled to
claim a 20-cents-on-the-dollar credit
against the income tax liability, up to
a maximum credit of 20 percent of the
amount paid that year by the individu-
al to the social security trust fund. To
the extent the individual elects to take
advantage of the income tax credit, his
future pension claims against the
common social security trust fund
would be reduced according to an actu-
arial formula. Maximum utilization of
the income tax credit each year for 20
years would reduce the individual's
OASI claims to zero. Lesser utilization
would reduce the trust fund's liabil-
ities proportionately.

GUARANTEED BENEFITS

My proposal would guarantee all
current pension obligations with the
full faith and credit of the United
States. Many Americans are surprised
when they learn that social security
benefits are not guaranteed under cur-
rent law. In fact, in 1960, the U.S. Su-
preme Court rules in Fiemming .v.
Nestor (363 U.S. 603) that the Federal
Government can renege on social secu-
rity benefits at any time. That ca.se is
still the law today. If Congress wants
to reduce social security benefits, it is
free to do so. I want to change that.

Under my plan, every participant,
upon retirement, would receive a cer-
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tificate made out in his or her name.
It would be an obligation backed by
the "full faith and credit of the United
States." This bond would guarantee
continued social security benefits.
Never again will a retired American
feel that his or her social security
benefits would be cut by an act of Con
gress, the courts, or any other agency
of Government. No one could ever be
denied the credits he or she has
earned or will earn in the future under
the Government system.

Everyone's retirement credits must
be guaranteed.

MOBILIZE PRIVATE SECOR VIA IRSA'S
But in the long run, we also need to

offer workers something more—a sup-
plement, an alternative to the Govern-
ment-managed system.

No system of taxes can iniprove real
benefits to Americans because taxes
are not productive. They destroy the
incentive to create jobs and the incen-
tive to save. What we need is a system
of savings and investment. A lot of
people originally thought that was
what the social security system was
supposed to be. But in fact we have a
system where the taxes collected this
month are paid out in benefits next
month, and this system is bankrupt. I
want to expand the system to create
individual worker's investments in the
private sector. I want to encourage
savings and investment, create jobs,
help lower interest rates, and thereby
restore the strength and vitality of
America.

Interest, dividends, and capital gains
accumulated in the IRSA account
would be tax exempt, and annuities
and withdrawals from it upon retire-
ment anytime after age 62 would be
tax free. Funds held in an IRSA ac-
count could be used tax free by a
worker before age 62 to acquire life In-
surance, health insurance, or disability
insurance. The individual could par-
ticipate with his fiduciary in managing
the IRSA account as a fully funded in-
dividual retirement program.

For the first 10 years after enact-
ment, an individual could set up an in-
dividual retirement security account
and receive tax credits. Then, starting
in 1994, there would begin a phased
transfer In which employers and em-
ployees would be required to pay part
of their social security taxes to the re-
spective worker's individual retirement
security account instead of to the Fed-
eral Government. As more of the indi-
vidual's and employer's taxes go to the
worker's IRSA, less would! be paid to
the common OASI trust fund to pay
benefits for a declining number of
social security beneficiaries.

By the year 2004 the phased trans—
fer would be complete, and all payroll
tax payments would be made to em-
ployees' IRSA's. Tax credits wouk be
available between 1994 and 2004 for
amounts invested in an IRSA above
the amount deposited by employees
and employers via the FICA deduc-
tion. The credit would phase to zero as
the OASI component of the FICA de-
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duction phased o zero the year
2004.

I asked experts to esthnte the
amount of money that would bc saved
and invested in the prfvate sector as
gradually increasing percentages ff
the population began to participate in
IRSA's. For example, if only 38 per-
cent of our Nation's workers elect to
establish IRSA's during the next 1
years, a whopping $27i,4O1,OOO,OO
will have been invested. Think what
this new supply of savings could do for
our economy.

The following table provides a
breakdown of the experts' estimates:

ESTIMATED RSA PRTiCIPATON AND NVSTMB1

fs in bic.s]

Pa!c
Year rb

RSA's

,LJLt

1984 0.01 O34
1985 .03
1986 .07

1987 .10

1988 .13
19C9 .16

3C•12

1.802
12.0O
16.926
22.432

1990 . .19

1991 .24

1992 .30

31.037
42.28
51.000

1993 — .38 11.900

Total 211.4O

OASI liabilities would shrink as par-
ticipation in IRSA's increased. By the
year 2045, according to my projections,
residual OASI liabilities would be re-
duced to zero.

The following table shows projected
OASI and IRSA participation and
fiscal impact through the year 2050:

PROJECTED OASI AND IRSA PARTICIPATION AND FISCAL

IMPACT1

flousand$ cl indJ2]

YeM
OAS

auitanIs
IRSA

OASI cc1

annitats (p€rcentot

1982 115,OS 31,483 0 10.42

1985 123,300 33,106 0 10.32

1990 132,410 63.428 33 9.81

1995 131644 83.403 53 8.29

2000 142.248 39,814 4,460 1.14

2005 146,198 41.725 16,97 6.4b

2010 149,515 45,359 32,218 4.92

2015 150,148 51,04S 51048 2.51

2020 149,873 51,153 51,153 1.22

2025 150,205 64,500 64542 19

2030 151,750 45,323 68234 46

2035 153,889 16873 11,211 03
2040 156015 99 71,440 (
2045 151.117 0 11,24
2050 159,545 0 73,O

2Alternative Il—B assumptions; source 1 &ta f cveed workers, OAS
annuitants, 982 trstes reprI. ISRA p ticipation rote, 1984—93 assumed 20
percent of covered workers with 50 percent retiring by 195; increase in RSA

coverage and derea in OtSI coverage npt j a4ng sntheI
exponential dede rate/grrwth iate curve to pca data with pararnters
as given in Helms propo3al (uniea IRSA eTag n I34 Wt maxtmum
verage in 2004; no new OAS tueeS after 2024

2OSI coI is percent l taxab.e payroil (M. ) ated !o cmple
decflne rate on QASI benefit claUns, 1994—2040.

Taxable pay;oH was not adjusted to; ernic greM arid crease in rea'
wages thai would be expected from incese savias ,Eta an capla
formation as retireaient ncome sou thfIs trim tr2!eT va OAS
tax on payrofls to annuity withdraws b nvida troul IIA ecoun1s. By
1995 this mpct on real GNP ar rea' wg wd sg'cant. fu1rn
reduc1ng the percentage ol taabe payn1 a1ioe CS cost

SOLVING TODAY'5 DEFICIT

My proposal also addresses the
short-term financing crises facing the
social security system. Undeniably, a
short-term infusion of funds s needed
to keep the system afloat, at, 'east
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until my long-range plan has a chance
to take effect. The Commission esti-
mates a deficit of from $150 to $200
billion between now and 1989. They
propose to raise $168 billion through a
combination of tax increases and bene-
fit cuts. Using the Commission's own
numbers and assumptions, I have
come up with a package of proposals
and reforms that will yield $167 billion
in additional revenues between now
and 1989. Quite frankly, my proposals
should actually yield more than this
because of the favorable effect on em-
ployment of my proposed tax cut.
With lower taxes and greater savings,
the economy will grow faster than the
Commission assumes, thus boosting
the tax base and lowering benefit out-
flows.

INCLUDE ALL FEDERAL WORKERS

The first thing I propose is to in-
clude all Federal workers under social
security—not just new ones, as the
Commission has proposed—but all of
them, begimwg with all Members of
Congress and their staffs. The social
security problem is a national prob.
lem, and all of us ought to participate
in solving the crisis.

My proposal would not affect the
civil service retirement system In any
Way. Federal employees could contin.
ue to participate in civil service retire-
ment much the same way employees
in the private sector participate In
their employer-sponsored retirement
plans.

cOLA DELAY

Second, I propose to delay for 3
months—from July to October—the
social security cost-of-living adjust.
ment. I do not agree that there should
be a 6-month delay, as was proposed
by the Commission. That is an unfair
burden on our senior citizens. A 3.
month delay would be much fairer,
and it would help a great deal to solve
the short-term deficit.

PRORATION OF COLAS

Third, cost-of-living increases should
be prorated to reflect the month of re-
tirement. The present system is unfair
to the senior citizen who retires in,
say, January—because the person who
retires the following December now re-
ceives the same cost-of-living adjust-
ment as the senior citizen who retired
early in the year.

ADMINISTRAflVE COSTS
Fourth, I propose that the expenses

of administering the social security
system be counted against general rev-
enues rather than the social security
accounts. Payroll tax revenues should
only be used to pay benefits, and
should not go to pay administrative
expenses.

UNCASIISD cascus
Fifth, I propose we adopt the Corn-

missien's recommendations regarding
crediting the social se"urity system forall Uncashed s security checks.
Untii I beran my cictailed study of the
socisi ecaujf,v syv. I uas net aware
tuat ml1 us of cci]-'- in social secu-rity ebtj tn-p rcver cashed each

year. I was astonished to learn that
the money represented by these tin-
cashed checks does not have to go
back to the social security system—but
instead may be used for other Govern-
ment spending. My proposal would re-
quire that the money be credited to
the social security system.

MILITARY BENEFITS

Sixth, I propose the social security
fund also be credited for all military
benefits the social security system
pays out with no Government contri-
bution.

REVENUE CALCULATiONS

The following table reflects the
short-term revenue increase under my
proposal:

Short-term revenue increase under Helms
plan (1983-90)

1. Bring all Federal employees into
the social security system

2. Delay payment of COLA from
July to October

3. Prorate COLA to reflect month of
retirement ..

4. Charge administrative costs to
general fund......,...,...,.,,......,

5. Credit uncashed social security
checks to social security system

6. Credit social security system for
military benefits paid without a
govermnent contribution 17.5

Total .... 172.4
PAYROLL TAX UE

The revenue figure shown here,
$172.4 billion, does not reflect the pro-
jected revenue loss as a result of re-
pealing the 1985 payroll tax increase.
Under present law, the Combined em-
ployer-employee payroll tax rate,
which is now 13.4 percent. is scheduled
to Increase to 14.3 percent by 1986 and
15.3 percent by 1990. The maximum
payroll tax would become $6,263.40 in
1986 and $8,690.40 in 1990.

The Congressional Budget Office es.
timates the 1977 payroll tax increases
cost 500,000 Americans their jobs.
Higher payroll taxes would only exac-
erbate the unemployment crisis and
contribute to further economic stagna-
tion.

My proposed payroll tax cut is pro-
jected to reduce the social security sys-
tem's revenue by only $5.4 billion by
1990. With this projection, my Package
of short-term proposals would result
in a net increase in social security rev-
enues of $167 billion, almost the same
amount as the Commission proposes
to bring in by raisfrig taxes and cutting
benefits.

I emphasize these projections are
based on the same assumptions used
by the Commission and their figures.
Quite frankly, I believe my proposedtax cut will have a more favorable
result than projected, and that be-
tween now and 190 the social security
system will be much better off u:rder
my short-term plan than under the
Commission's proposals.

EQUITY REFORMS
Mr. President, along with proposals

for sc1ng the long-term and short-term funding problems facing the
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social security system, my bill also
contains proposals for reforming social
security In certain areas. I include
these reform proposals because of the
pressing need for Congress to address
issues relating to women, the disabled,
nonresident aliens, and older Ameri-
cans with productive abilities who
wish to continue working past age 65.

EQUITY FOR WOMEN

Mr. President, clearly our present
social security system treats women
unfairly. The problems have become
more acute as more women have en-
tered the workforce. When the social
security system was created, only 20
percent of women were in the work
force, Today that figure is roughly 60
percent.

The National Commission on Social
Security Reform addressed a numberof issues relating to women. They
made several proposals that have
merit that I have included In my bill.
These proposals are as follows:

First, present law permits the con-tinuation of benefits for surviving
spouses who remarry after age 60.
This would be extended to disabled
surviving spouses aged 50 to 59, dis-
abled divorced surviving spouses aged
50 to 59, and divorced surviving
spouses aged 60 or over.

Second, spouse benefits for divorced
spouses would be payable at age 62 or
over, subject to the requirement that
the divorce has lasted for a significant
period, if the former spouse is eligible
for retirement benefits, whether or
not they have been claimed, or if they
have been suspended because of sub-
stantial employment,

Third, deferred surviving-spouse
benefits would continue to be indexed
as under present law, except that the
indexing would be based on the in.
creases in wages after the death of the
worker instead of by the increases in
the CPI, as under present law.

Fourth, the benefits rate for dis.
abled widows and widowers aged 50 to
59 at disablement would be the same
as that for nondisabled widower and
widowers first claiming benefits at age
60—that is, 71½ percent of the pri-
mary insurance amount—instead of
the lower rates under present law—
gradually rising from 50 percent at age
50 to 71½ percent for disablement at
age 60. Such change would not only be
applicable to new cases, but would also
be applicable to beneficiaries of this
category who are on the rolls on the
effective date of the provision,

Unfortunately, the Commission's
proposals do not go far enough in in-
suring equal treatment for women, My
bill contains additional protections.

Under present law, the method of
calculating social security benefits cre-ates a disincentive for a parent to
remain at home with children, Such
years are calculated as zero earning
years in the determination of the per-son's social securit.y benefits, Often a
parent, usually the mother, needs tospend time at home during a child's
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early years of development. The Gov-
ernment should not discourage moth-
ers from spending time at home with
their children during the children's
formative years.

My bill would allow a person to ex
dude from the calculation of his or
her social security benefits each year
spent at home with their child as long
as the child is younger than 6 years
old. Up to 6 years could be excluded.
and this exclusion could be taken in
addition to every individual's already
guaranteed 5 low year exemption.
During the years excluded, the parent
could earn up to one-half the average
wage of all social security covered
workers each year.

I also propose extending additional
equity to divorced spouses. Both mem-
bers of a household should be consid-
ered to have made equal contributions
to their family and thus retain equal
property rights for the income in their
family structure. This is not the case
under social security today. My legisla-
tion would correct this situation by
crediting each divorced spouse half
the earned family income during the
marriage for the purpose of determin-
Ing social security retirement and dis-
ability benefits.

EQUITY FOR DISABLED

Mr. President, another part of my
bill addresses serious problems lnvolv-
Ing the arbitrary cutoff of benefits to
disabled citizens. Often disability pay-
ments, which provide llfe.sustalnlng
funds for so many indlviduais, are ter-.
minated by an overzealous Social Se-
curity Administration before the bene-
ficiary is actually interviewed. Admin-
istrative law judges have reversed
roughly 70 percent of disability cutoff
cases reviewed. This indicates the seri-
ousness of the problem.

I would be the first to acknowledge
that there has been much abuse of
social security disabfflty. But the
movement to correct this situation
must have guidelines and it must be
fair. Therefore, I propose that Con-
gress insure due process to every indi-
vidual receiving disability benefits
before any benefits can be cut off. My
bill provides this. Each disability bene-
ficiary would be entitled to a hearing
before an administrative law judge
before benefits could be cut. The
Social Security Administration could
not bring a case before a judge for de-
termination unless they could show a
change of circumstances or conditions
affecting the individual, fraud, or mis-
take in the initial determination of
disability.

My bill would leave the disability
trust account untouched. It will
remain in good shape, capable of
paying benefits well into the future, if
the remaining social security accounts
would stop borrowing from it.

LIMIT ALIEN RECEIPTS
Another reform I propose would

limit payment of social security bene-
fits to nonresident aliens. The social
security system pays out $80 mifflon
each month to individuals outside th
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country. Most of the peop'e, 67 per
cent to be exact, who receive such
funds are aliens. Many o them en
tered the United States s resident
aliens during the 195O' when the
social security payment premhin and
quarter requirements were low qua1i
fied for social security, and then re-
turned to their respective countries to
live off social security benefits. In
many cases these beneflt provide
them with a higher standard of llvng
than they could have in the United
States. These individua1 often go
home and adopt children, parents and
grandparents or marry a much youn.
ger person to increase their benefit en-
titlement and Insure the conUnuation
of the U.S. support to thefr survivors,
The payments these aliens receive
from the United States aImot always
exceed their original contributions to
the system. Consider this—more than
50 percent of the benefits paid over-
seas are survivor benefits. In the
United States, only 30 percent of the
benefits are paid to survivors.

We cannot continue to hicrease
taxes on the American people In order
to send social security benefits over-
seas. My bill strengthens the existing
social security provision requiring
aliens who leave the United States for
a period of 6 months to forfeit social
security benefits. The legislation pro-
vides that aliens can draw benefits
only to the extent they have paid into
the system, Irrespective of their em-
ployers' contribution, plus the Treas-
ury bond rate of interest on that
amount. Nonresident aliens who are
drawing social security benefits
beyond their contribution to the
system must be cut off.

EQUITY FOR OLDER WORKERS

And finally, Mr. President, I propose
a reform of utmost importance. I pro-
pose elimination of the earnings limit
on retired persons.

A person's age does not necessarily
determine his or her physicai or
mental condition. Our social security
system often forces people into retire-
ment at age 65 no matter what their
abilities. A person who chooses to
work past age 65 is penalized by loss of
retirement benefits—retiremerat bene-
fits they worked for all their lives. The
loss amounts to 50 cents on the dollar,
which creates a tremendous disincen
tive for people 65 and older to contin-
ue to work. It means an effective in-
crease In the marginal tax rate for
that worker of greater than 50 per-
cent.

No one should be discouraged from
continuing to fulfill their life through
work, Therefore, I propose we remove
this penalty by repealing the earning
limit for social security recñpients 65
and older. Older Amcricans ought to
be able to work if they want to wftli-
out financial penalty.

Mr. President, the retirement secu-
rity of American workers as iimpor
tant to the future of this country as
any Issue Congress will deal with thfs
year. Sooner or later, a plaii such as I

'farh 1, i9Jf
have proposed will have to b rcpfed.
It may not happen this year,
next, Eventually, the p&itdas wil}
no longer be abe to paper th
enormous deficil. As fewer fewer
workers support more and niore retii-
ees, Members of Congress will b
unable to duck the long-term funding
problems. All else having failed, they
wifi be obliged to turn to comrnor
sense.

I urge my colleagues to study m
proposal closely, and to support it.

Mr. President, I yield the floor.
Mr. BAKER, Mr. President, It as

unanimous consent that there be an
additIonal 5 minutes debate on the
social security bill before the prov
sions of the unanimous-consent agree
ment to return to the jobs bill, under
the same terms and conditions.

The PRESIDING OFFICER, is
there objection? Without objection, it
is so ordered.

Mr. DOLE. Mr. President, I thank
the distinguished majority leader foi
his action. I want to respond briefly to
the Senator from North Carolina and
then take the amendment of the Sena
tor from Connecticut.

I first want to say that we appreciat
•ed very much the Senator from North
Carolina taking the time to come
before the Finance Committee to tes
tify.

Senator }IcrMs took the courageous
position of offering his own compre
hensive reform bill which aimed at re
ducing the tax burden and planning
for private retirement.

As he pointed out in his statement
on the floor, the Senator from Kansas
thinks the bill which the Senate Fi
nance Committee reported, Is an Ini
provement on the Commission's rec
ommendations. There were incorporat
ed in that bill about 11 of the prov
sions the Senator from North Carolina
had in his comprehensive package
Senator HEis addresses headon the
major retirement income policy ques-
tions which have been ignored for a
long time. Obviously, he has used the
current funding crisis as much more
than an opportunity for patching up
the financing problem. We hope we
made some changes in the right direc-
ticn in our committee to avoid that
characterization. Certainly the distin-
guished Senator from North Carolina
was willing to face the challenge to
take a fresh approach to social secx-
rity reform.

As I have indicated, a number of the
Senator's provisions mirror sugges
tions made by the National Commis
sion, with the addition of changes 1ii
the earnings test, and tn the womens
equity area. I believe, the Senator
indicated, that the committee bill goes
part way in addressing some of the
Senator's major concerns.

Again, I appreciate the SenatoYs
input into the process.

Mr. HELMS. Mr. President, I thank
the Senator for his cornnwnts, I wane
to reiterate what I said at the outset.
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have great admiration for his truly re-
markable job in bringing forth the leg-
islation before us. As he Indicated, he
very graciously welcomed me to
appear before his committeë Eleven
out of 20 of our proposals, I believe,
are incorporated In this legislation.

I was telling a group earlier this
afternoon, a group of North Carolin-
ians, that I believe in incremental suc
cess; you go a step at a time, do the
best you can. I believe the Senator
from Kansas believes in the same phi-.
losophy. He certainly has demonstrat-
ed that in the way he has handled var-
ious pieces of legislation.

I will not ask for a vote on this
amendment, but I did want to present
it for the consideration of the Senate
and for the people of this country for
their future assessment. Maybe as we
move down the road step by step we
can bring about, in the end, a system
that will be meaningful and certainly
beneficial to the people.

I again thank the Senator for his
comments.

Mr. DOLE. I thank the distin-
guished Senator from North Carolina.

Mr. HELMS. Mr. President, I with-
draw the amendment.

The PRESIDING OFFICER. The
amendment is withdrawn.

Mr. DODD addressed the Chair.
The PRESIDING OFFICER. The

amendment of the Senator from New
Jersey will be temporarily set aside
and the Senator from Connecticut is
recognized.

Mr. DODD. I thank the Chair.
UP AMENDMENT NO. 81

Mr. President, I send an amendment
to the desk and ask for its immediate
consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as foilows:
The Senator from Connecticut (Mr. DODD)

proposes an unprinted amendment num-
bered 81.

Mr. DODD. Mr. President, I ask
unanimous consent that further read-
ing of the amençiment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

The amendment is as follows:
At the appropriate place add the follow-

ing:
Sections 201(e), 1817(d), and 1841(d)

of the Social Security Act are repealed.
)( ) The next to last sentence of sec-

tion 201(c) of such Act Is amended by strik-
ing out "Such report shall also include" and
inserting in lieu thereof the following:
"Such report shall include an actuarial
opinion by the Chief Actuary of the Social
Security Administration certifying that the
techniques and methodologies used are gen-
erally accepted within the actuarial profes
sion, a statement of key economic and de-
mographic assumptions underlying project-
ed trust fund revenues and outlays, and
shall also include".

Section 1811(b) of such Act is amend-
ed by insertirg immediatels' before the last
sentence the foowing new sentence: "Such
report shall also hc1ude an actuarial opin-
ion by the Chief Actuarial Officer of the
Health Care Financing Administration certi-
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fying that the techniques and methodolo-
gies used are generally accepted with the ac-
tuarial profession, and a statement of key
economic nd demographic assumptions un-
derlying projected trust fund revenues and
outlays.'

Section 1841(b) of suchAct is amend-
ed by inserting before the last sentence the
following new sentence: "Such report shall
also include an actuarial opinion by the
Chief Actuarial Officer of the Health Care
Financing Administration certifying that
the techniques and methodologies used are
generally accepted within the actuarial pro-
fession, and a statement of key economic
and demographic assumptions underlying
projected trust fund revenues and outlays.".

Mr. DODD. Mr. President, very
briefly, this amendment would codify
an already existing practice by requir-
ing the inclusion of an actuarial opm-
ion in the OASDI and HI trustees'
annual reports. This amendment
would also require the inclusion in
those reports of the economic and de-
mographic assumptions underlying
the conclusions in those reports.

The art of economic and actuarial
forecasting is by no means perfect and
I do not pretend that passage of this
legislation would enable us to predict
the future with any more certainty
than we can now. However, by
strengthening the process under
which such forecasting and analysis is
generated, we can create a sounder
basis for future social security plan-
ning and administration.

For these reasons, I urge that this
amendment be adopted.

The PRESIDING OFFICER. If the
Senator from Connecticut will yield.
time has expired.

Mr. BAKER. Mr. President, I ask
unanimous consent that the Senator
may speak for an additional 2 minutes.

The PRESIDING OFFICER. With.
out objection, it is so ordered.

Mr. DODD. In 1977, for example,
Congress relied on economic and actu
anal forecasts which led to conclu-
sions on social security which were far
more optimistic than the reality that
followed. Back then, we were told that
the 1977 social security amendments
would leave the system sound well into
the 2lth century.

This amendment will not guarantee
that that will not happen again. But it
will write into law a step which is es-
sential to minimizing the likelihood of
such an occurrence.

Mr. BENTSEN. Mr. President, I will
say that the distinguished Senator
from Louisiana finds this amendment
acceptable to him and, as ranking mi-
nority member on the floor, I believe
it is a good amendment that we would
be delighted to accept.

Mr. DODD. I thank the Senator.
Mr. DOLE. Mr President, we have

reviewed this amendment carefully
and we have had an opportunity to
discuss the amendment, with the Sen
ator and his staff. We have made some
slight modification which was satisfac-
tory. We have no objection to the
amendment in its present form.
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The PRESIDING OFFICER. The

question Is on agreeing to the amend-
ment.

The amendment (UP No. 81) was
agreed to.
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SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The Senate continued with the con-
sideration of H.R. 1900.

The PRESIDING OFFICER. The
Senate will now resume consideration
of H.R. 1900.

The pending question is the amend-
ment of the Senator from New Jersey.

Mr. DOLE. Mr. President, I yield to
the distinguished majority leader.

Mr. BAKER. Mr. President, may we
have order in the Senate?

The PRESIDING OFFICER. The
Senate will be in order.

The majority leader is recognized.
Mr. BAKER. Mr. President, if I may

have the attention of Senators, we are
back on the social security bill It is
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my hope that we can dispose of at
least one more substantial amendment
to that bill today.

I am advised by the manager of the
bill, the chairman of the Finance
Committee, that there may be one
more roilcall vote today. I expect that
the Senate will be on this measure for
perhaps an hour, and longer, If possi-
ble.

Mr. President, it is my hope—and I
hope that other Senators will cooper..
ate In this—that we can finish this bill
tomorrow, at least through third read-
ing. That may be an ambitious under-
taking, but I think it is important that
we try to do that.

I also understand that, for a variety
of reasons, it might be desirable to
have the vote on final passage on
Monday Instead of Friday. If we get all
these amendments out of the way to-
morrow, at least the staff of the Fi-
nance Committee, majority and minor-
ity, can prepare for the conference; be-
cause then they they will know the
shape of the bill, they will know that
no more amendments will be offered,
and they can get most of the detail
work out of the way.

I have not fixed in my mind a time
to ask for final passage on Monday. I
will be flexible on that point, because
I know Senators will have travel ar-
rangements to complete, to return to
the city after the weekend.

Mr. President, I hope we can have a
good, active day tomorrow, complete
all the amendments, If possible; and if
that is not possible, as many as possi-
ble. In any event, it is almost certain
that we will have rolicail votes tomor-
row on these amendments, and Sena-
tors should expect that there will be a
number of roilcall votes tomorrow.

Once again, I express the hope that
we can get to third reading and then
have final passage of the social secu-
rity bill on Monday.

Mr. LONG. Mr. President, will the
Senator yield?

Mr. BAKER. I yield.
Mr. LONG. Mr. President, so far as

the Senafor from Louisiana is con-
cerned, it is aU right to complete our
action and pass the bill tomorrow.

I must alert the distinguished major-
ity leader—who has done a great job
under adverse circumstances In
moving the Senate along—to the fact
that there is always a possibility that
we could run into a snag. This might
occur, for example, if we have a sig-
nificant amendment and the sponsors
lose by a single vote and they look at
the absentees and see that if all the
absentees had been present they
would have won. The Senator can un-
derstand how men dedicated to what
they are doing will not give up that
easily. All they have to do is stall until
Monday and do whatever they deem is
necessary in order to prevail in the
matter.

The distinguished majority leader
has done a great !ob, and we want to
continue to have the benefit of his ef-

forts to bring people together, and
maybe we can pass the bill on Friday.

Mr. BAKER. I thank the Senator.
Mr. President, no one in this Cham-

ber has a higher regard for the Sena-
tor from Louisiana than I do. I wel-
come his remarks, and I am grateful
for them. I offer whatever services I
am capable of and have remaining, to
try to get this matter to third reading.

Of course, the Senator is correct. It
may not be possible to get to third
reading on Friday, and I recognize
that. If we can get to third reading on
this bill on. Friday, and final passage
on Monday, and get to conference, we
will have only two things remaining
before we go out. Those are the con-
ference report on the jobs bill and the
conference report on social security,
We have all next week to do that.

What it really boils down to is that
if we can get to the conference on
Monday, we might be out of here on
Wednesday, and that would be a result
much to be wished for, in my judg-
ment.

Mr. President, does the minority
leader seek the floor?

Mr. BYRD. I seek to ask the Senator
a question.

Mr. BAKER. I yield to the minority
leader.

Mr. BYRD. Mr. President, there are
some reports circulating that I want
the roilcall vote on final passage put
over until Monday. We had some dis-
cussion about It which possibly led to
that conclusion.

My Idea was that If we could finish
the bill tomorrow and get It to third
reading, there would be some absen-
tees, undoubtedly, on both sides of the
aisle, and all Senators should be put
on notice as to when exactly the final
vote will occur, so that they could plan
to be here.

That was my only reason for sug-
gesting that the final vote be on
Monday, I am not wedded to that idea.
If all Senators are ready to have the
final vote tomorrow, if we• reach the
final vote In the normal course of
things, it would be satisfactory to me
to have the final vote tomorrow.

Mr. BAKER. Mr. President, it would
suit me to have final passage tomor-
row.

I su pose the best way to go, then, is
just to play it by ear.

I withdraw any suggestion that we
would wait until Monday to have final
passage, and I suggest, instead, that
we do the best we can tomorrow,
Friday, that we get to final passage if
we can, or that we get to third reading
if we can, or get as far as we can.

Mr. LONG. Mr. President, will the
Senator yield?

Mr. METZENBAUM. Mr. President,
will the majority leader yield for a
question?

Mr. BAKER. Let me first yield to
the Senator from Louisiana and then I
will yield to the Senator from Ohio.

Mr. LONG. Mr. President, the
thought occurs' to the Senator from
Louisiana that we might be able to
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achieve the majority leader's objective
If between the majority leader and the
minority leader and others here we
can arrange some live pairs for some
absent Senators. I personally am will-
ing to pair with anyone who is absent,
provided those on the other side of an
issue are doing likewise.

It may be In order to get this job
done that we could accommodate one
another by pairing some of our absen-
tees who incidentally have been
coming to me and urging that we post-
pone the matter so they can be here.

Every Senator has a different sched.
ule, and I have avoided trying to prom-
ise Senators that I was going to hold
this matter up for them because when
you try to accommodate one Senator
who cannot be here Friday afternoon,
the next Senator cannot be here
Monday, and another Senator cannot
be here Tuesday, and so It goes. So, I
have not been promising anyone.

If it can be done, I would like to ac-
commodate Senators who very much
want to vote and who may be necessar-
ily absent on that occasion.

Maybe the majority leader can help
me work it out so I can try to find
some pairs over here and give one
myself, and maybe he could find some-
one on the other side to help pair.

Mr. BAKER. Mr. President, I also
will give a pair, I say to my friend
from Louisiana.

I think his suggestion Is an excellent
one. I shall work with him and the mi-
nority leader to see If that will expe-
dite the passage of the measure.

Mr. President, I yield now to the
Senator from Ohio.

Mr. METZENBAUM. Mr. President,
will the majority leader be good
enough to clarify what was a little
confusing to the Senator from Ohio? I
understood the other day that he had
Indicated that If we were able to bring
the social security matter and the jobs
bill to a conclusion by the end of this
week the majority leader would look
very favorably upon sending all of us
out to meet with our constituents and
bringing us back only for the purpose
of acting on the conference report
when it was ready to be acted upon.

Mr. BAKER. I think we are saying
about the same thing.

Mr. President, If we finish these
bills, and I think we are going to, or I
hope we are going to, the only thing
remaining are the conference reports.
It may be that Senators do not need to
be here while those conference reports
are in progress except the conferees.
That Is a matter we should examine
when we get closer to the event.

I guess what I should say to the Sen-
ator is somewhat what I have already
said to the minority leader and that is
that other than the conference re-
ports I have no other must legislation
to deal with between now and the time
we go out for the Easter recess.

Mr. METZENBATJM. I appreciate
the comments of the majority leader.
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Mr. PRESSLER. Mr. President, will

be Senator yield?
Mr. MITCHELL Mr. President, will

the majority leader yield for a ques-
tion?

Mr. BAKER. May I yield first to the
Senator from South Dakota and then
to the Senator from Maine.

Mr. PRESSLER. Mr. President, I
suggest that we work late tonight and
get final passage tomorrow and come
back Wednesday or Thursday for 1
day and do the conference reports and
then those of us who go home could
stay at home until Wednesday and
make just one trip back to the city.

Mr. BAKER. I thank the Senator. It
is not a bad idea. I sort of like it. But I
think it also points up one other fact
and that was the observation made by
the Senator from Louisiana, that ev-
eryone has his own schedule. I admire
and respect that, and I assure the Sen-
ator from South Dakota that I will ex-
plore that possibility, trying to arrive
at the most convenient arrangement
for the Senate In that respect.

I must say it is sort of ilke my wile
finding things on the church calendar.
We have not earned this money yet.
We have not passed this bill yet. We
have to do that before we have the
high-class problem of deciding how we
arrange the business while we wait for
the conference report.

I now yield to the Senator from
Maine.

Mr. MITCHELL. Mr. President, rec-
ognizing the demands on everyone, ev-
eryone wishes to leave sometime late
tomorrow. Could we not begin at 9 In-
stead of 10? It seems to me if we start
early we will finish early and accom-
modate Senators who have planes to
catch.

Mr. DOLE. Mr. President will the
majority leader yield?

Mr. BAKER. I yield.
Mr. DOLE. Mr. President, the rea.son

is no one will show up at 9. We were
here this morning at 9:30 and could
not find anyone to do business with.

What we might do is lay down an
amendment that we àould take up. We
could have something pending and
have everyone on notice for a vote.

Mr. MITCHELL. If the Senate were
to schedule a vote after 9 1 guarantee
there will be Senators here.

Mr. DOLE. I would be happy to start
at 9. I think that is about the time I
will get back from Savannah.

Mr. BAKER. I thank the Senator
for his suggetion. Let me explore that
as well if I may.

Mr. President, there is time for one
more vote. I hope we can gt on with
it.

I yield the floor.
The PRESIDING OPICER (Mr.

OogToN). The Senator form Kansas Is
recognized.

Mr. DOLE. Mr. President, I suggest
that we do not have that many amend-
ments and there are a number of them
that we hope we can accommodate
Senators on. There is one long amend-
ment ofered by the distinguished
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Senator from Louisiana that may be
somewhat troublesome, and we have
the Presiding Officer who has an
amendment which we can agree upon.

I understand now that the Senator
from Idaho has an amendment which
we will have a rolleall vote on and
hopefully dispose of it.

Is that correct?
Mr. SYMMS. Mr. President, the

Senator is correct.
However, the amendment I shall

proposed, and I tell the chairman it i
not on withholding on savings, so he
can sigh relief there, is not the amend-
ment that the distinguished chairman
is speaking of. It is the amendment
that affects the COLA stabilizer, and
It is an amendment that I think does
have considerable merit. I wish to
offer that amendment at this time.

The PRESIDING OFFICER, The
Chair must announce that an amend-
ment of the Senator from New Jersey
is pending.

Mr. DOLE. Mr. President, I ask
unanimous consent that that amend-
ment be temporarily laid aside.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The Senator from Idaho.
P AMENDNT NO. 62

(Purpose: To provide that the cost-of-llvtng-
adjustment stabilizer shall apply to ad-
justments made in 1983 and thereafter.)
Mr. SYMMS. Mr. President, I send

an amendment to the desk and ask for
its Immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Idaho (Mr. Smi&s) pro-
poses unprinted amendment numbered 82.

Mr. SYMMS. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Wfth-
out objection, it is so ordered.

The amendment is as follows:
On page 90, line 23, strike out 01988 and

insert in lieu thereof "1983".
On page 94, line 19, strIke out "1988" and

Insert in lieu thereof "1983".
Mr. SYMMS. Mr. President, the

amendment I offer is to change the ef-
fective date of the so-called stabilizer
from January 1, 1988 to January 1,
1983.

In the bill that Is currently being
considered by the Senate today, there
is a provision which will automatically
adjust the cost-of -living increases
when the trust fund ratio falls below
20 percent, effective in 1988. Ti'is pro-
vision was also one ci the recommen-
dations made by the Presidei,t's Corn-
mission on Social Security Referm.

Spcificai1y, beginring hi 1988 if the
OASDI trust fund ratio—reserves as a
percentage of outgo—as of the bcgth-
ning of the year is less than 20 per-
cent, the adjustment of OASDI ben€-
fits would be based on the lower of the
rncrease in the CPI or average wages
Subsequently, when the baiance in the
trust funds has risen to at least 32 per-
cent of estimated annual out1ays
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catchup payments would be made
during the following year, but only to
the extent that sufficient 1inds are
available over those needed to main-
tain a fund ratio oI 32 percent. Catch-
up payments would supplement
monthly benefits otherwise payable to
make up for any COLA losses that
result from basing the adjustment on
wages rather than prices,

My amendment would not apply to
the COLA for the supplemental secu-
rity income (SSI) program because
those senior ciUzens who are receiving
SSI benefits are truly the senior citi
zens who are most In need. I believe
that we should make every effort to
protect those seniors who are at that
Income level. So, they would be held
harmless.

There are several reasons why I be-
lieve we should adopt this amendment.
First, and foremost, if the Commission
thought that the COLA stabilizer was
a good idea for 1988, why not imple-
ment the COLA stabilizer In 1983 and
help bring the outflow and the Income
to the social security trust funds back
In balance.

Second, and perhaps more Impor-
tantly, I believe we should make every
effort to insure the wage earners In
our economy that the retirees will not
receive a larger cost-of-living adjust-
ment in their retirement benefits than
the wage earners are getting In their
paychecks, if the OASDI trust fund is
insolvent.

Mr. President, keeping the COLA In-
crease Indexed to the CPI until 1988,
In my opthion, strikes at the very Issue
of fairness. Flaws in the CPI create an
Issue of fairness when it comes to eval-
uating the automatic Federal COLA.
Erosion in the value of entitlement
benefits from inflation is rightly de-
cried by our Government—even
though the Government is the pri-
mary reason we have inflation. Howev-
er, it is not fair to overcompensate re-
cipients for inflation under the infla-
tion protection rationale for which
COLA's were designed.

Virtually all experts are In agree-
ment that the CPI has not been an ac-
curate gage of Inflation In recent
years. It has overstated Increases in
the cost of living fr people who al-
ready own their homes, who act ratio-
nally to conserve energy when energy
prices rise, and who pay attention to
price swings in the supermarket ir
choosing what to buy week-to-week.

My amendment would simply bring
the wage erners—thoe paying for
sccia1 security retirement benefits at
the current time—and the retiree—
those receivthg social security bene
£it—in line with one another as ]ong
a the OASDI trust fund is In im-
balance.

Continuing to compensate recipients
of Federal entit]ements more gener-
ously for inflation than the average
Americafl is a striking neuty In the
present indexing practices in the Fed
eral Government. The fufl CFI e.titI-
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irient COLA is not only responsible for
recent budget uncontrollability arid
destabilization of the OASDI trust
fund.

More basically, it is unfair to the
taxpayers, whose incomes are not fully
insulated against increases In the CPI.

I might just mention at this point,
Mr. President, that recently when I
was visiting my home State of Idaho, I
sat down and met with the manager of
a small wholesale fuel obbing compa-
ny where they employ 80 people in the
Boise Valley.

The employees of that company
voted voluntarily to take a 10-percent
cut in pay, from the president o the
company, the general manager, on
down to the cleanup crew n order to
avoid having any layoffs at the firm.

I believe that to ask those people to
continue to have to pay for COLA's
based on the CP1 instead of the wage
index strikes at the question of equity.
I think the Comnsion ?ecognlzed
that, the comn1ttee recognized that,
and I praise the committee fo recog
nizing it. But we should implement
the provision now Instead of 1988.

I think we will find that our eon-
titents will support us if we do what

right fo' the American econiy and
what rIght for the social securfty
fund. I hope we wifi accept this
aniendment,

The investigation of why bemeflt
growth hs exceeded wage growth
since 19T has focueI on poor roduc
tivity performance and the recessi,
Yet, there wre 5 million mr Aiineri-
ciis employed at the nd of 2 thin
at the end of 17'?, and productivity
owth has been falin for more then
a decade.

The most mp3rtnt resorA or the
current short-term solvency prthlem
n sccial security is the different in-
dxing practices followed by the Gov-
ernment and the private sector n the
race of rapid inflatiorc from 17&-8L

When automat!c indexing was imple-
mented for soci,1 securfty, the belief
was that it would hold down benefft
growth. Ad hoc benefit increases for
socia' security from I9$ through 1972
were substart1a1Iy greater than in
creases in the CPI. Unfortunately,
when that kgislation for a full auto-
matic COLA passed in 1972, nobody
w predicthig double-digit increases
in the CPL

The primary reason the 1977 reform
for social security failed under condi-
tions of rapid inflation was because
social security COLA's are fixed at the
full increase in the CPI, whereas in-
deation of wages n the private sector
is considerably less than 100 percent
of the CPL As represented by data on
automatic COLA's in major collective
bargainthg agreements, the degree of
private sector indexation varies over
time between 50 percent and 70 per-
cent of increases in the CPI. On aver-
age, automatic COLA's in the private
sector recover 60 percent of increases
in the CPI.
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It is this difference in indexing,

along with low productivity growth
and recession, that explains the recent
phenomenon of benefit growth out-
pacing wage growth noted by sociarl se-
curity actuaries.

The full CPI COLA is also the pri-
mary reason why growth in other enti
tiement benefits created a situation of
budget uncontroI1abiit— from 1978
through 198V

Compensating recipients of Federal
entitlements more generously for n-
flation than the average American 1s a
striking inequity in the present index-
ing practices of the .Federal Govern
ment. The full CPI entitlement COLA
is not only responsible for recent
budget uncontrollability and destabffl
zation of the OASDI trust fund. More
basically, it is unfair to the taxpayers
whose ixcomes are not fullv nsu1ated
against increases in the CPL

I want to make clear that the
amendment in now offeing does
not compensate the wage earners for
the taxes they ai'e paying and h,ve
paid for overcompenating the retirees
in the last few years. My mendmert
simply guards against overcopent
ing the reUree in the futu, beghi-
ning n 1983, should the OADX tn
fund baace not b t a cient1r
solvent leveL

In other words, if ft s ufflcinrnr
solvent ft would nt be tggered, that
if ft is not ufficIenUy s1vet ft would
be triggered.

In addition ny eidmt aLso ha
a provision to protect t etres
the event that the trust ud reerve
reach a 32-percent 1evE, t tfrees
will get c eatd fo ifr
ously rducd beneftt 'ong the
trust fund reserves remath 3 er
cent.

The general effect ©f my niexid-
ment will be to reduce the COLA's thi
the near term to about the craes
that wage earners will be hvg their
paychecks kcreased while th trust
fund balance is building w. Then
over the cnger tern senior citizens
will be getting tie fuli COLA a long
a the trust fund reserves at 32
percent—even though pe o11r be-
lieve we slwuld review this a a matter
of equity in the ?uture.

Now, many of you might thAn that
this amendment is somehow unfair to
the senior ciUzens—although [ fail t
see why. Nevethe1ess, I do wsint th ad-
dress this pu1ar mLcoception,
which I be1ive is based n the
common perception that the economic
status of the elderly s based oi condi-
tions that prevailed in not those
in 1982.

They do have time to organe into
effective p1itica1 blocks and to fi-
nance organizations which protect and
ethance what ha become their major
source of retirement income—Federal
transfer payments. One-third of the
Federal budget is now devoted th bene-
f it payments for the elderly.

In 1959, 35 percent of America's el-
derly were below the poverty thresh-
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old. The image of elderly widows sub-
sisting on canned dog food was a na-
tional disgrace. Amendments to the
social security system which increased
benefits across the board had been
sporadic. No benefit increases were
forthcoming in the first 10 years of
the system. In 1950, benefits were In
creased 77 percent, but this barely
compensated for CPI inflation be-
tween 1940 and 1950. Further benefit
hikes of 12½, 13, and 7 percent INF
1952, 1954, and 1959, respectively did
outpace thflation during the 1950's.
Yet the incidence of poverty among
the population aged 65 and over was
still 13 percent greater than among
the general population at the start of
the 1960's, and the next general bene.
fit increase wa not enacted until 1965.
Even that amendment did not match
the rise in Inflation during the inter-
venthg 8-year period.

During the next decade, the econom-
ic status of the elderly changed dra
matically. In 1965. medIcare was estab-
Ushed, and between 1968 and 1974, five
double-digit hicreases hi social security
benefits were legislated by Congress.
These five benefit increases n total
were 2 percent greater than Inflation
durhg that period. Along with the de-
velopment of evera1 In-kind benefits
rogram for the elderly legizlated in
the automatic hidexng to the
cPI estabUsed annual beneflt in-

f OADX ayment starting
in 1975. Li the past years, those
COLA'S bave further increased social
curity benefits by aiwzt 50 percent,

Th trend of ent1emeit growth for
the edry iid 1ncs n payroll
thxes ince rt f this benefit
llberllzato have led to rogresive
rd!strthiticn !ince fr© roung
th old cn per capita basis, One effect
o this redsrAbution po1icr has been a
reversal n the nddc of poverty be-
tween the young and o1,

Clearly, there are a variety of fGrces
at work in the changing incidence of
poverty. Th most dramatic chnge is
not the reversal of ncidece betweei
ganeratons, but the abo1ute dedllrAe
ith poverty among all e groups since
1959. Still, a growing lack of ntergen
erationa! equity progr to relieve
poverty appears to characterize the
dynamics of current entiUement laws.

An eleineit &f fa1rnes in a perma.
nent program like ocia1 security
should be some degree o equity in
benefits across generations. Overtax
ing th son to pay the father vIo'ates
equilty in the social compact between
generations that is reJJy at the heart
and soul of socia' security,

ft apers to me that it is foolish for
Coxgress to allow a system to continue
where the wage earner i not keeping
up with the recipient of benefits be-
cause th formula is out of balance,
That system allows for a division to
grow among the generations in Amer-
ica. There is absolutely no reason for
Congress to stand idly by and not do
something about the ft that the
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younger generation will start resent-
ing the percentage of the payroll tax
they must pay to support the older
generation.

It Is unfair to both generations and
it is not good for the future of the
country.

The tax rates and tax payments for
social security have grown tremen-
dously over the years. And, most of
the tax increases have come from in-
creasing the maximum amount of
income taxed, not increasing the tax
rate. On an after tax basis, the often-
noted Inequity between recent benefit
growth and wage increases is even
greater than before taxes.

It is clear that today's retiree can
expect a much better deal from social
security than a person 37 years old
now paying for that person's benefits.
Indeed, today's 65yearold will be get-
ting a 200 percent better deal than
today's 37-year-old, and a 225 percent
better deal than a 1982 college gradu-
ate just entering the work force.

My amendment makes a slight at-
tempt in trying to adjust the inequi-
ties In the current system and I urge
my colleagues to join me in the
amendment.

I hope that the committee and the
Members of the Senate will give this
careful consideration before rejecting
It out of hand. I think the chairman
understands this as well as anybody in
the U.S. Seeiate. The problem is that
we have been on a track where if you
chart the growth of the payments to
the recipient we see that they have
had increases of up to 227 percent in
the last 10 years while the wage index
has only gone up 121 percent and it
has the entire system out of balance.

I might say again there would be no
reduction in any benefits that any-
body is now receiving, only, a differ-
ence in the formula, if the total of the
trust fund balance is below 20 percent.

I thank the chairman for his consid-
eration.

Mr. President, I ask for the yeas and
nays on the amendment.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
Mr. DOLE. Mr. President, I appreci-

ate the discussion of the Senator from
Idaho. I do not want to shut off
debate, but the Senator from Kansas
is going to have to leave here very
quickly.

I would just say we had a similar
amendment offered in the committee
which was defeated by a vote of 5 to
11. I do not quarrel with anything the
Senator from Idaho has said. However,
by making the COLA stabilizer in the
committee bill effective In 1984 rather
than 1988, which was recommended by
the National Commission, it might be
viewed as a change that would violate
the intent of the compromise.

Mr. SYMMS. Mr. President, may we
have order so we may hear the chair-
man?
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The PRESIDING OFFICER. The

point Is well taken. The Senate will be
in order.

Mr. DOLE. The National Commis-
sion consensus package included a pro-
vision which is In the committee bill
that would allow indexing by the
lower of the increase, in wages or
prices if trust fund reserves fall below
20 percent. Catch-up payments would
be provided when reserves rise above
32 percent. The provision is effective
in 1988.

What the amendment of the distin-
guished Senator from Idaho would do
would be to modify the effective date
of the provision. In so doing, the
amendment would alter an essential
feature of the consensus package.

On that basis—it is not that the Sen-
ator from Kansas does not believe the
amendment does not have merit--it
would seem to me to be contrary to
the provisions in the Commission
report. For that reason, I would have
to oppose the amendment.

Mr. GRASSLEY. Will the Senator
from Kansas yield?

Mr. DOLE. Yes.
Mr. GRASSLEY. Mr. President, I

would only raise one point in support
of the amendment. I am going to vote
for it. I think what is good in 1988
ought to be even better now.

But will the Senator from Kansas
admit that one of the really uncertain
things about the package—and per-
haps the only uncertain thing about
the package—is whether or not we will
get by the next 2 or 3 years?

Mr. DOLE. That is correct.
Mr. GRASSLEY. This seems to me

as though It would add a little more
soundness to the system. If we have a
revitalization in the economy, as we
hope we will, then there is no doubt
about getting by the next 2 or 3 years.
But there is still some doubt whether
or not we will have the improvement
in the economy that we all hope for.
To the extent which there is that
doubt, then the amendment by the
Senator from Idaho will make more
certain that social security will remain
solvent over the next 2 or 3 years. If
we can get by those years which are
probably the most questionable, we
can answer with certainty that solven-
cy is no longer doubtful for the short
term.

Mr. DOLE. Mr. President, let me say
that we have, in addition to this pro-
posal, the so-called stabilizer, we did
adopt in the committee the amend-
ment of the distinguished Senator
from Louisiana, Senator LONG. That
provision provides for a COLA "fail-
safe" mechanism. In addition, we have
the "normalization" amendment.
Given each of these provisions, we be-
lieve—again, based on the advice of ac-
tuarial experts—that we are going to
survive those years. As I understand it,
it is going to be close, although some
would say we are going to have a big
surplus.

Mr. President, I would like to come
to a vote on this.
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Mr. SYMMS. Mr. President, if the

chairman would yield, I would say one
more thing. I thank the Senator from
Iowa for bringing that point up. The
effect of this amendment would be
that we would probably be on the
wage index immediately which is noth-
ing more than you are asking of wage
earners. I will bet the farm on the fact
that if we would adopt an amendment
like this we will restore the long-term
capital markets in this country and
help get people back to work in our re-
spective States. It will not in any way
affect those people on SSI benefits.
They are held harmless in the amend-
ment. So the neediest and the poorest
of the senior citizen recipients are pro-
tected, as I and everyone in this
Chamber think they should be.

What it would do is give the confi-
dence to the country that the Con-
gres really is doing the right thing. It
will not take any present benefits
away from any recipient. They would
still get an increase, but it would not
be quite as much of an increase as
they would haveotherwise received.

I do not want to have any Member
misunderstand that. I think the
amendment would reduce the pressure
for another tax increase on the social
security system and will reduce the ne-
cessity of continually increasing the
payroll taxes at the present time. I
think it is an amendment the Senate
would do well to adopt and accept. If
the conference somehow came back
and said, "OK, we will go to 1986,"
that would be some help instead of
1988. I would urge the committee to
take this amendment.

Mr. DOLE. Mr. President, let me say
in conclusion that I think I started of f
in our Commission deliberations about
where the Senator from Idaho is now.
I argued for 1985 rather than 1988.
But we could not reach any consensus.
Finally, along with about 15 or 20
other items, we had to make a judg-
ment; 1988 may not be early enough—
for those of us who believe it should
be earlier—but that is the earliest date
we could have. I do not quarrel with
anything the Senator said, but I would
hope that the amendment would nat
be adopted.

Mr. SYMMS. Mr. President, I ask
unanimous consent that the Senator
from Oklahoma (Mr. Nzcius) be
added as a cosponsor.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. MATHIAS. Vote.
The PRESIDING OFFICER. Is

there further debate on the amend-
ment? If not, the question is on agree-
ing to the amendment of the Senator
from Idaho (Mr. Syis). The yeas
and nays have been ordered, and the
clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. CRANSTON. I announce that
the Senator from Arkansas (Mr. BUMP-
s), the Senator from Colorado (Mr.
HART), and the Senator from South
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Carolina (Mr. HOLLINGS), are necessar-
ily absent.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber wishing to vote?

The result was announced—yeas 25,
nays 72, as follows:

(Rollcall Vote No. 31 Leg.)
YEAS—25

Andrews •Hatch Nunn
Armstrong Helms Quftyle
Boren Humphrey Rudman
Boschwitz Jepsen Simpson
Denton Laxalt Symms
East Mattingly Wallop
Garn McClure wilson
Goldwater Mitchell
Grassley Nickes

NAYS—72
Abdnor Ford Moynihan
Baker Glenn Murkowski
Baucus Gorton Packwood
Bentsen Hatfield Fell
Biden Hawkins Percy
Bingaman Heeht Press]er
Bradley Hethn Proxmire
Burdkk Heinz Pryor
Byrd Huddleston Randolph
Chafee Inouye Riegle
Chiles Jackson Roth
Cochran Johnston Sarbanes
Cohen Kassebauzn Sasser
Cranston asten Specter
DAmato Kennedy Stafford
Danforth Lautenberg Stennis
DeConcini Leahy Stevens
Dixon Levin Thurmorid
Dodd Long Tower
Dole Lugar Trible
Domenici Mathia.s Tsongas
Durenberger Matsunaga Warner
Eagleton Meleher Weicker
Exon Metzenbaum ZorIns1q

NOT VOTING—3
HarL HollingsBumpers

So the Symms amendment (tIP No.
82) was rejected.

Mr. BAKER addressed the Chair.
The PRESIDING OFFICER. The

majority leader.
Mr. BAKER. Mr. President, as I iii-

dicated earlier, I hoped that we could
get one more amendment out of the
way, one rollcall vote. We have done
that, and there will be no more roilcall
votes today. The Senate will come in
at 10 tomorrow. We anticipate early
votes tomorrow. Senators should an-
ticipate that by 10:30, perhaps, we will
have an opportunity to vote on an-
other amendment. I reiterate, I would
like to see us get as far as we can to-
morrow, perhaps even to third read-
ing, maybe final passage but, anyway,
to do the best we can.

Tomorrow wl1 be an active day.
There will be a number of votes, I pre-
dict, and I would urge Senators to be
here and to participate, -as I am sure
they will.

Now, Mr. Prc-sident, could I inquire
of the distinguished manager of the
bill if there is anything further that
can be done this evening because, oth-
erwise, I intend to make a provision
for a brief period for the transaction
of routine morning business and then
we have a number of special orders
that had been anticipated for this
morning that I am going to provide
time for now if there is no objection.
Could I inquire of the manager if he is
prepared to go off the bill?
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Mr. HEINZ. If the leader will yield, I

am advised that there are two amend-
ments. I am further advised that they
are not controversial and that no roll-
call votes would be required n them.

Mr. BAKER. Very well. Does the
manager want to go forward with
them at this time?

Mr. HEINZ. Yes, Mr. President.
Mr. STENNIS. Mr. President, win

the Senator yield? He used the term
special orders. Does that mean special
orders as apart of the bill?

Mr. BAKER. No, no, Mr. President.
May I say that some Senators had re-
quested time this morning to speak on
an unrelated subject, and I had asked
them to forebear until the end of the
day to do that instead of the begin-
ning.

Mr. STENNIS. I thank the Senator.
Mr. LONG. Will the Senator yield?
Mr. EAKER. Yes; I yield to the dis-

tinguished ranking minority member
of the Finance Committee.

Mr. LONG. Mr. President, I ask
unanimous consent that the following
Senators be added as cosponsors to my
amendment No. 512: Messrs. DoDD and
FORD.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The question recurs on the Bradley
amendment.

Mr. BAKER, Mr. President, is there
another amendment that the Senator
wishes to take up?

Mr. HEINZ. Mr. Leader, we have a
Kassebaum amendment and a Nicklés
amendment.

Mr. BAKER. Both of which will be
accepted, do I understand, or disposed
of by voice vote?

Mr. HEINZ. Let me say to the ma-
jority leader that know of at least
one and possibly two amendments
that we can take up now. I am certain
we can take up and pass the Kasse-
baum amendment without a record
vote. If, on the basis of further discus-
sion, it appears we cannot take up the
Nickles amendment and pass it with-
out a recorded vote, I would not pro-
ceed to do so.

Mr. BAKER. Very well. But the Sen-
ator is prepared now to proceed to the
Kassebaum amendment?

Mr. HEINZ. Yes, Mr. Leader.
Mr. BAKER. Mr. President, I ask

unanimous consent that the Bradley
amendment be laid aside temporarily
and that the Senate proceed to the
consideration of the Kasebaum
amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

U AMENDMENT NO. 83
Mrs. KASSEBAUM. I thank the

Senator from Pennsylvania. Mr. Presi-
dent, I send to the desk my amend-
ment to HR. 1900 and ask for its im-
mediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

- The assistant legislative clerk read
as follows:

The Senator from Kansas (Mrs. KASSE-
BAUM). for herself and Mr. HAT?IELD. pro-
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poses an unprinted amendment numbered
83.

Mrs. KASSEBAUM. Mr. President, I
ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With.
out object-ion, it is so ordered.
• The amendment is as follows:
On page 96, line 18, delete "2009" and.

insert in lieu thereof "1995".
On page 96, line 22, delete "1/48" and

insert in lieu thereof "5/72".
On page 96, line 24, delete "2008' and

insert in lieu thereof "1994".
On page 97, delete lines 1 through 3 and

insert the following:
(c)(1) Paragraph (2)(A) of section 202(w)

of such Act is amended by striking out "and
prior to the month in which such individual
attained age 72".

(c)(2) Paragraph (3) of section 202(w) is
amended by striking out the material that
follows the semicolon.

On page 97, line 4, delete '(2)" and insert
in lieu thereof "(3)".

Mrs. K.ASSEBAUM. Mr. President,
the amendment I am offering has
been agreed to by the chairman of the
Finance Committee, and I appreciate
being able to bring it u at this time
and getting it taken care of. It is de-
s!gned to enhance the work Incentives
incorporated Lnto S. 1 by coordinating
an increase in the delayed retirement
credit with the phaseout of the out-
side eariings limitation.

The chairman of the Finance Com-
mittee, the senior Senator from
Kansas (Mr. Dor!9, hs been a strong
advocate of addressing the outside
earnings 1mitation issue, and I salute
hm for these efforts.

S. 1 would gradually increase the de-
layed retirement credit to 8 percent
per year over the period between 1990
arid 2010. My amendment would accel-
erate this increase o that the 8 per-
cent annuI credit would take effect in
1995, the yez tn which the itmit on
outside earnings would be totally
lifted. Xn addition, this amendment
would permit an indMdual to receive
the delayed retirement credit for every
month after age 6 in which receipt of
benefits is deferred. At this time, the
delayed retirement credit is not made
avai1b1e for beñefit deferred after
age 72. The Office of the Social Secu-
rity Actuary has estimated that a1op
ton of this amendment would result
in negl!gible additional cost to the
package.

Currently, a worker who does not ie-
ceive social security benefits until
after age 65 is eligible for a delayed re
tirement credit. The benefit amount is
increased for each month after age 65
and prior to age ?2 during which bene-
fits are not received. This increase
occurs at a rate of 3 percent each year.
Although current law rewards delayed
retirement, the 3-percent credit is in-
adequate from an actuarial stand
point. The actuarially fair level is 8
percent, which would be attained by
the year 2010 under the measure re-
ported by the Finance Committee.
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The current Social Security Act also

provides for a $1 reduction in benefits
for each $2 earned over certain
exempt amounts by beneficiaries
under the age 70. This year, the
annual exempt amount of earned
income is $6,600 for individuals age 65
and older. The outside earnings limita-
tion, which has long been criticized as
a disincentive for longer work lives,
would be phased out between 1990 and
1994 under S. 1. For individuals age 65
and older, the exempt amount would
be increased by $3,000 per year begin-
ning in 1990. In 1995, the earnings lim-
itation would be completely eliminat-
ed.

The purpose of my amendment is to
have these two reforms work in
tandem. Consider the situation of an
individual reaching age 65 in 1995. He
or she will have the option of begin-
ning to receive full social security
benefits regardless of the amount of
earned income expected in that year.
By delaying receipt of benefits for 1
year, the potential recipient would be
eligible for a delayed retirement credit
of 4½ percent. Under my amendment,
the choice would be between immedi-
ate receipt of benefits or delayed re-
tirement with an 8 percent credit.

In my view, the prospect of receiving
the actuarially fair 8 percent credit
offers a much more compelling case
for delaying receipt of benefits. This is
particularly true when the benefit tax-
ation features of 5. 1 are taken into
consideration. The decision to delay
retirement would be a form of savings
for the older worker, with the 8 per-
cent credit representing interest on
the deferred social security income. In
many cases, while earning interest on
their deferred social security check,
they will be able at the same time to
defer receipt of their taxable social se-
curity income until they are fully re-
tired and in a lower tax bracket.

Provision of my amendment which
remove the upper age limit on provi-
sion of the delayed retirement credit
simply allow the repeal of the outside
earnings limit and the increased de-
layed retirement credit to continue
working together for aU age groups.
Although relative few individuals
would probably defer receipt of bene-
fits after age 70 or 72, those who do
consider such an option should be able
to take advantage of the same incen-
tives provided to others who continue
work after age 65.

The features of 5. 1 described above,
coupled with provisions of the bill
which graduaUy increase the normal
retirement age beginning at the turn
of the century, demonstrate consider-
able congressional support for extend-
ing work lives. I commend Senator
Dox and other members of the
Senate Finance Committee for their
Initiative in this area, which I feel is
an extremely positive emphasis. Older
workers do make significant contribu-
tions to our society. As life expectan-
cies increase and the number of youn-
ger workers decline, we will be placing
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increasing reliance on the skills and
exprience of our older population. In
addition to the sense of well-being
which accompanies continued produc-
tivity on the part of older workers,
prolonged work lives also boost the
economy as a whole through the avail-
ability of additional tax revenues.

Obviously, it is difficult to pinpoint
the total effect of these incentives on
work behavior. However, a study con-
ducted by the Urban Institute in 1978,
entitled "The Aging of America: A
Portrait of the Elderly In 1990," sug-
gests that the results will be posftive.
This study assumed several changes in
the social security benefit structure,
including an increase from 3 to 5 per
cent in the delayed retirement credit
and a liberalization of the outside
earning limit. The study concluded
that costs and tax rates of the social
security program would be lower than
would otherwise be the case. More-
over, projected Income levels of the el-
derly would increase by 12 to 38 per-
cent due to increased work effort. The
report notes:

The major conclusion of this study Is that
it may be possible to reduce the tax burden
on the working population and Increase the
Income going to the elderly, through
changes In the retirement Incentive struc-
ture to delay retirement.

Believing that we should actively en-
courage individuals to work longer, I
am attempting today to bring better
coordination to the efforts already un-
derway in this area. This amendment
is supported by the American Associ-
ation of Retired Persons—a group long
committed to eliminating work dlsin•
centives to older persons—and I urge
its adoption by the Senate.

I thank the Senator from Pennsylva-
nia for yielding to me.

Mr. HEINZ. Mr. President, I have
examined the Kassebaum amendment,
and I compliment the Senator from
Kansas on offering it. It is indeed an
Improvement on what is in the Senate
blU. It wlU accelerate the delayed re-
tirement credit by a considerable
amount.

It is a]so my understanding, after
checking with the actuaries, that it is
revenue neutral. Anything we can do
to give people a worthwhile incentive
to continue their active working career
is an incentive.

On this side, we are happy to accept
the amendment. Perhaps the minority
manager would concur in so doing. I
know of no objection to this amend-
ment.

Mr. MOYNIHAN. Mr. President, I
wish to reinforce the statements of
the Senator from Pennsylvania.

This is an improvement to the pro-
posal. It is attractive, and it ap-
proaches that happy condition called
pareto optimality, where everyone
gains and rio one loses. Only the Sena-
tor from Kansas can think of things
like that. It continues to amaze and
delight us and adds to the proceedings
In this body.
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Mrs. KASSEBALM X say to Lh2

Senator Mmi 1S: or that pre
cit his very küi rerks. I hti a lot
of help in thtnkh!g of hi atmd
ment.

The PRESIDING OFFICER. I
there further debate?

Mr. LONG. Mr. President, the
amendment is acceptable to this side.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendnient (UP No. 83) was
agreed to.

Mr. HEINZ. Mr. President, move to
reconsider the vote by which the
amendment, was agreed to.

Mr. MOYNIHAN. I move to lay that
motion on the tab1e

The motion to lay on the table was
agreed to.

Mr. HEINZ, Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER (Mr.
DENT0W). The clerk will rail the roU.

The acting assistant legislative clerk
proceeded to call the roll.

Mr. SYMMS. Mr. President, I ask
unanmous consent that the order for
the quorum caU be rescinded.

The PRESIDING OFFICER. With-
out objection, It is so ordered.

Mr. SYMMS. Mr. President, I ask
unanimous consent that the Bradley
amendment be temporarily laid aside.

Mr. HEINZ. For what purpose shaU
it be temporarily laid aside?

Mr. SYMMS. For the purpose of
laying down an amendment that we
can work on in the morning.

The PRESIDING OFFICER (Mrs.
HAWKINs). Without objection, it is so
ordered.

UP AMENDMENT NO. 84

(Subsequently numbered amendment No.
525.)
(Purpose: To provide that no social security

cost-of-livIng adjustments be made In 1983
and 1984)
Mr; SYMMS. Madam President, I

send an amendment to the desk and
ak that it be stated.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as follows:
The Senator from Idaho (Mr. SYMrs) pro-

poses an unprinted amendment numbered
84.

AMENDMENT No. 502

At the approprIate place In the bill, insert
the following new section:

YEM FREEZE ON COST-OF-LIVING
ADJUSTMENTs

SEc. . Section 215(1) of the Social Secu-
rity Act is amended by adding t the end
thereof the following new paragraph:

"(7XA) Notwithstanding any other provi-
sion of this subsection, no increase shall be
made under paragraph (2) In any benefit
amount primary insurance amount, Or
amount of month'y benefits based on any
pdrnary insurance amount for any cost-of-
living computation quarter occurring during
calendar year 1983.

"(B) For purposes of determining the
extent to which the Consumer Pr1ceIndex
for the base quarter occurring In 1984 ex-
ceeds such index for the most recent prior
cost-of-living computation quarter, the base
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quarter occurring in 1983 shall be treated as
the most recent prior cost-of-living compu-
tation quarter.".

Mr. SYMMS. Madam President, the
amendment I propose tonight and will
discuss tOmorrow for those Senators
who are in their office would move the
COLA for the next social security
COLA for 1 year, a 1-year COLA
freeze, to put the social security recipi-
ents on the same basis that we are
putting retired military, veterans, and
civil service pensioners, and I think It
is only fair and equitable. So it would
change the COLA 1 year. Instead of
December 1983 It would be moved over
to the same time commensurate with
what Is proposed by the administra-
tion with respect to those other
people.

Mr. BAKER. Madam President, I
understand that this is the amend-
ment that we will take up tomorrow
and that Members do not wish to
debate It further tonight.

I gather from the acknowledgement
of the manager and the distinguished
minority manager that that is the
case.

Mr. HEINZ. Madam President, If the
majority leader will yield, that Is cor-
rect.

Mr. BAKER. I thank the Senator.
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SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The PRESIDING OFFICER. The
Senate will resume consideration of
the pending business, which the clerk
will report.

The assistant legislative clerk read
as follows:

A bill (H.R. 1900) to assure the solvency of
the social security trust funds, to reform the
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medicare reimbursement of hospitals, to
extend the Federal supplemental compensa-
tion program, and for other purposes.

The Senate resumed consideration
of the bill.

Mr. DOLE. Mr. President, as I un-
derstand it, the distinguished Senator
from Idaho is prepared to offer an
amendment. I am pleased to yield the
floor for that purpose.

Mr. SYMMS. I thank the distin-
guished chairman of the Finance Com-
mittee.

AMENDMENT NO. 525

(Purpose: To provide that no social security
cost-of-living adjustments be made in 1983
and 1984)
Mr. SYMMS. Mr. President, a parlia-

mentary inquiry, I believe the amend-
ment is pending; Is that not correct?

The PRESIDING OFFICER. The
Senator is correct.

Mr. SYMIvIS. Have the yeas and
nays been ordered?

The PRESIDING OFFICER. No;
they have not,

Mr. SYMMS. Mr. President, I ask
for the yeas and nays on my amend-
ment.

The PRESIDING OFFICER. Is
there a sufficient second? There ap-
pears to be a sufficient second.

The yeas and nays were ordered,
Mr. SYMMS. Mr. President, I bring

up this amendment that Is pending at
the desk which would in effect freeze
the social security COLA that is sched-
uled in the bill for the upcoming year.
It would not tamper with the COLA's
for those people who are in the need-
iest of positions—the SSI benefici-
aries. The need-jest in our society
would be held harmless by this amend-
ment.

I am not going to belabor the point
this morning, Mr. President, because
yesterday during the discussion of my
amendment to move the effective date
of COLA stabilizer I spoke at great
length on the issue of the cost-of-
living adjustment.

Nevertheless, I want to make a few
points about this amendment, I think
that the principal underlying reason
for Members to support this amend-
ment is one of fairness and equity.

One of the great founders of this
country, Thomas Jefferson, spent his
political career making sure that ev-
eryone understood that when we did
pass laws that we tried to treat every-
body in our society fairly and equita-
bly.

Like Thomas Jefferson, I believe our
primary responsibility is to insure that
whatever legislation we pass is fair. If
we are going to request one group of
individuals to take a larger reduction
or have to wait longer to receive a
cost-of-dying increase in their salaries
or retirement income, then we should
ask everyone to do so.

As I mentioned, in the fiscal year
1084 budget the President has request-
ed tiat the COLA increases for civil-
ian and military wages and retirement
benefits be frozen this year. Last year
the ClViISfl and military workers and
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retirees received a lower cost-of-living
adjustment than those receiving social
security benefits. And the year before
that we told the civil service and mili-
tary retirees that they had to wait 6
more months for their COLA adjust-
ments. Now we are in the process of
requesting that everyone else except
social security recipients take a 1-year
delay In the COLA adjustment.

Mr. President, this is simply unfair.
This amendment would simply make
an attempt to equalize the reductions
in the increases—it is not going to
reduce anybody's check, it Is just going
to change when the increases come—
and we have asked of these good
people to take what other people in
our society are taking. Besides making
this legislation more equitable, the
amendment would help stabilize the
OASDI trust fund.

I have found that Americans are
willing to make sacrifices ii they know
that everyone else is making the same
sacrifice. We cannot continue this
process of favoring senior citizens re-
ceiving social security benefits over
and above every other group that is
either getting a Government paycheck
or some kind of a Government pension
check.

I urge my colleagues to support the
amendment. It Is an amendment
which strikes right at the Issue of
equity

I would like to share with my col-
leagues a comment that was made to
me by the distinquished Senator from
Wyoming, Senator SIMPsoN, chairman
of the Veterans Affair Committee, He
told me last year that every veterans
group, including the Disabled Ameri-
can Veterans, said they were willing to
take reductions in the future COLA
increases if It was fair and equitable
across the board, and applied to every-
one.

The Commission, the Congress, and
the administration have decided to ask
for those reductions. We have not
given the same increases to civil serv-
ice retirees or to military retirees that
we have given to the social security re-
tirees.

This amendment would save the
OASDI trust fund about $50 billion to
$60 billion. I think if all Senators
would vote for this amendment, then
they could support the Armstrong
amendment which will be offered
later. Then we might actually have a
social security package that we could
pass without massively Increasing the
payroll taxes that will be required of
us if we take this package as recom-
mended by the Commission.

I yield back to the chairman of the
committee, I am prepared to go for the
yeas and nays.

Mr. DOLE. Have the yeas and nays
been ordered?

The PRESIDING OFFICER. Yes.
Mr. DOLE. Mr. President, I will take

just a minute. Mt. President, I do not
quarrel with the intent or purpose of
the amendment. Again, we have craft-
ed this compromise which may, not be
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perfect, and obviously Is not perfect,
but I believe this amendment would go
beyond the bounds of the agreement.
Therefore, I hope the amendment wiil
not be accepted.

There is no doubt about it that the
Senator from Idaho has adopted a
very constructive approach and it
would have the result he has indicat-
ed. But as I look at it in the totality of
everything we have considered in the
Commission and the committee, it is
not an amendment that I could sup-
port.

The PRESIDING OFFICER. The
Senator from New York.

Mr. MOYNIHAN. Mr. President, the
present legislation, the bill before us,
is not difficult to assemble in all its
parts. The distinguished chairman has
said that it is the weakness of the Indi-
vidual parts that comprises the
strength of the whole. I feel strongly
that this amendment, while perfectly
well-intentioned and certainly moder-
ate in many regards, goes beyond our
ability to faithfully represent the con-
sensus that this proposal embodies.
Therefore, I would urge my fellow
Senators not to accept it. That is said
without rancor or any sense that this
is beyond the bounds of reason. It Is
not. But I still would not accept the
amendment.

Mr. SYMMS. I thank the distin-
guished Senators from Kansas and
New York for their comments. I am
sorry they are not able to support the
amendment.

I would like to say one other thing
and then we can go to the vote.

The Senator from New York alluded
to the fact that It is a well-Intended
amendment, a moderate amendment
In Its approach if one examines the
substance of the amendment. Howev-
er, due to the strength of the support
for the Commission's proposal, there
Is opposition to the amendment.

I would make one last appeal to my
colleagues,

I know that some of the members on
the Commission feel bound to stay
with what the Commission has pro-
posed. Being a politician, I understand
that and appreciate It. I certainly re-
spect the Senator from New York and
the Senator from Kansas for their po-
sition. But I would just say that we are
trying very hard, whether we be Re-
publicans or Democrats, to see this
economy of ours start making a come-
back. One of the reasons that we have
had such a difficult time in having an
economic recovery that will be sus-
tained and lasting are the high inter-
est rates. If any Senators have been
noticing, the short-term rates have
been creeping up slightly and long-
term capital is almost nonexistent.

If the Congress, in Its wisdom, could
make a decision to adjust the rate of
increases of the benefit programs
across the board in the Federal Gov-
ernment, actually pass it and put it
Into law, I think we would find a re-
sponse with respect to the long-term
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interest rates that would serve all of
our constituencies very well. Capital-
ism cannot survive without long-term
capital markets. Long-term capital
markets are not going to be revitalized
until the Congress controls our public
pension programs. Long-term capital
rates are necessary so that the young
married couples can afford to buy
homes, and so that the industrial com-
panies can expand plants and equip-
ment and modernize. A robust recov-
ery will not occur until long-term capi-
tal markets are restored and capital is
available to borrow over the long term
and at a reasonable rate of interest.

This amendment and the amend-
ments I offered yesterday will, in the
long run, be beneficial to all Ameri-
cans including the senior citizen com-
munity. Economic revival will make
life easier for all Americans, for all
families, and for all the people who
are receiving social security benefits,
who also have children and grandchil-
dren.

We all have a vested interest in
trying to see this thing put together
the best way possible. This Senator re-
duced the goals he had in his amend-
ment by 1 year, hoping that more Sen-
ators would recognize the moderation
that is in this amendment. and recog-
nize that by this amendment being
added to this bill, we wifl send a signal
to the Investors and borrowers in this
country to start doing business over
the long-term. Ifwe can get long term
capital markets restored, we will see a
revitalization of the steel industry, the
automobile Industry, the homebuild-
in industry, and many other indus-
tries, which I think is what we want to
have happen In this country.

I urge my colleagues to support this
amendment. Even if we have to give
up part of it in the conference it will
be a step In the right direction, no
matter how small.

The PRESIDING dFICER. Is
there further debate? If not, the ques-
tion is on agreeing to the amendment
of the Senator from Idaho. The yeas
and nays have been ordered and the
clerk will call the roll.

The legislative clerk called the roll.
Mr. STEVENS. I announce that the

Senator from Indiana (Mr. QuArLE) is
necessarily absent.

I also announce that the Senator
from Maryland (Mr. MArm.1s) is
absent due to an illness in the family.

Mr. BYRD. I announce that the
Senator from Arkansas (Mr. BUMP-
ERs), the Senator from California (Mr.
CNsToN), the Senator from Colorado
(Mr. HART) and the Senator from
South Carolina (Mr. H0LLING5) are
necessarily absent.

I further announce that the Senator
from Delaware (Mr. BIDEN) Is absent
because of illness in the family.

The PRESIDING OICER (Mr.
PRES5LER). Are there any other Sena-
tors in the Chamber wishing to vote?

The result was announced—yeas 13,
nays 80, as follows:

NOT VOTING—'?
Hart Quayle
Hollings
Mathias

So Mr. SYMMs' amendment (UP No.
525) was rejected.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was rejected.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the taNe was
agreed to.

The PRESIDING OFFICER. The
Senator from Washington.

Mr. GORTON. Mr. President, I ask
unanimous consent that the Bradley
amendment to set aside in order that I
may call up an amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

UP AMENDMENT NO. 85

Mr. GORTON. Mr. President, I send
an amendment to the desk and ask for
its consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:
The Senator from Washington (Mr.

Gorton), for himself and Mr. Jackson, Mr.
Symms, Mr. McClure, Mr. Baucus, Mr.
Mecher, Mr. Stevens and Mr. Murkowski,
proposes an unprinted amendment num-
bered 85.

Mr. GORTON. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
At the appropriate place insert:
SEC. . Professors of Clinical Medicine—

Section 3121 (5) (re'ating to concurrent em
ployment by two or more employers) is
amended to read as follows:

(5) Concurrent Employment by Two or
More Employers

(1) IN GENERAL—For purposes of sections
3102. 3111. and 3121(a)W, if two or more re-
lated corporations concurrently employ the
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same individual and compensate such
vidual through a common paymaster which
is one of such corportioia, cch such cor-
porat]on shall be conMdeed to hare paic as
remuneration to suth individui on:: thr
amounis actually 1isbursed by it to such in-
dividual and shall not be considered to have
paid as remuneration to such individual
amount.c actually disbursed to such ifldMd
ual by another of such corporations.

(2) UNIVERSITIES AND EXEMPT OGANzzr.
TIoNs.—For purposes of this subsection,

(A) the following entities shall be deemed
to be related corporations:

(i) a state university which employs
health care professionals as faculty mem-
bers at a medical school which is the offi-
cially doignated medical school for more
than one state.

(ii) a faculty practice plan qualified as an
exempt organization under section 501(c)(3)
which employs faculty members of such
medical school; and

(B) remuneration which
(i) is disbursed by such faculty practice

plan to an Individual employee by both such
entities nd

(ii) when added to remuneration actually
disbursed (prior to the application of this
paragraph) by such university, exceeds this
contribution and benefit baae (as deter-
mined under section 230 of the Social Secu-
rity Act).
shall be deemed to have been actually dis-
bursed by such university as a common pay-
master and not to have been actually dis-
bursed by such faculty practice plan.

Mr. DOLE. Mr. President, may we
have order?

The PRESIDING OFFICER. The
Senate will be in order.

Mr. GORTON. Mr. President, this
amendment is necessary to avoid
having the reglonalized medical school
for the States of Washington, Alaska,
Idaho, and Montana pay approximate-
ly $500,000 annually in unreimburs-
able FICA taxes. The reason for this
amendment stems from the unavaila-
bility of the so-called common paymas-
ter doctrine to the unique circum-
stances at the regionalized school—the
University of Washington School of
Medicine. Professors of clinical medi-
cine receive two paychecks—one from
the university, and one from the medi-
cal school practice plan—a 501(c)(3)
organization. Both organizations
would have to pay FICA taxes under
the provisions of 5. 1. Because this
school uniquely functions as the State
medical school for four States, with di-
verse Federal research funding and ap-
propriations from four separate
States, the doctrine of related corpora-
tions using a common paymaster is not
available to avoid the double taxation
of the unreimbursable employer FICA
contribution.

In addition, Mr. President, a similar
situation exists at the University of
Colorado to that which affects us, and
this would also care for concerns of
the Senators from Colorado.

Mr. SYMMS. Mr. President, will the
Senator yield?

Mr. GORTON. I yield.
Mr. SYMMS. I thank the distin-

guished Senator from Washington for
offering this amendment.
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YEAS—13
Helms
Humphrey
Laxalt
Mattingly
McClure

NAYS—$0
Glenn
Gortoz
Grassley
Hatfield
Hawkins
Hecht
Heflin
Heinz
Huddleston
Inouye
Jackson
Jepsen
Johnston
Kassebaum
Kasten
Kennedy
Lautenberg
Leahy
Levin
Long
Lugar
Matsunaga
Meicher
Metzenbaum
Mitchell
Moynihan
Murkowski

Armstrong
Baker
East
Goldwater
Hatch

Abdnor
Andres
Baucus
Bentsen
Bingaman
Boren
Boschwtz
Bradley
Burdick
Byrd
Chafee
Chiles
Cochran
Cohen
DAmato
Danforh
DeConcini
Denton
Dixon
Dodd
Dole
Domenici
Durenberger
Eagleton
Exon
Ford
Garn

Biden
Bumpers
Cranston

Nickles
Symms
WaIlo

Nunn
Packwod
Pell
Percy
Pressler
PMxmire
Pi-yor
Randolpb
Riegle
Roth
Rudman
Sarbanes
Sasser
Simpson
Specter
Stafford
Stennis
Stevens
Thurmond
Tower
Trible
Tsongas
Warner
Weicker
Wllzon
Zorlnsky
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Mr. President, I support the amend.
ment being offered by my colleague
from the State of Washington.

The States of Alaska, Idaho, Mon-
tana, and Washington have organized
the first and only regional medical
school In the country. This regional
medical school uniquely functions as a
State medical school for four States,
with diverse Federal research funding
and appropriations from the four par-
ticipating States.

The technical amendment being of-
fered by Senator GORTON is necessary
in order to avoid having that regional-
ized medical school pay approximately
oneha1f million dollars more in unre-
Imbursable FICA taxes.

The reason this amendment is neces-
sary is because the doctrine or related
corporations using a common payma
tei is not available to them because
the professors of clinical mdicne
celve two aychecls-=-on from the
university and one from the md1ca1
school practice p1an-a texempt
(501(c)(3)) organization. nce tax
exempt organizations are going to
have to participate hi the ocia1 secu-
rity program, both the un1vesity and
the medical school practice plan would
have to pay FICA taxes as If they were
two separate employers.

I urge my colleagues to approve this
amendment.

Mr JACKSON, Mr. President,
want to sociate myself with the ie
marks of my colleague from Wash1ng
toit This i a double taxation mtte,
nd it certainly zhould b corrected.
trongIy support th amedmet.

Mr DOLE. Mr. President, the Sen
tor from Knsa has looked t the
aniendeit, and it also has been ana
lyzed by the distinguished Senator
from Luisiana (Mr. LoNG). We are
jrepared to accept the amendment,
and I think I can speak for both sides.
The PRESIDING OFFICER. The

Q1eston Is on agreeing to the aend
ment.

The amendment (UP No. 85) was
agreed to,

Mr. JACKSON. Mr. President, X

move to reconsider the vote by which
the amendment was agreed t,

Mr. GORTON. I move to lay that
motion on the table.

The notion to lay on the tb1e was
agreed to.

Mr. DOLE. Mr. President0 ask
unanimous consent the aniendnient of
the distinguished Senator from New
Jersey (Mr. BRLY) be temporarily
laid aside.

The PRESIDING OFFICER. With
ut objection, it is so ordered.

V? AMENDMENT NO, 68

(Purpose: To provide that hospitals located
an SMSA in 19'9 must be c1ssified as

urban under the prospective reimburse-
ment system)
Mr. CHAFEE. Mr. President0 I send

to the desk an unprinted amendment.
The PRESIDING OFFICER. The

amendment will be stated.
The bill clerk read as follows:
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The Senator from Rhode Island (Mr.

CHAFEE) proposes an unprinted amendment
numbered 86.

Mr. CHAFEE. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

The amendment is as follows:
At the end of section 301 add the follow.

ing:
"(g) In determining whether hospital is

in an urban or rural area for purposes of
section 1888(d) of the Social Security Act,
the Secretary shail classify any hosita1, lo•
cated in New England as being located in an
urban area if such hospthi was e1asified as
be!ng 1oated In an urban area under the
Standard Metropolitan Statistical Area
system of c1asiflcatioi in effect in 1979."

Mr. CHAFEE. Mr. President, the
amendment I an offering today is a
very np1e ne which would resolve a
rcb1em that has ebted for the past
ffew years with the cIsificat1on of the
Newport Hopta1 n Rhode Island and
othe' New England hosftaIs.

The Health Care Financing Adminis-
tration recenily reclassified the New-
port Hospft1 as rural This same situ-
ation occurred in 1979 and after
months of discussioi between the hos
pita!, myself, Senator PEI and the
Administrator of HCFA, the prob1ei
wa reso1vd, we thought permanent
ly, when HCFA conceded and c1s'
fled th hospital a urbafl a ft hd
been prevous1y. HCFA ublishec Xan-
uage to th effect the June 1,
19O. Fdka1 Register', Ear1y this yearHCFA ain ttmtd t rec1asify
the Newport Hopfta1 a rural, after
discssin the problem with HCFA X
was aired that for the remande? of
thL fc1 year Newport Hospfta will
be c1fied urban.

In order to insure that hi isue wifi
not be isd again c1I to ca'lly the
unique tiatii of tbe Newport
pfta, which now beerA ckowI
edged tw1c by HCFA roposñg
that for the purposes o proctiv
reImbursememt th rticu1ar hosi
tai be treated az though in xi urbalk
area.

ft 1 y rndertanding tlut there
tio objecUon t this amendment cii the
staff 1ev1 nd that the Senator from
Kansas would be willlng to accept t &
part 0g the bill. I sincerely ho he
will do o.

Mr. President, I ask unanmou ©Ofl
sent that th name f my coileagu
from Rhode Island, Senator PLL, b
added as a cosponso? o the amend
ment,

The PRESIDING OTICER. With
out objection, it is so ordered.

Mr. PELL. Mi, President, today, X
Join with Senator CHAP in lntrodu
ing this amendment which c1ar1fie
the Health Care Fnarieing AdmInis
tation's urban/rural classification
scheme as it applies to Rhode Island
and Newport Hopita1.
Xn my view, the designation of New

port Hosita1 as a rural hospital was a
mistake considering the geographical
reality of Rhode Island where New
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port is, in fact, a metropolitan center.
I was happy to have played a part in
reversing this repeated error. I think,
however, it is time we make certain
that the error is not repeated again.

Newport Hospital's costs are at least
comparable to those of other Rhode
Island hospitarls—all of which are clas-
sified as urban. I believe that a rural
classification is an injustice which un-
fairly and incorrectly penalizes New-
port Hospital and its patients. I join
with Senator Cip in urging the
Senate to accept our amendment.

Mr. DOLE. Mr. President, the distin-
guished Senator from Rhode Island,
Mr. CHAFEE, has brought to my atten
tion a problem faced by a hospital lo-
cated in his State, a problem I believe
may also be faced by other hospitals
located n the Northeast.

The problem that has arisen, Is one
where a hospftal has been designated
s being located in an urban area then
told it was in a rural area—and then
back again to urban. Because of the
design of our new medicare reimburse
ment sytt, which etab1ishes sepa-
rate rates for urban and rural hospi-
ta1, these hopfta1s may be put at an
wilafr disadvantage. I believe the
mndment offered by Senator
CPEE offers a resonab1e solution to
thL problem, nd I urge it adoptk,n.

Mr. LONG, Mr. President, I have no
objection t the amendment, -

Th PRESIDING OFFICER. I
he furthe? debate? U not, the cue-t i on ireeng to the ednent,

The imedment (UP N©, 86) wa
g?eed to.

r. DOLE, Mr. Preidnt, I move to
eesid the vote by which theeet wa agreed to

r. CEPEE, I move to lay that
otioi o th tthle.

The rotoint to ay o the t&ble wa
ged to.

YWII. Mr. PrekIent, X ask
wiifriou coei that the mend
mxt of the Serator froRn New Jersey
be tempoiriIv et aside.

The PRESXDING OFFCER, With
mit objectoti, t o ordered.

Mr. YMM, Mr. Predent, ft was
my 1ntenUo t this time that was
goIng, to offer an amendment which
wou'd estthllh a social security
option accout

While the bill we ae considering
today does provide a long-term solu-
tion to the solvency problenis con
fronting the social security system,
the propos& w,s planning to offer,
would have Lørovided a more secure
and flexibic retirement piogram for
many working Americans, while at the
same tim provide tax relief, stimulate
ndividiai savings, promote capital for
mation and strengthen the long4erm
future of the social security system.

I wish to outline this briefly and
have iiay remarks in the RECORD. The
chairman of the Finance Committee
has agreed to accept a study on the
question so this might be considered
by the Congress at a later date.
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Under the social security option ac-

count, individuals paying social secu-
rity taxes could choose an alternative
means of providing for their retire-
ment. They would continue to pay
social security taxes but would forfeit
future social security benefits in
return for a current income tax deduc-
tion.

The concept would work as follows:
First, individuals who pay social se-

curity taxes could establish a special
retirement account and then deduct
annual contributions from their tax-
able Income. The account would be
similar to the current IRA's and
Keoghs.

Second, tax deductions would be lim-
ited to 20 percent of the amount of
income subject to social security taxes.
Thus, the m&ximuin individual deduc-
tion would be about $7,000-plus today.

Third, in return, individuals with
SSOA's would forfeit one-hall percent
of their social security retirement
benefits for each $1,000 contributed to
the account. For a person who contrib-
uted the maximum amount to an
SSOA in any year, the maximum
annual rate of forfeiture would be 3½
percent plus. At this forfeiture rate,
an SSOA would become attractive to
working Americans in a broad range of
age and income categories.

Fourth, upon retirement, individuals
with SSOA's could receive benefits
from their accounts, along with re-
duced social security benefits; If an in-
dividual had invested enough in an
SSOA, he or she would forfeit all
social security benefits.

Private industry analysis of this pro-
posal shows that by the year 2005, the
SSOA could reduce social security out-
flows by $10 billion to $25 billion an-
nually in 1981 dollars, providing
needed relief prior to the time when
the system will face its most severe fi-
nancial crisis.

In addition to relieving financial
pressure on social security, the SSOA
would stimulate long-term capital for-
mation to finance economic growth.
Again, private industry analysis indi-
cates that withIn 10 years, the SSOA
program would generate a capital pool
of $40 billion to $100 billion, in 1981
dollars. A significant percentage would
be new capital, rather than dollars
shifted from one form of savings to
another. The SSOA would create a
new long-term Capital source that
would be stabilizing in today's econo-
my.

When the SSOA was compared with
other savings incentives including the
expansion of current IRA's, both con-
cepts would stimulate savings and cap-
ital formation but the SSOA has the
added advantage of benefiting the
social security system. After retire-
ment, each dollar lost to the Treasury
through SSOA tax deductions would
be more than offset by a $2.50 savings
in social security benefit payments.
Over the long term, establishment of
SSOA's would produce substantially
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greater public benefits than the
simple expansion of IRA's or Keogh's.

The SSOA has other advantages as
well. Retirement income would be de-
termined by a prearranged personal
savings plan, not political decisions as
is the case with the social security
system. The contributor would influ-
ence the investment decisions. SSOA's
thus offer a degree of personal con-
trol, predictability, and individual re-
sponsiblilty not possible with social se-
curity.

In addition, SSOA's would fill in
some the present gaps in our Nation's
retirement policy Presently few tax
incentives exist for individuals to gen-
erate funds for their own retirement.
Many employers provide pensions for
their workers, but not all workers re-
ceive pensions and changes in employ-
ment often curtail benefits. KEOGH
plans are available only to the self-em-
ployed individuals. IRA's have fairly
low caps on contributions.

The SSOA's would represent an im-
portant change in direction for Feder-
al programs. It would veer away from
ever-increasing Government entitle-
ments, with their uncontrollable de-
mands on the Federal budget. It would
help restore the long-term solvency of
the social security system and return
to its original purpose of providing re-
tirement floor. Individuals will gain
more responsibility for their own re-
tirement planning. Moreover, SSOA's
would link tax relief to spending re-
ductions and further solidify this
direct relationship as a cornerstone for
future fiscal policy.

The SSOA plan is not the total
answer to the problems confronting
the social security system and the
economy, but it makes a major contri-
bution toward a secure retirement for
all Americans.

For the most part, Americans have
treated the problem of security in re-
tirement as a distinct issue from the
overall health of the Nation's econo-
my. Policymakers have addressed the
Crises presented by the long-term well-
being of the social security program,
the gaps in the Nation's retirement
programs, the excessive tax burden,
and the lack of adequate capital in-
vestment as separate matters. But, as
the National Commission on Social Se-
curity has recently determined, our
Nation's retirement programs will be
healthy only If the American economy
as a whole is healthy. And, I would
venture to say that the capability of
this economy to recover lies in our
ability to solve the unfunded liability
problems facing our public pension
systems. Too often, for example, past
attempts to solve problems facing the
social security system have adversely
affected private retirement planning
or ecoflomic productivity. Therefore,
the challenge is find solutions that
achieve diverse public goals.

The foremost goal of the Nation's
retirement policy should be to provide
an economic climate in which all
Americans can plan for income secu-
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rity in their postemployment years.
Yet within this broad goal, the specific
features of individual choice, tong-
range planning, flexibility, and innova-
tion should be encouraged. Opportuni-
ties should be provided in both public
and private programs to encourage the
widest range of choice and greatest
amount of security. Finally, as San-
ford Ross recently pointed out, the
entire, system of retirement plans—
social security, private pensions, and
individual savings—must be rationa-
lized so they work together.

Social security is an essential foun-
dation for the Nation's retirement
system. Long-term planning for the
social security system must address
the long-range funding problems and
the actuarial deficit that presently af-
flict the system. A second goal should
be to prevent any increase in the social
security tax burden, which, for more
than half of all American families,
now exceeds their income taxes.
Third, efforts should be made to miti-
gate the effect of present demographic
trends on the fiscal integrity of the
trust fund, perhaps by encouraging
people to rely less on the system in
meeting their retirement needs.
Fourth, Government actions should
reinforce people's confidence that the
social security system is strong and
will provide a minimal floor of benefits
for their retirement. At the same time,
however, the public should understand
that social security is not a compre-
hensive retirement program and that
it must be supplemented by individual
retirement planning and saving.

Most importantly, security in retire-
ment requires policies that retard in-
flation, stimulate productivity, create
jobs, and foster growth. Because a sig-
nificant portion of the Nation's GNP
is dedicated to retirement programs,
these resources should be used, where
possible, to stimulate rather than
retard economic productivity. Private
retirement programs are, and should
be, a major source of savings and capi-
tal formation. Moreover, because high
taxes retard economic growth and
thus indirectly burden retirement pro-
grams, tax relief is an essential ele-
ment of comprehensive Federal retire-
ment policy. Furthermore, to the
extent possible, retirement policy
should contribute to full employment.
high wages, and new jobs, because
these factors will widen the economic
base upon which retirement programs
must rest

The social security option account
contributes to these public policy
goals. It allows individuals who pay
social security taxes to chose an alter-
native means of providing for their re-
tirement. They may establish a fund
to pay their future retirement benefits
by deducting from their Federal
income tax their annual contributions
to this fund. Deductions would be lim-
ited to 20 percent of their social secu-
rity wages—that is, the amount of
income subject to social security taxes.
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In return, individuals who establish
SSOA's forfeit a portion of their social
security retirement benefits. They
continue to pay social security taxes,
but, in effect, trade future social secu-
rity benefits for a present income tax
deduction. The amount deducted must
be paid into an SSOA, a tax-free, pri-
vately administered account similar to
an individual retirement account or
Keogh plan, from which an indwidual
may draw funds when he or she re-
tires. Thus, an SSOA does not dimin-
ish revenues from flowing into the
social security old-age and survivors
trust fund, but enables people to rely
on private pension sources Instead of
social security payments in their re-
tirement. By reducing future outlays
from the trust fund, it strengthens the
social security system. By 1lnking
pubilc and private roles in retirement
planning, it creates an opportunity for
individual retirement planning based
on specific contributions that is availa-
ble to the vast majority of working
men and women, encouraging them to
save and channeling their savtngs into
investment into the Nation's economic
base.

The problems facing our Nation's re-
tirement system are closely intercon-
nected. Low productivity, mflation,
and high taxes make it difficult for in-
dividuals to save for retirement and di-
minish the value of their savings. Be-
cause social security benefits levels
have risen substantially and are in-
dexed to the Consumer Price Index
many people have little incentive to
save for their retirement. A lack of
savings, in turn, Increases their reli-
ance on social security. To meet In-
creasing expectations from social secu-
rity, benefits and taxes are raised fur-
ther—as is being done in the legisla-
tion before us today—thereby discour
aging savings, deterring capital forma-
tion, and dampening productivity.
Thus, each problem aggravates the
the others.
We must take these interrelated con-

cerns into account when choosing so-
lutions to the problems facing the Na-
tion'3 retirement system. Proposals to
change the socai security system, re-
tirement programs, or the tax struc-
ture should address the broader goals
of creating a productive and predict-
able economic climate in which Indi-
viduals have the flexibility to plan
their retirement efficiently, the incen-
tive to save fr their future, and the
opportunity to Invest in the Nation's
future. Dealing with broader goals will
lead to integrated solutions that ad-
dress the myriad problems confronting
Americans in retirement. The legisla-
tion before us does not take an inte-
grated and comprehensive approach
toward solving the solvency problems
of the social security system and that
is exactly why I believe my amend-
ment will greatly enhance the package
we are considering

The SSOA plan will stimulate the
development of a large pool of new
capital. Retirement funds have been

an Increasingly important source of in-
vestment Income. The assets of private
pensions, for example, have grown
from $52 billion in 1960 to over $330
billion in 1979. The social security pro-
gram, in contrast, builds no capital
stock because of its pay-as-you-go ap-
proach. The SSOA would provide an
important vehicle to reverse that
trend.

This new capital would be available
for creating new jobs, improving labor
productivity, and increasing wages,
which, in turn, would produce addi-
tional social security revenues. In addi-
tion, reducing the demand for trust
fund expenditures and expanding
social security revenues 1so will
reduce the pressure to increase social
security taxes, which may dimirish
savings and capital formation.
I urge all of my colleagues to sup-

port this measure. It Is a proposal
which wifi not only help the social se-
curty trust fund, but future retirees
and the Nation's economy.

F0RFITUR RATE
In order to determine the actuarial

effects of the SSOA plan, it is neces-
sary to evaluate how the rate of for-
feiture of social security benefits
would affect the decision to establish
SSOA's.

The calculation of a forfeiture rate
recuires determIning nitiaUy the fac-
tors that influence an Individual's de-
cision to select an SSOA as an alterna-
tive to social security. Among these
factors are a worker's age, tax bracket,
anticipated growth in wage levels, In-
terest rates, et cetera. Once these fac-
tors are established, it s possible to
show how a given rate of forfeiture
Will affect the retirement planning de-
cisions of individuals of different ages,
income levels, and investment philos-
ophies. It is also possible to estimate
the number of people to whom an
SSOA would appeal and the resulting
effect on general revenues, savings,
and capital formation.

Based cn this analysis, the study
considered the effects of varying Tor-
feiture rates, ssumng that wage
levels and interest rates grow at ap-
proximately the same rate. A rate of
forfeiture of 0.5 percent per $1,000 was
selected because it makes an SSOA at-
tractive to the largest number of
peopie at varied Income and age levels
without an unreasonable loss to the
Treasury in general revenues.

At the 0.5 percent rate, workers aged
30 in the 20-percent marginal tax
bracket wou'd earn a better "return"
on an SSOA than from social security
benefits. Older workers would require
higher Incomes to have the incentive
to select an SSOA. Workers aged 40 in
the 40-percent marginal bracket or
aged 50 in the 50-percent bracket
would earn a better return on an
SSOA than from socia' security bene
fits.

In reality, each individua"s retire-
rnent planning would involve varying
assumptior about wage growth and
interest rates. Different assumptions
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would substantially alter these conclu-
sions. Thus, while workers age 40 in
the 50-percent tax bracket would find
SSOA's attractive, they would not do
well if the prevaiilng interest rate fell
below 7 percent, or the wage growth
rate increased beyond 10 percent.

Higher mterest rates would mean
greater accumulated earnings in the
SSOA account and thus higher SSOA
benefit levels. Higher wages, however,
would mean that the mdividuál would
qualify for relatively higher social se-
curity benefits which are indexed to
Increases in wage levels. If the workers
marginal tax rate after retirement re-
mained at 50 percent, they would also
find SSOA's less attractive. The effect
of these variables upon Individuals
would depend on their particular situ-
ations.

Moreover, the individuals assump-
tions about the economy would also
affect this determination. Concern
about a poor or risky investment cli-
mate could lead to little or no invest-
ment in SSOA's. On the other hand, if
people believed that the social security
program would not pay adequate
future benefits, the SSOA would be at-
tractive regardless of tax bracket or
wage leveL

Studies have indicated that a 0.5-
percent forfeiture rate would serve the
public goals of encouraging savings
and stabilizing the social security
system as well as the private objectives
of Income security in retirement and
flexibility in retirement planning. It
would appeal primarily to young and
middle-aged workers in middle to high
tax brackets.

I yield to the distinguished chair-
man.

Mr. DOLE. Mr. President, I have dis-
cussed this amendment with the dis.
tinguished Senator from Idaho, and X
think he has an excellent idea, but it
is a matter that we have not been able
to focus on because of the work of the
National Social Secu!rity Commission
and working on the bill itself in the Fi-
rance Committee.

I have suggested to the Senator
from Idaho that if he would be willing
to replace or substitute for that
amendment an amendment that would
direct the study by the appropriate
agency, that would be very helpful. I
am not certain whether he has had an
opporturuty to do that.

tIP AMENDMENT NO. $7

(Purpose: To direct the Secretary of the
Treasury, or his delegate, to conduct a
study on the feasibility of implementing
social security option accounts)
Mr. SYMMS. Mr. President, I send

to the desk an amendment for a study
by the appropriate agency and ask for
its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:
The Senator from Idaho (Mr. Sis) pro-

poses an unprinted amendment numbered
87.
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Mr. SYMMS. Mr. President, I ask

unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
At the end of Title I, Insert the following

new section:
(a) The Secretary of the Treasury, or his

delegate, should conduct a study of the fea-
sibility of Implementing "Social Security
Option Accounts." Such accounts would
have the following characteristics:

1. Individuals who pay social security
taxes could establish a special retirement
account and then deduct annual contribu-
tions from their taxable income. The ac-
count would be similar to the current IRA's
and KEOGH's.

2. Tax deductions would be limited to 20
percent of the amount of Income subject to
social security taxes. Thus, the maximum
Individual deduction would be about $7,000
plus today.

3. In return, individuals with SSOA's
would forfeit one-half percent of their social
security retirement benefits for each $1,000
contributed to the account. For a person
who contributed the maximum amount to
an SSOA in any year, the maxbnuin annual
rate of forfeiture would be 34 percent plus.
At this forfeiture rate, an SSOA become at.
tractive to working Americans in a broad
range of age and income categories.

4. Upon retirement, individuals with
SSOA's could receive benefits from their ac-
counts, along with reduced social security
benefits; If an individual had invested
enough in an SSOA, he or she would forfeit
all social security benefits.

(b) The Secretary of the Treasury should
submit to the Congress a report on the re-
sults of the study conducted under section
(a) by June 30, 1984.

Mr. SYMMS. Mr. President, the
amendment simply states that Treas-
ury do a study on the concept of the
amendment that I originally intended
to offer and report back to the Fi-
nance Committee by June 30, 1985. It
would be 18 months.

I yield back my time.
Mr. DOLE. Mr. President, I thank

the distinguished Senator from Idaho.
The proposal to allow employees to

establish a special retirement account
similar to an IRA (with tax deductible
contributions) in place of a portion of
their social security benefits Is an In-
teresting concept and Is worth study.

It would undoubtely have the poten-
tial for increasing the private pool of
capital and encourage individuals to
take more responsibility for their own
retirement.

Such a program could take some
pressure off the social security system
by encouraging those who can to save
for retirement rather than relying pri-
marily on social security.

However, this is a major change in
the role of social security and tax In-
centives to encourage retirement sav-
ings. It is appropriate to reciuire a
thorough study of the proposal before
Congress is asked to enact it into law.

For instance, we need more Informa-
tion on whether these accounts will be
attractive enough to gain wide accept-
ance as a partial substitute for social
security benefits, and we need to ana-
lyze the impact on general services.
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As Senator SYMM5 outlined, his

original proposal would allow employ-
ees to establish a special retirement
account similar to an IRA.

I think this has a lot of potential
and a lot of merit, and I do believe
that this approach now taken will give
us an opportunity to take a look at it
because it is a major change in the
role of social security and tax incen-
tive to encourage retirement savings.
It Is appropriate to require a thorough
study of the proposal before Congress
Is asked to enact it into law.

I can assure the Senator from Idaho
that we will do what we can to make
certain that it Is a study in the real
sense of the word and it can come back
to us within a year.

Mr. SYMMS. Within a year, a year
and a few months.

Mr. DOLE. So we might then, have
full hearings and take another look at
it.

Mr. SYMMS. I thank the distin-
guished chairman and I thank the dis-
tinguished Senator for his indulgence
of the amendments that this Senator
has offered.

I note that although they have not
passed, I still think there Is a great
deal of merit for study, and I think
that we will be back revisiting social
security within the next 2 or 3 years
and so most likely we will have the op-
portunity to offer a broader choice for
the American people and do some
things that would encourage more sav-
ings to help revitalize our needed capi-
tal market, and this would be one way
to do it.

It would not affect everyone, I must
admit, but it would be an option that
•some people might take and they
would still be paying the social secu-
rity taxes but they would have the op-
portunity as I perceive that they
would help keep the contract or would
not hurt the system as far as the fidu-
ciary ability of the social security to
pay its way out of the contract that it
has with the American people but it
would give those people who were able
to do so an opportunity to have their
own retirement In exchange for social
security benefits.

I call for a vote.
The PRESIDING OFFICER. Is

there further debate? If not, the ques-
tion is on agreeing to the amendment
of the Senator from Idaho.

(Putting the question.)
The amendment (UP No. 87) was

agreed to.
Mr. DOLE. Mr. President, I move to

reconsider the vote by which the
amendment was agreed to.

Mr. SYMMS. Mr. President, I move
to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. METZENBAUM. Mr. President,
I ask unanimous consent that the
pending anendment be laid aside so
that I may present an amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.
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UP AEt4DINT NC. 8

(Purpose: Reiating to interest on StaLe
oan.)

Mr. METZENBAUM. Mr. President,
I send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:
The Senator from Oho (Mr. METZENBAUM)

proposes an unprinted amendment num-
bered 88.

Mr. METZENBAUM. Mr. President,
I ask unanimous consent that the
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
On page 235, lines 12 through 14, strike

out "Interest shall accrue on such deferred
interest in the same manner as under para-
graph (3XC)." and Insert "No Interest shaU
accrue on such deferred interest.".

On page 236, lIne 7, strike out '30" and
Insert ".25".

On page 236, line 9, strike out "40" and
Insert "35".

On page 237, line 9, strike out '30 percent,
40 percent, 50 percent," and Insert '25 per-
cent, 35 percent, 50 percent".

On page 237, line 12, strike out the quota-
tion marks and the second period.

On page 237, between lines 12 and 13,
Insert the following:

"(9) Any interest otherwise due from a
State during a calendar year after 1982 may
be deferred (and no interest shall accrue on
such deferred interest) for a grace period of
not to exceed 9 months If, for such calendar
year in which the interest was due, the
State had an average unemployment rate of
13.5 percent or greater.".

On page 237, between lInes 14 and 15,
Insert the foUow1ng

(c) Section 1202(b)(3)(C)(1) of the Social
Security Act is amended by striking the
matter that follows clause (II) and Inserting
"No interest shall accrue on such deferred
interest.".

Mr. METZENBAUM. Mr. President,
this amendment has to do with the
solvency of the unemployment funds
in the States and the obligations of
the States to the Federal Government.

It is my understanding that the dis-
tinguished senior Senator from Illinois
has an interest in a part of this
amendment having to do with that
which might be called interest on in-
terest and by reason of that fact if the
manager of the bill feels it appropriate
that we lay this aside temporarily
without losing its position on the cal-
endar, I would have no objection to
doing so, provided that we can get
some understanding as to when the
Senator from Illinois would be joining
us.

Mr. DOLE. Mr. President, if the Sen-
ator will yield, I think in addition to
the two Senators from Illinois, we
have the distinguished senior Senator,
Senator Pcy, and Senator DIxoN——

Mr. METZENBAUM. That is cor-
rect.

Mr. DOLE (continuing). As well as
the two Senators from Michigan, and
the two Senators from the State of
Pennsylvania
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Mr. METZENBAUM. I stand cor-

rected.
Mr DOLE. The Senators from Ken-

tucky, Senator Foiw and Senator
HUDDLESTON have amendments, so I
think it might be well if we notify
them that the amendment is pending
and give them an opportunity to come
to the Chamber. We can take it ip
whenever they can be here. Senator
KENNEDY has a couple of amendments
as has Senator NICKLES. By that time
perhaps they can be here.

Mr. METZENBAUM. Does the Sena-
tor from Kansas expect to go right
through the noon hour?

Mr. DOLE. Yes.
I would not expect a roilcall vote on

this amendment.
Mr. METZENBAUM. No. But I

wonder if I might suggest to those
who have an interest in it that they
could be In the Chamber at 12:30.
Does that sound all right?

Mr. DOLE. Yes.
Mr. METZENBAUM. Under those

circumstances, Mr. President, I ask
unanunous consent that the pending
amendment be temporarily set aside,
that it retain its place on the calendar,
with the understanding that on or
about 12:30 p.m., depending on what is
pending at that time, that we return
to further consideration of this
amendment.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

Mr. KENNEDY addressed the Chair.
The PRESIDING OFFICER. The

Senator from Massachusetts.
UP AMENDMENT NO. 89

Mr. KENNEDY. Mr. President, I
send an amendment to the desk and
ask for it immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:
The Senator from Massachusetts (Mr.

KErwY) proposes an unprinted amend-
inent nuniberd 89.

Mr. KENNEDY. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

The amendment Is as follows:
At the appropriate place, Insert the 101-

towing:
"By January 1, 1985, the Secretary of

Health and Human Services shall report to
the Congress concerning the feasibility and
desirability of applying a prospective pay-
ment methodology to payment by all payers
for in patient hospital service. Such report
shall specifically include consideration of
the extent of cost-shiftrng to non-federal
payers, and the impact of such cost-shift-
ng on health insurance costs and premiums
borne by employers and employees.

The PRESIDING OFFICER. Is
there objection to setting aside the
amendment of the Senator from New
Jersey? Without objection, it is so or-
dered. -

Mr. KENNEDY. Mr. President, today
marks an historic occasion in the evo-
lution of medicare. After 28 years. we
are finally going to ruve away from
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the wasteful, inefficient method of
paying for health care—cost based
retrospective payment.

For over a decade, I have urged the
Congress to adopt prospective pay-
ment as the only way to control
health care costs. In the early 1970's,
we began by assisting the development
of HMO's. HMO's are the model of
prospective payinent—and they have
more than proven the va'ue of this ap-
proach to controlling health care
costs. In recent years, we have begun
to recognize the important contribu-
tion made by State-based prospective
payment systems.

Now at last, we are prepared to put
medicare on a prospective basis. I ap-
plaud the committee for an Important
step In the right direction. But at the
same time, I must raise certain impor-
tant reservations. I believe that we.
should immediately adopt an "all
payers" approach to prospective pay-
ment If prospective payment Is limit-
ed to medicare, much of the benefit
will be lost. The reason Is simple. If all
programs are subject to prospective
limits, hosptials must either reduce
their costs or suffer the consequences.
But If medicare alone Is subject to
these limits, the hospitals are free to
make up the difference from other
payers.

This cost shifting goes on under
medicare today. Some have estimated
that as much as $6 billion In costs
were shifted to employees and employ-
ers in 1982—and that number might
reach $12 billion by 1985. Whatever
the magnitude—cost shifting under-
cuts the benefits of prospective pay-
ments, adds billions to employers'
costs and billions more to worker
health insurance premiums.

I have introduced legislation (S. 814)
that provides for an all-payer ap-
proach to prospective payment. It
would put an immediate J1alt to
runaway health costs, for all Ameri-
cans—not simply for the Federa1 Gov-
ernment. It relies primarily on the
States to devise programs suited to
their own needs. It would protect the
elderly from rising out-of-pocket costs.

It is not my intention to offer this
bill as a substitute for the provisions
in the bill before us. I believe that my
proposal is a more effective way to
deal with health costs, and hope that
my colleagues will take the time o
study it—so that we can discuss these
issues in the months to come. But I do
believe that we must address the prob-
lem of cost shifting that will arise
under the medicare onjy proposal.

As the chairman knows, this bill con-
tains a provision reQuiring the Secre-
tary of Health and Human Services to
study the feasibility and desirability of
app'ying the prospective payment
methodology to all payers of in pa-
tient hospita' services. My amendment
is snii1ar to this provision, except that
it would require that this report be
made to Congress by January 1, 1985,
and would specifically require the Sec-
retary to determine the extent of cost
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shifting, and its impact on private hos-
pital insurance premiums as they are
paid by employers and workers. In this
way, we will be prepared with the in-
formation needed to make a responsi—
bie and speedy decision on expanding
the scope of the prospective method-
ology to private as well as public
payers.

Mr. President, I have long been a be-
liever in prospective budgeting. The
provisions In this legislation concern-
ing medicare, are helpful in trying to
address the very difficult challenge we
are going to continue to face in the
future—the increase in costs of health
care.
• My concern is that as we put pros-
pective budgeting with regard to medi-
care into the law, we are going to see
an increase n costs outside of the
medicare system.

All I want to do In this particular
amendment is to have a review of the
effect of the prospective budgeting
and a report concerning the nature
and extent of cost-shifting and have a
report come back to Congress by early
1985 when we will have a new adminis-
tration and we will be dealing with the
problems of health care costs. It will
make available to the Finance Com-
mittee information that will permit us
to address this concern.

It will provide important additiona1
information to the Senate and to Con-
gress In order to try to dea1 'with the
problems of increased health care
costs, and it will address what I believe
is going to be a cost-shifting effect of
prospective budgeting, if we just limit
It to the medicare-proposal.

I hope the committee will accept the
amendment.

Mr. HATCH. Mr. President, I am
pleased to support this proposa1 to
reform the way medicare reimburses
hospitals. While I do not ordinarily
like to see increased Government regu-
lation of any kind, this prospective
payment proposal for medicare is an
appropriate, though not flawless,
mechanism to address the double digit
inflation currently experienced In the
health care industry.

I applaud the administration for the
swiftness with which it responded to
the Congress in drafting this legisla-
tion. I applaud the chairman of the
Senate Finance Committee, Mr. DOLE
and his conimittee staff for their ef-
forts in rapidly addressing this impor-
tant issue. I also applaud the hospitals
in this country for not opposing our
efforts to bring some control to the es-
calation of heaith care costs and the
concurrent dramatic yearly increases
in the Federal Government's medicare
budget.

As a result of prospective payment
being applied to medicare, I am confi-
dent mechanisms within the market-
place of competitive nature will de-
velop whkh will help to limit the rise
in overall health care costs. These
mechanisms will occur with oniy a
minimal amount of Government regu-
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lation and interference in the private
health care industry. Therefore I am
hopeful that in ur consideration of
this Issue today that we do not apply
it to all payors.

In reviewing the legislation, there
are several issues of special interest to
me and my constituents in Utah. I
would like to briefly address them.
One subject is capital costs. For the
present time, both the Senate and the
House bills provide that capital costs
for hospitals are not subject to this
new prospective payment system. The
Senate specifically excludes reim-
bursement for capital costs under this
program until after October 1, 1986.
The House bill, on the other hand,
asks that the administration study the
issue and submit recommendations to
Congress by December 31, 1983. The
House bill goes on to state that it will
be the intent of Congress to make a
distinction between capital costs in-
curred before and after March 1, 1983,
and to indicate that projects "initiat-
ed" before that date will somehow be
treated differently in the future.

While I strongly prefer the Senate
version, it s worth emphasizing that
at a minimum hospitals should not be
penalized for obligations legally in-
curred prior to enactment of this law.

An example In my own State should
suffice to show the problem. The larg-
est hospital In the State of Utah is In
the midst of a much-needed major
project. The State-granted certificate
of need approval to this hospital for
its major remodeling and construction
project in November of 1980. While
the construction and remodeling have
proceeded at pace, the project will not
be completed until sometime after the
first quarter of 1985. The hospital in-
curred these substantial financial com-
mitments with the expectation that
capital costs would be paid on a rea-
sonable cost basis.

There are several items in the
Senate bill that I support and hope
that they are retained in the final
measure adopted by the Senate and
the House.

First, I strongly support the Senate
version on regionalization of DRG
rates. I believe it is important to have
a national rural/urban split in order to
take into account the varying needs of
hospitals serving different popula-
tions. However, too great a division re-
gionally would only serve to reinforce
the Inefficiencies of some larger urban
centers and at the same time not pro-
vide enough support to rural areas.

I also support the option for States
to have their own program of prospec-
tive payment. I do not believe that the
Congress should mandate a program
of prospective payment for all-payers,
which is really Just the formerly con
sidered and defeated Carter cost con-
tainment proposal. However, if a State
has a good cost control program in
place, then we should not place this
Federal program on top of it. Of
course, as made clear in the Senate
bill, such State programs should not

be more costly to the Icdera1 Uovern
merit.

Fina]ly, I strongly support two other
provisions of the Senate's version: The
development of a independent commis-
sion to insure the mechanisms of this
proposal; and a study to insure the
various components of reliability of
this prospective payment program.

I urge my colleagues to expeditious-
ly support this legislation which re-
flects the Federal Government's desire
to become a prudent purchaser of
health care.

I would like to conclude by asking
my distinguished co11ague, Mr. DOLE
to respond to one concern I have
about the viability of one set of
DRG's. the basis of DRG's is a system
know as the MEDPAR files.

These files provide the Federal Gov-
ernment with historical medicare
charge data. And is the basis for deter-
mining the number of cases in the rel-
ative cost weighting of diagnozed re-
lated groups: 356 of the 467 DRG's
had a good sampling of charges from
which to calculate a relative index.
But according to information provided
me by the administration, there is lim-
ited data on 111 of the 467 DRG's. I
believe this situation needs to be cor-
rected in order to insure the statistical
viability of the DRG's used, As I un-
derstand, for various reasons, these
111 will be little used by medicare but
might be used by other payors. Since
these 111 weightings are not statisti-
cally sound, these classifications
should only be made available to other
payers with the specific addendum
that they are not statistically valid
and that further research should be
made prior to their use. Senate Doi
would you agree with me that these
problems should be duly noted when
these DRG's are published in the Fed-
eral Register and that it is consistent
with the legislation that this should
be done?

Mr. DOLE. I thank my distingushed
colleague, Mr. HATCH, for his com-
ments. With regard to your question: I
agree that these problems should be
duly noted in the Federal Register and
that to do so is consistent with this
legislation and appropriate.

Mr. HATCH. I thank the Senator.
Now I also understand there may be

proposed an amendment to require use
of the prospective payment plan as an
all-payers proposal. This must be vig-
orously opposed. The required use by
all payers of the Federal diagnosis-re-
lated groups classification, weighing
system and the specific payment rates
set by HFIS is nothing less than a
design to discard the free-enterprise
system in favor of a program of na-
tional controis which would turn
health care in the United States into a
Federal public utility. The health-care
field is too diverse to impose these
rigid controls across the board. And let
me restate that if these controls are
imposed, we, as a Nation, may not ex-
perience the quality of health care
that we are currently provided.

J'a; , 1., j: j
It is one tim f'r tht U.s. (.

meiit to act s pr''r (f
health care in nWet11VC mais
place with oth purchasers of rar. It
is quite anotheF thing for health C are
providers t be reqwrd to accept as
payment in full from all private cii-
zens and third-party payers rates dic-
tated by a Fede-a1 Government
agency. This has the effect of replac-
ing the marketp'ace.

If this were not repugnant enough, I
understand this amendment I am op-
posing might preclude judicial review
of the Government's discretionary au-
thority to establish the DRG system
and parment methodology. Thus, it
would vest in the Goveniment the
right to act arbitrarily and capricious-
ly without accountability. Rather than
functioning as the head of a Federal
administrative agency, the Secretary
of Health and Human Services would
be transformed into a Federal czar of
national health with unbridled au-
thority. Such a possibility threatens
the health care available to the Ameri-
can people and thwarts efforts to
make the health-care marketplace
mom'e price competitive.

In addition, there is quite limited
practical experience with the DRG-
based payment system. Although a
DRG-based experiment has been con-
ducted in the State of New Jersey for
a few years, the results of this under-
taking are not final or conclusive. In
recommending a DRG based system
for prospective medicare payments,
the Secretary of HHS refers to, what
she characterizes as preliminary re-
ports that the system worked In New
Jersey.

Even if a preliminary Indication in
New Jersey is accurate, transposing
the DRG system from New Jersey to a
national level will necessitate numer-
ous adjustments and changes. The ad-
ministration of a program has to be
more fully developed; the propriety of
the proposed methodology for estab-
lishing the DRG payment on a nation-
al level for medicare patients still
needs to be analyzed; the adequacy of
the payment rates are in question, es-
pedally the 111 DRO's that the Feder-
al Government does• not have ade-
quate, random sampling and now must
find alternative sources for charge in-
formation.

In summary, the impact of the niedi-
care DRG system on hospitals nation-
wide Is uncertain. Imposing a DRG
payment limit for all payers of health
care would compound the'e adjust-
ments and risks permanently crippling
our Nation's hospita's. For this reason,
I support- t}e proposi fron the
Senate Finai; e Committee requiring
the Secretary o report to Congress o;
the appropritexc of the DRG
system. At this time I would like to
read Blue Cross-Blue Shield's letter in
opposition to any aU-payer proposal.
They state:
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BLUE CRoss AssoCIATIoN,

BLUE SHiELD AssocIATIoN,
Chicago, IlL, March 16, 1983.

Hon. ORRIN G. HATCH,
U.S. Senate, Washington, D.C.

D SENATOR HATCH: I understand that
amendments or substitutions to the Medi-
care prospective payment provisions of the
Social Security legislation (H.R. 1900) may
be offered In the next few days in the name
of further controlling health care costs. Ap-
parently these proposed changes would
either impose a Federal cost control system
on all hospital revenues or would mandate
state systems regulating all payors. On
behalf of the nation's Blue Cross and Blue
Shield Plans, I would underscore the seri-
ousness of - the continuing escalation of
health care costs, but would urge you to
oppose any such amendments.

We have closely followed the development
of the Medicare prospective payment pro-
posals in both the House and Senate, and
have largely supported them. We particular-
ly support the notion of increasing the cost
containing incentives that are needed in
most hospital environments. Our primary
concern over the proposals ha been with
the speed and scope of change which flow
from Medicare's national use of a relaUvely
new and untested reimbursement model. To
mandate either the extensIon of this model
beyond the Medicare program or an even
more massive change in aU health care fi-
nancing would be exceedingly unwise.

Our opposition to the amendments or sub-
stitutions mentioned above stems primarily
from our experience with a wide variety of
reimbursement systems, over many years.
This experience has led us to several conclu
sions:

To be effective, any cost containment pro-
grain must include a variety of Incentives
for providers, consumers, and third party
payors to contain costs.

There Is no single best way to do that; the
breadth id diversity of circumstances
around the country requires reimbursement
models responsive to local circumstances.

In most areas, effective negotiation be-
tween the purchaser and provider of care
has the greatest potential for developing
cost constraints sensitive to local needs.

Government mandates, where there Is no
local acceptance of or capacity to implement
the mandated programs, are simply not ef-
fective.

Regulatory approaches have been tried in
several states with only limited success;
these mandatory systems often perpetuate
institutions which no longer have communi-
ty support; and such systems teid to block
the development of more price-competitive
alternatives to the status quo.

Not only does the Medicare reform bill, as
reported out by the Finance Committee,
contain truly far-reaching changes, but all
across the country, there are private market
reimbursement changes under way which
are all stimulated by the critical need to
contain costs. We would be pleased to work
with the Congress to continue encouraging
these new directions and to evaluate their
short-and long-term Impact on the cost and
quality of health care.

Sincerely,
BNMw R. TREsNowsI.

]In conclusion, I support medicare
prospective pay but oppose any pro-
posal to impose this untested system
on all payor.s, All States, including
Utah, should be allowed to experiment
with several options including compet-
it,ve solutions to health-care costs.
What may work as an experiment in
New Jersey sheuld not be hnposed on
every payer.
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Mr. DURENBERGER. Mr Presi-
dent, for the last 2 years, Congress has
struggled to develop an equitable solu-
tion to social security. But that com-
promise has not been achieved t a
low cost. The discussion and debate
has occurred In a highly politicized en-
vironment. Too often the fears of the
most vulnerable in our society have
been played upon in an effort to gain
the upper hand politically.

All of us have experienced the pain
and anguish of seniors convinced that
their primary, and in many cases thefr
only, means of support would be elimi-
nated or drastically cut back. Many
workers have lost confidence in the
system entirely.

Nonetheless, we appear to have
found a solution to the social security
problem, but our unwilUngness to act
early and the successful efforts by
some to politicize the problem have
exacted a huge price.

Another social security problem—
medicare—looms just beyond the hori-
zon. Actuaries In the administration
and at the Congressional Budget
Office predict that medicare will be in-
solvent In 3 to 4 years. We have the
time to fix medicare; the question is,
do we have the willingness? Can Con-
gress avoid politicizing the medicare
issue?

Already, some are playing off the
fears of medicare beneficiaries. This Is
a cruel trick to play on beneficiaries.
In correcting medicare, Congress will
not abandon the beneficiaries. But an
equitable solution cannot be achieved
if everyone is running scared.

Today, as part of the social security
compromise, we have included a major
piece of medicare reform, a reform
that will improve efficiency and allow
us to get the most out of our medicare
dollars.

As chairman of the Senate Finance
Committee's Health Subcommittee, I
have been holding hearings since last
summer on the issue of prospective
payment for hospitals. We have heard
from States that have their own pros-
pective payment systems; we have
heard from insurance companies en-
gaged in prospective payment; we have
heard from physicians and hospitals;
and we have heard from consumers,
beneficiaries, and experts in the ad-
ministration.

The prospective payment provisions
craf ted by the Finance Committee and
included in this bill are exactly what
the medicare program now needs. We
have learned enough from our experi-
ence with cost-based reimbursement to
know that it does not work. Xt wastes
money, penalizes the efficient hospi-
tal, and encourages dangerous over-
treatment.

We have taken the admnistratjon's
proposal—which is basically a very
good one—and made some changes;
changes which I feel improve the pro-
posal and ease the burden on hospitals
as we move ft om the old system to a
prospective payment system.
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Prospective payment is not the final

solution to medicare reform. Other
changes will be necessary. We must
also look at including physicians,
skilled nursing facilities, home health
agencies, and other providers in a
prospective payment system. And we
must move ahead in our efforts to
expand private sector vouchers for the
medicare population.

Under this proposal, beneficiaries
will not pay any dditionaI dollars out-
of-pocket. But they will reap addition-
al benefits, Efficient hospitals will be
able to give beneficiaries more for the
money, and that is good for both pa-
tients and taxpayers. Change is never
easy. The change from a cost-based
retrospective system to a prospective
system will force hospitals and physi-
cians to change behavior. But it is a
change for the good, and it is a change
that is desperately needed. I hope my
colleagues will join me In supporting
this important reform.

Mr. DOLE. Mr. President, will the
Senator yield?

Mr. KENNEDY. Yes.
Mr. DOLE. I certainly agree with

the distinguished Senator from Massa-
chusetts. I am perfectly willing to
accept the amendment. I have Just
asked the distinguished Senator from
Louisiana and•he has no objection.

The PRESIDING OFFICER. Is
there further debate? If not, the ques-
tion is on agreeing to the amendment
of the Senator from Massachusetts.

The amendment (UP No. 89) was
agreed to.

Mr. KENNEDY. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. DOLE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

UP 1.MENDMENT NO. 90

Mr. KENNEDY. Mr. President, I
have another amendment which I
send to the desk and ask for Its imnie-
diate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from. Massachusetts (Mr.

KENNEDY) proposes an unprinted amend-
ment numbered 90.

Mr. KENNEDY. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Wfth-
out objection, it Is so ordered.

The amendment is as follows:
At the appropriate place, insert the fol-

lowing:
"The Secretary shall provide that the

amount which Is aUowable, with respect to
costs of inpatient hospital services for
which payment may be made under this
title, for a return on equity capital for sub-
section (d) hospitals (as defined in subsec-
tion (d)(1)(C)) shall, for cost reporting peri-
ods beginning on or after October 1, 1983,
and before October 1, 1986, be equal to the
target percentage (as defined in subsection
(d)(1)(B)) of the amounts otherwise &llow-
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able under regulations in e feet on March 1,
1983. For cost reporting periods beginning
on or after October 1, 1986, the Secretary
shall not provide for any such return on
equity capital for such hospitals.'.

Mr. KENNEDY. Mr. President, the
bill before us today marks a major
change in the way the Government
pays for health care. As my colleagues
know, since medicare was enacted, it
paid for health care like the Defense
Department paid for weapons—on a
cost-plus basis. And the results were
pretty much the same. Costs kept
going up and up—but no matter how
much the costs went up—there was
always the plus—the profit.

Witn this bill, we are fna11y turning
away from this wasteful way of paying
for health care. I regret that this step
is limited to medicare, since I believe
that we can only. control costs with an
all-payers approach to prospective
payment. Nonetheless, it is a step in
the right direction.

Unfortunately, on our way to elimi-
nating cost-plus in medicare, we have
forgotten to eliminate the plus. Al-
though we provide for a fixed pay-
ment per case, the bill still requires
the Government to throw in a sweet-
ener for a small number of hospitals—
the profit.

I simply cannot understand the
reason for keeping in the prof it—
known in the jargon as "return on
equity." The whole point of prospec-
tive payment is to pay a fixed price. If
hospitals are efficient, they get to
keep the difference between the costs
and the fixed payment. Is not that
profit? Under this bill, we are going to
pay a profit on top of the profit. And
the second profit does not even have
to be earned. It gets paid whether the
hospital is efficient or ,not, whether it
delivers good care or not. It just gets
paid.

My amendment would address that
issue. As prospective payment is
phased, a first by 25 percent, then 50
percent, and then 75 percent, this
amendment would phase out that ad-
ditional profit item, the return on
equity, over a 3-year period.

It is effectively the same concept
that has been accepted by the House
of Representatives. I do think it is a
valuable and worthwhile saving. The
estimate would be tht there would be
a $300 million per year saving when
this is completely implemented.

Even under the current system,
return on equity has produced unjust
results—rewarding the well off, and
pushing up medicare costs. Return on
equity costs medicare about $300 mil-
lion per year—not for expanded bene-
fits for the elderly, or lower copay-
ments, or lower deductibles. No—in
fact the administration wants to in-
crease costs for the elderly. No—this
$300 million is for profit.

According to CBO figures, for-profit
hospitals account for only 9 percent of
medicare costs. Excluding return on
equity, they account for 11 percent of
medicare capital payments—higher
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than their overall share. When you
add in return on equity—the real story
is told. For-profit hospitals account for
20 percent of medicare capital pay-
ments. more than twice their share of
overall medicare payments. Medicare
capital payments to for-profit hospi-
tals are $7,170 per bed annually com-
pared with $3,360 per bed for nonpro-
fits.

Now, what effect do these payments
have on medicare and on the health
care system generally? Well, they cer-
tainly do not go to help pay for care
for the poor and the uninsured—like
the 16 million Americai,s who have
lost health insurance since the Reagan
recession began, Their own spokesman
has admitted that private hospitals
skim well-to-do patients and leave the
public hospita1 to care for the poor
and the lower middle class. But it does
lead to a lot of tmoccupied beds
through acquisition and construction.
For-profit hospitals have a 65-percent
occupancy rate compared with the
American Hospital Association average
of 76 percent. And each unoccupied
bed costs $112,000—a large share
borne by medicare.

And for-profit hospitals are more ex-
pensive for medicare—primarily be-
cause of return on equity. According
to a recent study, for-profit hospitals
Cost medicare about 13 percent more
than comparaable not-for-profit hospi-
tais.

The result has been that return on
equity has served to increase both cap-
ital and operating costs for medicare.
It does no good to adopt a prospective
payment system if we exclude from it
the most unjustified inflationary com-
ponent . in the medicare system—
return on equity.

Now, I know what the opponents of
this amendment will say. They will
say: "Return on equity, is a difficult
issue. We need to study it before we
act. We do not know what the effect
will be." Well, prospective payment by
diagnosis-related group is a difficult
issue. We do not know what the effect
will be on public hospitals. But does
the committee ask us to study first
and then act. No. We are to act first,
ask questons later.

We do not know what the effect will
be on urban hospitals. Or rural hospi-
tals. Or, most important, quality and
adequacy of care for the elderly, the
poor, and the sick. Does the committee
ask us to study first and act later on
behalf of the elderly and the sick. No.
But when it comes to hospital profits,
suddenly we are cautious. Suddenly we
are unwilling to take the plunge. I say
that is wrong. I say it speaks of admin-
istration policies that are too willing
to sacrifice the neediest to save the
greediest. And I say we stop now.

I ask unanimous consent to have
printed in the RECORD several tables
and articles.

There being no objection, the mat-
ters were ordered to be printed in the
RECORD, as follows:
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BIG HOSPITAL CixL's CoNmvE HALTNY
SRowING EVEN LMIT ON MEDIC%RE
CosTs APPEARS CERTAIN

(By Gary Putka)
Congressional efforts to curb Medicare

costs might be considered ifi tidings for the
stocks of the nation's big hospital chains,
which derive 40% to 45% of their revenues
from the edera.1 program.

InsteM. a couple of the stocks have been
moving brzkly upward recently. And yester-
day, Uie hospital-management companies
held their own In a downward market, even
though It was investor first chance to react
to Wedne&tay night's passage In the House
of RepresentaUves of a Social Security
measure containing Medicare curbs.

The reason for the stocks' surprisIng
strength appears to be that the bill didn't
come out quite as badly for hospitals as
some had feared. In fact, for hospitals that
are run for profit, some analysts see distinct
advantages In the way that the House would
change Medicare payments.

The Senate Finance Committee began
work on its version of the Social Security
measure late yesterday. And while there are
no assurances that the final version of any
bill would be exactly as the House passed It,
there's widespread feeling In Washington
that a similar measure will be enacted into
law.

Late yesterday, the Senate Finance Corn-
inittee voted to include the Medicare provi-
sion in its version of the Social Security bill.

On Wall Street, some of the biggest hospi-
tal cbains are already well on their way to
recovery from fears late last year that the
measure would be a bitter pill. Hospital
Corp. of America, the largest hospital opera-
tor. has risen about 12% In the past two
weeks. Humana is up about 10% over the
same span. Others, which haven't outper-
formed the market in recent weeks, reacted
well yesterday to the news from Washing-
ton. They included American Medical Inter-
national, which gained % to 30¼; Lifemark.
up 1 to 39'/4; and Universal Health Services.
up V2 to 42%. National Medical Enterprises.
another major player, ebbed /s to 31½.

The bill passed by the House would set
fixed Medicare payments to hospitals for
467 categories of treatment. Under the cur-
rent system, hospitals receive reimburse-
ment for costs, plus a regulated return on
equity, currently about 7% to 8% on an
after-tax basis.

Before all aspects of the House's proposed
legislation were clear, some had feared that
the new prospective payments" plan would
mean that hospitals operated for profit
wouldnt make any profit when dispensing
services under Medicare, an aid program for
the elderly. What seems to have dawned on
investors lately is that the ayinents system
will enable hospitals to pocket the differ-

rcIue reciaticr rent iler5l eens,
fl mttJcns of dIars r'urn 00 Cq1Ity.

Sorce Ptrninary CBO triae zd cn ?edwe et cqrts CT 198fl



March 18, 1988
ence if they can provide services at less than
the fixed payments.

The payment schedules are expected to be
guided by the average costs for providing
services of all hospitals within nine geo-
graphical regions established by the bill.
John Hindelong, health-care analyst and di-
rector of research A.G. Becker, believes that
for-profit hospitals are so much more eff i-
dent in providing services than nonprofit
hospitals, that they will be able to improve
their profit margins in Medicare as a result
of the new system.

Mr. Hindelong hasn't changed his earn-
ings forecasts for the companies, however,
because "I've been expecting this legislation
for awhile." He believes Hospital Corp. will
earn $2.80 a share thIs year, up from $2.25
in 1982; Huinana, $2 a share in the year
ending Aug. 31, up from $1.60; American
Medical, also on an August fiscal year, $2 up
from $1.60; and National Medical, $1.85 in
its year ending May 31, up from $1.47 it
earned from operations last year.

But there Isn't any consensus about the
effects of the proposed payments schedule.
Bill Hayes, who manages the $50 million F!-
delity Select Health Care mutual fund, said
he believes that the hospital chains won't
do any better under the new system. None-
theless, he says he bought some of the
issues yesterday, although he wouldn't say
which.

At least it Isn't a major negative," he
said. 'And the situation is still one of demo-
graphics. We have more older people who
will need more health care in the future."
Mr. Hayes said he expects the major hospi-
tal chains' profits will grow at least 20% a
year in the next three years. Some of this
growth, he reasons, will come from acquisi-
tions, as it becomes Increasingly difficult for
nonprofit hospitals to make it. "The Little
Sisters of the Poor . . . are going by the
boards," he said.

From an Investor's point of view, the
stocks are already assuming big growth
rates. Their price-earnings ratios, although
not as high as some high-technology medi-
cal companies, range between 17 and 20,
much higher than the market as a whole.

Perry Wysong, a Ft. Lauderdale, Fla., in-
vestment adviser, tracks hospital-manage-
ment companies two ways. Mr. Wysong's
medica'-stock newsletter has done analyses
that show the industry is 'grow, grow,
grow," he said. But his 'Consensus of Insid-
ers" report, which tracks corporate officers
stock sales and purchases in their own com-
panies, shows heavy insider selling of Hospi-.
a1 Corp. of America and Humana in the
past six months, enough to keep him from
recommending the two issues.

Return on cornimon equity
(12 mo. endIng Dec. 31. 1982]

Proprietary hospital companies:
Charter medical
Hospital Corp. of America
Humana

JtiIities:
American Telephone & Telegraph.
Consolidated Edison Co. of New

York
Central & South West
Niagara Mohawk Power Corp
Rochester Telephone
Washington Gas Light

Industry composite
Hotels:

Hilton Hotels
Holiday Inns
Marriott
Ramada Inns
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Return on common equity—Continued

(Food and lodging) industry compos-
ite 15.5

All industry composite 11.0
Source: Business Week,' March 14. 1983.

[From the Cincinnati Post, Feb. 18, 1983)
FIRMs FIND HospILs Aiis HAiiY

BtYsnnss
(By Don K!rkman)

WASHINGTON.—The hospital that Will open
its doors in Crawfordsvllle, md., in 1985
won't be run by the customary group of
physicians, or church or local government.

It will be owned and operated by a prof it-
making corporation, American Medical In-
ternational of Beverely Hflls, Calif.

Crawfordsville's new hospital is part of a
trend in the United States and overseas.

Encouraged by multibillion-dollar federal
health programs, private business corpora-
tions are building, buying, leasing or manag-
ing under contract thousands of health
facilities that once were operated by munici-
palities, churches, physicans and small busi-
nessmen.

It's true of hospitals, nursing homes, diag-
nostic laboratories, artificial kidney treat-
ment centers and doctor groups that offer
prepaid medical plans.

While some people worry that the health
corporations are driving up costs, defenders
say corporations are the way of the future.

"The health field is a heck of a growth op-
portunity for private corporations," said Mi-
chael Bromberg, executive director of the
Federation of American Hospitals.

"Doctor-owned hospitals are selling out or
going broke, Catholic and municiapal hospi-
tals are turning over their hospitals to pri-
vate corporations, and the large chains are
moving in."

There are now more than 1000 privately
owned hospitals in the United States (of
7,000 overall), and another 500 are leased or
operated by corporations. Each year, the
number ts increasing.

The reason for the rapid growth of corpo-
rate-operated hospitals Is Medicare, Brom-
berg said. With the government now guar-
anteeing payment for tens of millions of el-
derly patients, a hospital can make money if
it's properly run.

Five large hospital corporations "are
going wild," Bromberg said, continually
opening facilities in the Sun Belt states and
affluent suburbs throughout the country.

Most of the private facilities aren't large—
usually 100 to 300 beds—and their staffs are
smaller than those of municipal and sectar-
ian hospitals oi comparable size.

What they offer, however, is a great deal
more personal attention per patient from
physicians, nurses and staff, Brornberg said.

On a day-by-day basis, our private hospi-
tal9 are a bit more expensive than public
hospitals, but our patients remain in the
hospital a day less than the publics, so their
total bills are lower."

Bromberg acknowledges that the private
hospitals 'sktm" wel'-to-do patients from
public hospitals. He says simply that the
main role of the public hospital is to care
for the poor and lower middle class.

Broinberg said the biggest of the private
corporations is Hospital Corp. of America
based in Nashville, Tenn. American Medical
International is No. 2. HCA owns or oper-
ates 381 hospitals and AMI 115. Three other
fli-nis own between 50 and 100.

Paul Ginsberg, an economist for the Con-
gressional Budget Office, says he's worried
about the expansion of corporate-owned
hospitals because their basic motive is to
make money.

"I think they're a two-edged sword," Gins-
berg said. They're providing services for
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communities thaL need them, but they're
also driving up health care costs, There's no
hicentive in those hopsitals to reduce costs."

But Cameron Thompson, a spokesman for
the FAH, says the private hospitals "have
the capital to build modern facilities or liii-
prove existing facilities; have line personnel
and management expertise; and can recruit
physicians for communities that are having
a hard time attracting doctors."

'We think the systemization provided by
corporations is the way of the future,"
Thompson said. 'It's a good thing for
Americans and provides better health care
for them. But it costs a lot of money."

Mr. KENNEDY. I hope to have the
attention of the chairman of the Fi-
nance Committee and also the chair-
man of the subcommittee of the Fi-
nance Committee, both of whom have
been extremely innovative in moving
us toward real and effective cost con-
trols, to hear out their views on this
particular issue.

Mr. DOLE. Mr. President, let me
suggest that I understand the point
raised by the distinguished Senator
from Massachusetts.

As he indicated, there is a cost
saving of about $300 million, when to-
tally implemented.

Mr. KENNEDY. That is correct.
Mr. DOLE. There is a provision, of

course, in the House bill, a 3-year pro-
vision, and I would guess we would
have some flexibility in conference.

Certainly the Senator from Kansas
is aware of the problem. In fact, the
bin currently contains a provision that
directs the Secretary to report back to
the Congress within 18 months after
the date of the enactment on the
method by which all capital-related
costs, such as return on net equity, can
be included within the prospective
payment system.

So I do not believe I have any basic
disagreement with what the Senator
from Massachusetts wants to accom-
plish. But I hope he might give us the
opportunity to work this out in confer-
ence. The bill now provides the basis
to fully address the problem.

I might also indicate I think the dis-
tinguished majority leader wanted to
say a word on this, and maybe I could
yield to the Senator from Minnesota
while we are waiting for the majority
leader.

Mr. DURENBERGER. I thank the
chairman.

Mr. President, let me just add an-
other dimension In the discussion of
the issue, and compliment the Senator
from Massachusetts for raising it.

First, perhaps by way of clarification
of the issue, it is not necessarily a
sweetener or a profit that is being
added by this bill. It is a sweetener of
sorts that has been present in the
system since 1965.

As the Senator from Massachusetts
indicates, this is probably an appropri-
ate time as long as we are addressing
capital from the standpoint of the way
we reimburse, a very appropriate time
to address the return on equity issue,
and I agree with him on that.

Percent
Return

24.4
15.8
25.0

12.0

13.6
14.1
13.9
14.0
9.1

12.7

14.9
10.4
19.2

—13.4
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We have a strong concern, and we

have had a strong concern, about the
whole issue of how and what role we
play in financing the access of for-
profit, not-for-profit, and Government
hospitals to capital in this country. We
have come a long way from the old
Hill-Burton days, the tax-exempt days,
to some relatively unpredictable
future, and it is a time in which com-
pensations and sweeteners and things
such as that ought to get out of the
picture.

I think in this medicare reform we
are taking the first step in the direc-
tion of some discipline on the whole
decisionmaking process because, in
effect, we are addressing the hospital
income area, and rather than saying to
the hospitals, "Whatever you want to
charge for a day in the hospital or for
a particular procedure that is conduct-
ed in the hospital we are going to re-
imburse you for those costs," we are
saying, "we are only going to reim-
burse so much money for each of 467
various types of diagnosis."

So right off the bat, the hospital
corporations or the government units
that operates these hospitals knows
they can only make so much money on
the front end for treating patients in
the hospital. That is the first essential
discipline in this process.

The second is to go back behind that
and to look at the various ways, other
ways, that capital needs are met.
Funds can be raised through bank
loans, stock sales, bond issuances, the
sale of assets, acceptances of gifts,
Government aid such as the Hill-
Burton guarantees, tax-exempt bonds,
and the return on equity, a whole vari-
ety of ways, and that is why—and I
know the Senator from Massachusetts
supports this—we made the decision
that in 3 years we are going to blend
capital costs into the prospective pay-
inent system.

That is why we want return on
equity and all the other capital issues
examined over the next 18 months
with a report back to us by the first of
the year in 1985 about what we ought
to do about all of these issues as we
prepare for that fourth year in this
system in which we are no longer
going to have these distinctions in the
capital area.

So I say to the Senator from Massa-
chusetts that I expect that I and many
of us on the Finance Committee may
ultimately end up supporting a phase-
out of return on equity and other
methods by which the Government f i-
nances capital costs associated with
health care.

I would indicate, as the chairman
has indicated, that we have been given
the flexibility in cqnference to come to
the ends that I think all of us would
agree we need to come to.

Mr. BAKER. Mr. President, I thank
the distinguished floor manager, the
Senator from Kansas (Mr. DOLE) for
yielding. I find myself in the not un-
common position of supporting the
chairman of the Finance Committee in

CONGRESSIONAL RECORD — SENATE
his opposition to the amendment of-
fered by the Senator from Massachu-
setts (Mr. KENNEDY).

This amendment, Mr. President, is
similar to the language added by the
House Ways and Means Committee.
Quite simply, it would phase out com-
pensation, under medicare, for return
on equity to proprietary hospitals.
The amendment does not, however,
address any of the other costs of capi-
tal, such as interest on debt. Thus,
passage of this amendment would
greatly distort the means of capital
formation toward incurring debt. I do
not believe that it is good public
policy, Mr. President, to effectively
eliminate equity as a source of capital
for hospital construction and modern-
ization.

Furthermore, both the House-passed
and Senate-reported bills contain a re-
quirement for the Department of
Health and Human Services to con-
duct a study on the role of compensa-
tion for all capital costs. I think that it
is only proper that any changes in the
present computations wait until that
study is completed. At that time, we
will be better able to evaluate the ap-
propriate compensation for all types
of debt through the medicare system.

Given these considerations, I would
urge the Senator from Massachusetts
to consider withdrawing his amend-
ment, which I understand he is in-
clmed to do. I would also urge the
chairman of the Finance Committee
to hold the Senate position in confer-
ence. I believe that it is premature to
address the issue in this legislation.

Again, I thank the Senator from
Kansas (Mr. DOLE) for yielding.

Mr. KENNEDY. Mr. President, as I
had other discussions both with the
chairman of the Finance Committee
and the chairman of the subcommit-
tee, I know they are aware of this
issue.

This is an appropriate time to ad
dress it. The fact remains, as we have
effectively phased out the whole plan-
ning process, we ee an increasing
number of proprietary hospitals with
increasing capital expenditures. Once
that capital investment is actually
made, it remains then for the succeed
ing generations to end up paying for
it. So this is an important time to act.
I do think it Is an important matter in
terms of long-term savings. I welcome
both the interest and the attention
that the Senator from Minnesota and
the chairman of the committee have
given to it.

I hope that they would give addi-
tional attention in the conference with
the House of Representatives on this
issue. I am quite willing to see that
matter considered in the conference.
We will havean opportunity to review
it down the line, in any event. But I
certainly welcome the attitude and the
disposition of the chairman of the
committee and the chairman of the
subcommittee.
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With those assurances, Mi'. Presi-
dent, I ask unanimous const to with-
draw the amendment.

The PRESIDING OFFICER. The
Senator has a right to withdraw his
amendment. The amendment is \vith-
drawn.

U? AMENDIENT NO. 91

Mr. KENNEDY. Mr. President, I
have another amendment that I send
to the desk and ask for its immediate
consideration.

The PRESIDING OFFICER. With-
out objection, the Bradley amendment
will continue to be set aside.

The clerk will report the amendment
offered by the Senator from Massa-
chusetts.

The assistant legislative clerk read
as follows:

The Senator from Massachusetts (Mr,
KENNEDY) proposes an unpririted amend-
ment numbered 91.

Mr. KENNEDY. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
On page 215, after line 16 insert the fol

lowing new subsection:
'(k) Section 1903(s)(3) of such Act Is

amended by—
(1) striking out "on July 1, 1981, and" in

subparagraph (A),
• (2) inserting "(I)" alter 'the Secretary" n
subparagraph (1)), and

(3) after "year)" in subparagraph (D.
striking the period and adding the following
new clause:

or (U) in the case of programs established
after January 1, 1983, is satisfied, based on
assurances made by the State, that the
annual rate of Increase in aggregate hospi-
tal inpatient costs per capita or per admis-
sion (as defined by the Secretary) In the
State during any subsequent calendar year
will be at least two percentage points less
than the annual rate of lncrea8e during that
calendar year in such costs per capita or per
admission for hospitals located in the States
(excluding from such computation any
State which has In effect a qualified hospk-
ta cost review program during that entire
calendar year)."

Mr. KENNEDY: Mr. President, as
my colleagues know, the Reconcili-
ation Act reduced medicaid payments
States are entitled to by 3 percent in
fiscal year 1982, 4 percent in fiscal
1983, and 4.5 percent in fiscal yea.r
1984.

States which had comprehensive
hospital cost containment programs in
place, July 1, 1981, were entitled to a
1-percent reduction In the reduction
rate if they could demonstrate their
rates of increase in hospital costs were
2 percent below the national average
increase.

Only seven States—Connecticut,
Massachusetts, Maryland, New Jersey,
New York, Rhode Island and Washing-
ton—met the deadline—had programs
in place on July 1, 1981.

These seven States will get a 3½ per-
cent reduction in their medicaid pay-
ment next year. Every other State in
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the country will have its payment re-
duced by 4½ percent—even if it has
adopted a cost-containment program.

And the West Virgmia Legislature
last week adopted a cost-containment
program. West Virginia, however, be-
cause it did not have a program in
place in the summer of 1981 will not
qualify for the bonus point.

My amendment would correct this
inequity by removing the requirement
that the State program be established
by July 1, 1981. Under my amendment,
any State that enacts a qualified hos-
pital cost review program and can sat-
isfy the Secretary that its program
will reduce the rate of increase in hos-
pital costs at least 2 percent below the
national average would receive the 1
percent reduction.

Mr. President, runaway health costs
are bankrupting our business and in-
dustry, disrupting Federal, State, and
local budgets, and Imperiling the secu-
rity of our senior citizens. N Ameri-
can is immune from the ravages of
health Inflation, but its impact is
harshest on the most vulnerable m
our society—the young and the old,
the sick and the poor, the struggling
family trying to make ends meet.

For too long the Congress and the
executive branch have failed to show
the leadership necessary to tackle this
critical question. We have slashed
away at the rate of increase in medi-
care and medicaid—not by making
fundamental changes in the health
care system—but by shifting those
costs—dollar for dollar—to the elderly,
he sick, and the working American.
Rampant inf]a.tion m health care costs
continues unabated.

While we have failed to face head on
the need to control health care ex-
penditures, a number of States have
taken the initiative and developed all
payor prospective payment systems.
They recognized that only by includ-
ing all payors could they finally pro-
tect their citizens against uncontrolled
health inflation.

if we cannot bring ourselves to put
the reins of spiralling health care
costs, we must do all we can to encour-
age States to develop effective all
payor cost-containment systems.

The legislation before us today
would permit States to run their own
medicare programs if they adopt all
payor hospital. cost control systems
that will not result in greater medicare
expenditures.

Those seven States that beat the
statutory deadline will have• an unfair
break—they can opt out of the Federal
medicare program, run their own all
payor program and get a break on
their medicaid payment. My amend-
ment would give every State an incen-
tive to move to establishing their own
systems by giving them a slightly
smaller reduction in their medicajd
payment. It would recognize the move
West Virginia has made m adopting an
all payor cost-containment system.
The incentive is admittedly modest—
CBO estimates that it would return to
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the State less than 15 percent of the
savings that accrue to the Federal
Government from the State program.
The benefits to our national health
care system are potentially enormous.

Mr. President, this amendment Is
really quite simple. What we are
trying to do Is encourage States to
take action in the area of cost contam-
ment. We have seen a number of
States that have effective cost con-
tainment programs, including my own
State of Massachusetts, and also main-
tain a program that assures quality
health care.

The increases, for example, in hospi-
tal costs in the States that have had
effective cost containment have been
ignIficantly below those that have
not had cost containment. In the cur-
rent legislation, we have provided a fi-
nancial incentive to the States that
have taken that action by providing an
additional point of matching payment
under the medicaid program. This has
served as a financial inducement for
those States which have an effective
cost containment program.

This amendment would offer that
same opportunity to other States that,
in their own sdom, make the deci-
sion to move toward cost containment.
It is an encouragement to those States
to move in that direction.

I think if it was totally implemented,
if all the States had a cost contain-
ment program, it would cost $150 mil-
lion, but the savings would be m the
billions of dollars.

So what we are trying to do with
this particular proposal is apply that
encouragement to the States in the
future that adopt cost containment
prQgrams as we have for the States
that have already enacted it.

It seems to me, Mr. President, it is
only fair. It does again, address the
issue of trying to limit the very sub.
stantial escalation of health care costs,
which now are three times the rate of
inflation.

I am iwndful. Mr. President, that,
for example, West Virginia last week
adopted a cost containment program.
West Virginia, however, because it did
not have a program in place in the
summer of 1981, would not qualify for
the bonus point. This amendment
would basically correct this inequity
by removing the requirement that the
State program be established by July
of 1981.

Clearly, any State that implements
an effective cost containment program
is going to be saving the Treasury tens
of millions, probably hundreds of mil-
lions of dollars. Over the period of
years, this amount would come up into
the billions.

So I hope, Mr. President, that we
would try to encourage the States.
This is a very modest program, but it
does seem to provide some carrot to
the States if they will move toward an
effective cost containment program. It
seems to me those States ought to be
treated equally with those States that
have already adopted the program.
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Mr. DURENBERGER. Mr. Presi-

dent, there is on its face, I imagine, a
certain logic to the Senator's amend-
ment. As he pointed out, in the agree-
ment that was reached duringconsid-
eration of the 1981 Reconciliation Act,
there was a provision for certain
States to offset their medicaid reduc-
tions and that applied to States that
already had waivers from the pro-
gram. So I suppose you could see some
logic in saying that anybody else who
gets a waiver in the future ought to
qualify.

However, we have considered this at
some length. Unfortunately, for the
case of the Senator from Massachu-
setts, we have come to several differ-
ent conclusions from those that he h.s
come to.

First, it is our feeling that this whole
discussion belongs much more appro-
priately in the consideratioi of the
medicaid budget process, which we will
have before us in the coming months,
rather than in the context of medicare
reimbursement.

Second—and this was discussed at
some length during the course of oUr
1981 discussion and it Is something
that we are trying to provide more of,
so to speakS—the State here have a lot
of incentives to establish rate-setting
systems if they desire to do so. It
really is a question of, do you need to
give them more incentives or not? The
fact of the matter is there are plenty
of incentives out there right now.

So the position here is, very simply,
why should we reduce Federal savings
from this program in order to encour-
age the States to do something that al-
ready makes good sense m and of
itself?

The bill that we are discussing, and
which It is the intention of the Sena-
tor from Massachusetts to amend,
goes another step further in the area
of flexibility, because it provides op-
portunities for States which hd de-
sired to establish rate-setting systems
to do so and it sets out some ground
rules for doing it. But, in effect, it i
an encouragement to States, such as
the State the Senator represents and
others, to go ahead with their rate-set-
ting systems or to establish new rate-
setting systems.

I suppose the bottom line on it, Mr.
President, also, is the fact that accept-
ing this amendment would result in a
cost to the Federal Government of at
least $57 million in fiscal year 1984
and a cost of as much as $160 million
in the future.

It is our judgment that the States
are going to do these things without
the $57 million or the $160 million, so
why shou'd we forego that kind of
saving?

I would say to the Senator from
Massachusetts that the whole issue of
medicaid and the Federal role in that
process is one that this Senator at
least is deeply concerned about. We
plan to schedule a series of hearings
this summer on that subject.
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We acknowledge the fact that at the

State, local, and community levels the
savings as well as the quality can be
best preserved. We do not know how
to do that end of it all that well, but
we need to find for us the national
commitment to the needy In this coun-
try In the health care system. It is
through that hearing process that we
intend to start in late spring and early
summer that we hope to find the most
appropriate answer where you can get
the quality, you can get the accessibil-
ity, and you can aiso get the savings at
the State and local levels while we pro-
vide that necessary financial commit-
ment to every person in this country
so that they do not have to vote with
their feet in order to find health care
in America.

I can certainly make that commit-
ment to the Senator from !vlassachu-
setts, that the isue that he is trying
to resolve here hopefully we can re-
solve with the help of the States
through this process of defining our
role versus the States' role in provid-
ing health care to the needy.

I would encourage the Sentor to con-
sider those arguments and, if he can
find it within his heart to do so, to
withdraw the amendment.

Mr. KENNEDY. Mr. President, I
gather from the response of the Sena-
tor from Minnesota he is not prepared
to Indicate support for the concept
even when we consider the medicaid
later this year. If he would accept it at
that particular time, I would be willing
to see us delay. I do think this is an
appropriate vehicle because this legis-
lation has very significant provisions
in it to encourage States- to move
toward cost containment.

The judgment of the Congress in
1981 was that if States have a cost
containment program, it will yield sav-
ings not only to medicaid but to medi-
care and all hospital payers. They do
not get this real incentive unless they
hold the rate of growth below the na-
tional average. So they repay many
times over in terms of savings to the
Federal Government. It does seem to
me that if it made sense in 1981 in
terms of equity it would make sense
now.

If it is a question about the vehicle, I
am glad to wait until we consider it
later on. If it is a question of the con-
cept, I am prepared to move now.

Mr. DURENBERGER. Let me say in
response to that, that from a personal
standpoint it may be a combination. I
suspect if we discuss our differences in
concept on the right vehicle, this Sen-
ator might be more susceptible to the
arguments being made by the Senator
from Massachusetts.

Mr. KENNEDY. Mr. President, I do
think that the reason for this proposal
is really quite compelling.

I am grateful for the openness of the
Senator from Minnesota, but I would
just as soon let the Senate have an op-
portunity to speak on this Issue. I am
prepared to move to a vote.

Mr. President, I ask for the yeas and
nays on the amendment.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING O1TICER. Is

there further debate? If not, the ques-
tion is on agreeing to the amendment
of the Senator from Massachusetts.
The yeas and nays have been ordered
and the clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. STEVENS. I announce that the
Senator from Arizona (Mr. GoLD-
WATER) and the Senator from Indiana
(Mr. QtTAYLE) are necessarily absent.

I also announce that the Senator
from Maryland (Mr. MATHIA5) is
absent due to an illness in the family.

Mr. BYRD. I announce that the
Senator from Arkansas (Mr. BuI-
ER5), the Senator from California (Mr.
CRA1sToN), the Senator from Colorado
(Mr. HART), and the Senator from
South Carolina (Mr Hou.nGs) are
necessarily absent.

I also announce that the Senator
from Delaware (Mr. BIDEN) is absent
because of illness in the family.

The PRESIDING OFFICER (Mr.
HAIEI). Are there any other Sena-
tors in the Chaniber wishing to vote?

The result was announced—yeas 28,
nays 64, as follows:

(Rollcall Vote No.33 Leg.]
YEAS—28

Huddleston
Inouye
Jackson
Kennedy
Lautenberg
Leahy
Levin
Matsunaga
Meicher
Metzenbaum

NAYS—64
Grassley
Hatch
Hatfield
Hawkins
Hecht
Heflin
Heinz
Helms
Humphrey
Jepsen
Johnston
Kassebaum
Kasten
Laxalt
Long
Lugar
Mattingly
Mcclure
Murkowaki
Nickles
Packwood
Percy

NOT VOTING—8
Biden Goldwater Mathias
Bumpers Hart Quayle
Cranston Hollings

So Mr. KY's amendment (UP
No. 91) was rejected.

Mr. DURENBERGER. Mr. Presi-
dent, I move to reconsider the vote by
which the amendment was rejected.

Mr. BAKER. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.
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The PRESIDING OFFICER. The

question now recurs on the amend-
ment of the Senator from New Jersey.

Mr. DOLE. Mr. President, I ask
unanimous consent that it be tempo-
rarily laid aside.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

UP AMENDMENT NO. 92

(Purpose: To provide that benefits no longer
be paid to aliens not authorized by law to
live and work in the United States)
Mr. NICKLES. Mr. President, I have

an amendment which I send to the
desk and ask for its immediate consid-
eration.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:
The Senator from Oklahoma (Mr.

NIcKU5), for himself, Mr. MELCHER, Mr.
BOREN, Mr. EAST, Mrs. HAwKINS, Mr. BoscH-
wiTz, Mr. ABDNOR, Mr. ARMSTONG. Mr. Goui-
wATER, Mr. BUItDIcK, Mr. Mr.
PRES5LER, Mr. MAmNGLY, Mr. GRASSLEY,
and Mr. HUMI'HREY. proposes an unprinted
amendment numbered 92.

Mr. NICKLES. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
•

At the appropriate place In the bill, insert
the following new section:

DIsALLOwANcE OF BENEFITS NOT AUTHORIZED
TO woRK IN THE UNITED STATES

SEC. , Title II of the Social Security Act
is amended by adding at the end thereof the
following section;
'1234. ProhibItion of benefits to illegal aliens

"Notwithstanding any other provisions of
this title—

"(a) An Individual can only receive bene-
fits if, at the time such Individual files his
or her claim for benefits, such Individual
can show that he or she—

"(1) is a U.S. citizen, or
"(2) was once a U.S. citizen but had volun-

tarily relinquished such status, or
"(3) is an alien who been legally admitted

to work, or
"(4) was once an alien who was legally ad-

mitted to work but had voluntarily relin-
quished such status.

"(b) Sub8ection (a) applies only with re-
spect to Individuals who first become eligi-
ble for benefits after December, 1983."

SUSPENSION OF BENEFITS TO ILLEGAL ALIENs

SEC. . (a) Section 202(n) of the Social Se-
curity Act is amended by adding at the end
thereof;

"(3) NotwithstandIng any other provisions
of this title, no monthly benefit under this
section or section 223 of such Act shall be
paid;

"(A) to an Individual for any months for
which the Attorney General notifieS the
Secretary that such Individual is subject
to-

"(i) a fInal order of exclusion entered
under 8 USC 1226, or

"(II) a final order of departure entered
under 8 USC 1252. or

"(iii) a voluntary departure In lieu of de-
portation under 8 USC 1254(e); and

"(B) on the basis of wages or self-employ-
ment income which were earned by an indi-
vidual during any period for which the A-
torney General furnishes iniormation suff 1-
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cient for the Secretary to determine that
such individual :s not 1ega1y permitted to
wo in the United States."

(b) The amendment made by this section
shall be effective with respect to monthly
benefits payable for months after December
1984. Nothing in this section shall prohibit
current enforcement measures.

Mr. NICKLES. Mr. President, the
amendment that I have sent to the
desk would stop social security bene-
fits from going to aliens who have
worked illegally in this country. Join-
mg me as cosponsors are: Senators
MELCRER, BoREN, EAST, HAwKINs,
BoscHwrrz, ABDNOR, ARMsTRONG,
GOLDWATER, BtmInci, WARNER,
PRESSLER, MATrINGLY, GRASSLEY. HUM-
PHREY, RANDOLPH, HEFUN, THURM0ND,
and JEP5EN.

Mr. -President, the amendment I
offer today is simple. First, it would
allow the Social Security Administra-
tion to not pay benefits to any alien
who the Immigration and Naturaliza-
tion Service says is living or working in
the United States illegally.

The second provision would work In
a prospective manner. It would provide
that those persons who are applying
for social security benefits can only re-
ceive benefits if they are either a
United States ciUzen or an alien who
is living In this country legally.

As my colleagues know, it is current-
ly unlawful for aliens to enter or work
in the United States without the ex-
press permission of the United States
Government. Unfortunately, present
law with regard to social security do
'ot reinforce this prohibition against
illegal allens working in this country.

Under current social security eligibil-
ity criteria, an alien who is living or
working In this country illegally can
earn and receive social security bene-
fits.

I hope my colleagues will review the
GAO report which is to be published
soon with estimates on the number of
aliens who are receiving social security
benefits illegally.

In this report the GAO calculates
that between 200,000 and 500.000 aliens
may be receiving benefits up to as
much as $2.4 billion per year illegally.
Obviously, these figures are, at best, a
rough estimate since there is really no
exact way of knowing how many aliens
are living In this country and working
in this country illegally.

I think that the main point is that
our laws are not currently working to-
gether. We prohibit aliens from enter-
ing our country unless they have the
Government's permission, but then we
turn around and support those aliens
that break immigration laws with
social security benefits.

The amendment that I and 18 of my
colleagues offer today would correct
that inconsistency in the following
manner.

First, those persons who are apply-
ing for social security benefits would
have to fall into one of the following
catagories:

First, a U.S. citizen.

Second, a former 13.5. citizen who
voluntarily gave up their citizenship
and left the country.

Third, an a1iep who has been legally
admitted to work in this country,
either initially or through amnesty.

Fourth, an alien who was formerly
living and working in this country le-
gally but has since left the country.

In addition, the amendment would
allow SSA and INS to share informa-
tion on those aliens who are found by
INS to have been living or working
here illegally. This insures that these
illegal aliens do not receive social secu-
rity benefits once they have been de-
ported or have voluntarily left the
country. The effective date on thi
second provision is January 1985, al-
though current enforcement measures
that INS and SSA are Involved In are
to continue. The reason for the effec-
tive date being 2 years away is that
this is when SSA and INS will have
the computer capabilities to cross
check cases In a more complete
manner than Is currently being done.

I urge my colleagues to support this
measure. Perhaps no other change
that we have contemplated for social
security has the unanimous support
which this one does. Although it is a
small measure, I belleve that this is an
important one for restoring confidence
in Congress ability and wi1iiigness to
make cominonsense changes in the
laws which govern Americans.

Mr. BRADLEY. Mr. President. will
the Senator yield for a question?

Mr NICKLES. I yield.
Mr. BRADLEY. Did the Senator

vote for the immigration bill that was
reported by the Senate last year?

Mr. NICKLES. The Senator is cor-
rect.

Mr. BRADLEY. In that bill was a
provision that forgave those people
who were in the United States illegally
until the time that bill was passed.
Can the Senator tell me what would
be the effect on these people if the
legislation was again passed and
adopted? They are presently illegal
immigrants in the country. In some
cases, most probably they are getting
social security benefits or building up
credits. What will happen to them
under the provisions of the Senator's
amendment?

Mr. NICKLES. To respond the Sena-
tor's question, under our amendment,
an individual can only receive benefits
if at the time the individual files for
his claim, such individual can show he
is either a citizen or in this country le-
gaily. If Congress passes legislation
providing amnesty, then they would
be entitled to receive benefits.

Mr. BRADLEY. When they file for
the benefits—nieaning when they
reach age 65 or when they are disabled
or reach 62? Is that the intention?

Mr. NICKLES. The Senator is cor-
rect.

Mr. BRADLEY. When the Senator
says 'tiled for those benefits," does
that mean receive those benefits, or
does that mean when they have stated
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that they were eligible to receive social
security benefits, even though at that
time they were illegal immigrants?

Mr. NICKLES. If at the time they
filed, they were either American citi-
zens or in this country legally, they
would receive those benefits.

Mr. BRADLEY. What does the word
"filed" mean?

Mr. NICKLES. When they make ap-
plication to receive social security.

Mr. MOYNIHAN. Mr. President, will
the Senator yield?

Mr. NICKLES. I yield.
Mr. MOYNIHAN. Will the Senator

clarify his view? The Simpson-Mazzoli
legislation, which we adopted last
year, granted anmesty to a large body
of persons—we do not know precisely
how many, but we have reasonable es-
timates—who would be allowed to
remain in the United States. I do not
recall that they were granted citizen-
ship.

Mr. NICKLES. The second part of
my amendment would cover the ques-
tion of the Senator from New York.
When it states:

or is an alien who has been legally
admitted to work, or was once an alien who
was legally adipitted to work but had volun-
tarily relinquished such status.

If they were legal at the time of ap-
plication, then they would be entitled
to receive social security. If they were
classified as illegal, they would not re-
ceive benefits.

Mr. MOYNTHAN. Is it the Senator's
intention that a person who was cov-
ered by the amnesty provisions of the
legislation adopted last year would
thereupon become a legal alien, legally
admitted?

Mr. NICKLES. If that is what Con-
gress should pass in the immigration
bill, then those aliens would be legally
entitled to receive the benefits under
this amendment.

Mr. MOYNIHAN. They cannot have
been legally admitted. Has the Sena-
tor's proposal provided for these per-
sons? The purpose of the Senate was
to allow the people to remain in the
United States and to continue working
and legalize their status. But it cannot
legalize their entry. They entered at a
past time.

Mr. NICKLES. If they are living in
the United States legally, then they
can receive benefits.

Mr. MOYNIHAN. I see.
Mr. NICKLES. I appreciate the Sen-

ator's questions.
Mr. METZENBAUM. Mr. President.

will the Senator yield?
Mr. NICKLES. I yield.
Mr. METZENBAUM. Let us assume

the case of an alien who came here 30
years ago and has been working ever
since and has been a good citizen in
the community but never became a
citizen, never really gained any legal
status. Now it comes time for that in-
dividual to apply for social security
benefits. Under the Senator's amend-
ment, would that individual, who had
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been paying his taxes for 30 years, be
deprived of social security benefits?

Mr. NICKLES. Let me make sure I
understand. Did the Senator say that
the person was working illegally in the
country for 30 years?

Mr. METZENBAUM. No; it would
not be illegal. The person had been
working In the country for 30 years. I
do not think that during that period
he would have been violating any laws
for having worked, and he had been
under social security rules. Nobody
had raised any question with him. He
was just one of those persons who had
not seen fit to take out citizenship
papers. Maybe he even served in the
war. What happens? He is now 65
years of age. Do we say to him, "You
can't have your benefits because one
afternoon, on the floor of the U.S.
Senate, the Senate adopted an amend-
ment, and you had no knowledge of it
and most other people did"? Suddenly,
he or she Is without social security
benefits.

Mr. NICKLES. I think the question
can be answered.

The Immigration and Nationality
Act provides that if a person is not a
U.S. citizen, then in order for an alien
to work in the United States they ac-
tually have to receive from the De-
partment of Labor, a green card. If an
alien has this card or other documents
stating his or her legal status in this
country, then they would receive the
benefits.

However, if they were working in the
United States, under the example of
the Senator from Ohio, for 30 years,
with a suspect or a false social security
card and under false circumstances,
they would not receive benefits.

Mr. METZENBA1JM. If they had
not received that green card, even if
their entry had been illegal, but it
would not be possible under some cir-
cumstances to get a green card making
it possible for them to work.

Mr. NICKLES. If they received the
green card, that is the Department of
Labor saying it is legal for them to
work, then they would be qualified to
receive benefits. Even If they had not
worked legally but worked ifiegally for
30 years and the amnesty provisions
were passed, they would receive bene-
fits.

Mr. BRADLEY. Mr. President, let
me try to be specific with the general
question I asked earlier.

Let us assume someone has been in
the United States working illegally, as
an illegal Immigrant, for 3 years. The
Slmpson-Mazoli bill is passed and pro-
vides amnesty for that category of
worker.

Under the Senator's amendment,
would that worker be eligible for social
security benefits that were accrued
during those 3 years that he or she
was an Illegal immigrant?

Mr. NICKLES. The Senator is cor-
rect. They would receive those bene-
fits.

Mr. BRADLEY. The Senator alluded
to a GAO study. Could the Senator
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tell me when that GAO study was
published?

Mr. NICKLES. I mention in my
statement that that report is in the
process of being published. It is ex-
pected to be released at the end of
March.

Mr. BRADLEY. And the Senator
has obtained the information from the
GAO as to what is in the study prior
to its release?

Mr. NICKLES. That is correct.
There is a draft report that has been
circulated which I would be happy to
give to the Senator.

As a matter of fact, I ask unanimous
consent to have printed In the RECORD
the report with my comments.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

(See exhibit 1.)
Mr. BRADLEY. How many Illegal

Immigrants did the GAO study state
were now receiving social security
benefits?

Mr. NICKLES. The report provides
only rough estimates, based on a
number of studies which have been
done. Estimates range from 1 million
to 12 million, the most accepted range
beIng 3.5 to 6 million.

Mr. BRADLEY. The Senator used
some number $2.4 billion. What is that
related to?

Mr. NICKLES. That was a figure
which GAO arrived at by calculating
the annual cost to the trust fund If 25
percent of the illegal aliens working In
this country were to receive social se-
curity.

Mr. BRADLEY. So, according to this
GAO report, which wifi be published
and preliminary Information the Sena-
tor has, If there are anywhere from 1
million to 12 mffliOn Illegal Immigrants
in the country and anywhere between
25 percent of 3 million to 5. million of
those illegal immigrants are now re-
ceiving social security benefits, to the
level of $2.4 billion, is that what the
Senator is asserting?

Mr. NICKLES. Yes, Senator. GAO
came up with estimates and said that
If 10 percent become vested which is
probably a minimal number, about
$900 mfflion in benefits would be going
out annually, and if 25 percent were
becoming vested, it could be as much
as $2.4 billion.

Mr. MOYNIHAN. Mr. President, will
the Senator yield for a question?

Mr. NICKLES. I am happy to yield.
Mr. MOYNIHAN. Let me put two

questions if I may.
First, we have not seen this GAO

report which evidently says they
cannot prove what they do not know,
but they can maybe. But is the Sena-
tor aware that the Inspector General
of Social Security recently ran a
random sample of 80,000 social secu-
rity checks and found 2 to be irregu-
lar? Out of 80,000, 2, which really
would be a remarkable performance
for any large system. And I do not
know but just from what we know
from the Inspector General that does
not seem to Jibe with what we hear
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that we are ong to hear from the
GAO. I just nake that poirt. I do not
want to go beyond that.

But the Wsthguished author of the
immigration 1egsaon that ve adopt-
ed last year is in th Chamber, and the
Senator from Wyoming might wish to
comment.

Do I understand that if the legisa-
tion grant2ng amnesty were not to
pass, then we would be denying social
security to a large number of persons
who have worked and earned it? We
have proposed amnesty, but if it some-
how just did not happen, as it did not
happen last time, would they be
denied that?

Mr. NICKLES. If a person applies
for social security, then they would
have to say, "Yes, I am a U.S. citizen,"
or "I worked legally in the United
States," one or the other.

Second, we would allow Immigration
to contact the Social Security Admin-
istration when they find someone who
Is working ifiegally in the country so
that they could stop payments to
them. Present law does this, when ii.
legal aliens are deported.

When Immigration notifies Social
Security and says "We are deporting
an individual, he has been working in
the United States Illegally," then
social security stops his benefits. That
is present law. However present law
also provides that if Immigration con-
tacts Social Security and says, 'We
found thIs alien working ifiegally,"
and that alien leaves the country vol•
untarily, then that illegal alien can
continue to receive benefits even
though he worked in the United
States Illegally.

It is a large loophole through which
a large percentage of Illegal aliens can
receive or continue to receive benefits.
I might add, according to this GAO
study, the volume of benefits received
versus the dollars contributed by
aliens is enormous, basically because
an individual contributes for a rela•
tively short period of time.

Mr. MOYNIHAN. That is because of
automatic raises in the system.

Mr. NICKLES. No; that is because
the alien works only half as long as an
American beneficiary and then returns
to his home country, where additional
dependents are added who collect
benefits for a long period of time. The
ratio is about $23 received in benefits
for every dollar contributed into the
system. It is quite a drain on the social
security system.

Mr. MOYNIHAN. I wish to see the
GAO report.

May I say to my friend from Oklaho-
ma that the distinguished Senator
from Wyoming is in the Chamber. I
hope he can speak to this matter
before our debate concludes.

Mr. GORTON. Mr. President, will
the Senator yield?

Mr. CHAFEE. Mr. president, will the
Senator yield?

Mr. NICKLES. I am happy to yield
to the Senator from Washington.
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Mr. GORTON. Mr. President, I have

a question which is In the same gener
a! area as the question of the Senator
from New York. I did wish to inquire
about the relationship between the
Senator's amendment and the bill
sponsored by the distinguished Sena-
tor from Wyoming which, of course,
wou1d grant legal status, eventually
citizenship, to a large number of
people who are now illegal aliens.

Do I correctly understand this
amendment, to the extent that any
such person is granted permanent resi-
dent status in the United States and!
or becomes a citizen, that person
would be entitled to the entire social
security benefits which all of his or
her employment has earned even
though some of that employment took
place during a time In which the immi-
grant was ifiegal? That Is to say, is it
true that this amendment speaks only
to one's status at the time when one
applies for benefits? If you are legal
when you apply for benefits, you get
everything that you have contributed?

Mr. NICKLES. The Senator is cor-
rect.

As I mentiond earlier to. a similar
question, the amendment says that an
individual can only receive benefits If
at the time the individual files for
benefits, he or she is either a U.S. citi-
zen or is legally living In. the United
States.

Mr. GORTON. But once they have
made that showing, their benefits are
based on their entire work experience,
even that during the time in which
tiey were ifiegal?

Mr. NICKLES. The Senator is cor-
rect.

Mr. GORTON. I thank the Senator.
Mr. DOMENICI. Mr. President, will

the Senator yield?
Mr. BRADLEY. Mr. President, will

the Senator yield for a question?
Mr. NICKLES. I am happy to yield

to the Senator from New Mexico.
Mr. DOMENICI. Mr. President, in

responding to the distinguished Sena-
tor from Washington, the Senator
from Oklahoma said that the status
will be determined at the time they
apply and show their citizenship. I
have a problem because I do not know
whether we can devise any acceptable
procedures to carry this amendment
out.

Those applying for benefits wou1d be
required to show proof of citizenship
or legal alien status, which wa the
question that the Senator from Wash-
ington just addressed.

Unfortunately, Senator, there Is no
system for doing that. Existing immi-
gration documents are not adequate.
Immigration kits now exist, which con-
sist of forged documents. Social secu-
rity personnel are going to pass judg
ment on who is and who is not a legal
alien. Frankly, coming from a State
which has a very large percentage of
Hispanics and which is on the border,
I am very disturbed about how we are
going to devtse a system that does not
have Hispanics who apply, run
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through some special kind of check to
see if they are citizens or not.

Mr. NICKLES. It is really not as
complicated as it may appear. Appli-
cants will either show that they are
American citizens or that they are le-
gally m this country. That would take
care of your concerns, wou1d it not?

Mr. DOMENICI. No, it would not.
What do you make beneficiaries do
now if they are applying? What do you
make them do to show proof f they
are entitled now? They do not have to
produce an American citizenship docu-
merit; they have an earnings record
and a social security card.

Mr. NICKLES. That is part of the
problem. There is no control. Criteria
for receiving social security benefits do
not include legal status in this coun-
try. The social security system we
have was designed to benefit American
workers primarily or persons working
legally in the United States. Many
beneficiaries do not fall into either
one of these categories and they are
receiving a sum of dollars draining the
system.

A person coming into the United
States has to receive from the Depart-
ment of Labor a permit to work in this
country, showing they are working le-
gally in the United States. This can be
shown as viable proof of legal status
for benefits. I am not saying that what
we have is perfect. But, what we can
do is eliminate a lot of the benefits
that are going to individuals who are
leaving the country after having been
found to be illegally in the country.
Now, when Immigration finds them,
they leave, but under law continue to
receive benefits.

Mr. DOMENICI. Then you are
saying that basically you do not know
precisely what procedures are going to
be used, and you do not have one pres-
ently on the books. Who is going to
devise it?

Mr. NICKLES. We have talked to
and worked with the Legal Counsel of
INS. We have worked with the Social
Security Administration, both of
which are supportive of our efforts.

Our original legislation has been re-
fined so that it can be done adminis-
tratively by the appropriate Depart-
ments. We have coordinated with both
INS and with SSA to come up with
something that would give the needed
flexibility.

I might add that the second part of
our amendment only assures that SSA
has the proper authority and mandate
to stop benefits which might go to
aliens who have been found to be
living and/or working in the country
illegally,

The effective date on this provision
is after December 1984 because Immi-
gration has requested adequate time
to get their computer system ready for
this kind of cross-check.

We also put in a provision which
says, "Nothing in this section shall
prohibit current enforcement mean-
ures," because we did not want to stop
SSA of INS in their current activities
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to stop benefits when an alien is de-
ported.

Mr. DOMENICI. But that only ad-
dresses the issue of Immigration send-
ing evidence to Social Security. My
question has to do with proof of citi-
zenship up front. Are you changing
that from current law? You Just de-
scribed how you might get stricken
from the rolls if INS advises that they
have somebody on the rolls who is il-
legal. My question has to do with
qualifying from the beginning, not
how you get taken off. Are you chang-
ing the requirements up front? For ex-
ample, somebody is going in now and
applying: Are you changing the law as
to what they must use as proof that
they are entitled to social security?

Mr. NICKLES. That is the first sec-
tion of our amendment, Senator.

Mr. DOMENICI. You are changing
the law.

Mr. NICKLES. Yes. We are saying
that a person cannot receive benefits
unless he is an American citizen or is
living in the United States, legally.
This is the prospective portion.

Mr. MELCHER. Mr. President, will
the Senator yield?

Mr. NICKLES. I would be happy to
yield.

Mr. MELCHER. As one of the co-
sponsors of this amendment, let me
say that the intent is not to create a
barrier that might be envisioned by
some of the questions asked by indi-
vidual Senators, but to create the
mechanism of showing that those who
are not citizens have either derived
their jobs by way of the blue card or
the green card, that is the green card
from Immigration that it is OK to try
to stay and receive a Job or the blue
card from the Department of Labor
authorizing them to be able to work in
a certain position.

It is an attempt, the amendment
simply attempts, to close the drain of f
of social security for those who have
not complied. It does not, I do not be-
lieve, attempt in any way to Or create
a restriction for somebody who was
not a citizen but who legally worked in
the country, had a job and diligently
performed that work for years. There
is nothing to prevent that individual
from receiving benefits.

Mr. CHAPEE. Mr. President, will
the Senator yield for a question?

Mr. NICKLES. I would be happy to
yield for a question.

Mi1. CHAPEE. I appreciate the senti-
ment in which this amendment has
been offered by the Senator from
Oklahoma, who has been concerned
and has given a lot of attention to
these matters, and justifiably so.

Let me just say about the amend-
ment that this is the type of amend-
ment that if squared away completely,
if we had hearings on it, if we com-
pletely understood it and the concerns
that have been voiced here on the
floor were taken care of, this is the
type of amendment that would pass.
In other words, I do not think it Is nec-
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essary to have this amendment, at-
tached to the social security bill in
order to have it passed. It could ie de-
ferred, and we would have a chance to
review it and have hearings on it in
the Finance Committee, and then
come up, after careful consideration,
and take care of. the problems that
were voiced on the floor.

But let me just say to the Senator
from Oklahoma this whole area is
fraught with difficulties.

I am amazed that the Commissioner
wrote the Senator this letter on
March 18, because the Commissioner
appeared before our committee on a
simpler matter; namely, the payment
of benefits to legal aliens. In this legis-
lation that is before us on the floor, it
provides that legal aliens who return
overseas, in other words do not remain
residents in the United States, can
only collect for benefits what they
have put into the fund plus interest.
In other words, they cannot even col•
lect the employer's contribution.

Mr. Svahn was present when we
were considering this and certainly did
not take a position in favor of it. He
voiced some concerns about the ad-
ministrative problems. But the admin-
istrative problems that are involved in
the Senator's amendment are far more
difficult.

It seems to me, if we should adopt
the Senator's amendment on the floor
today, which I hope we will not and I
hope the Senator will not press it, we
are going to cause, I think, consider-
able hardship and unfairness to a host
of people who are unable to prove cer-
tain facts going into the distant past.

It is a fact there has never been a
hearing in the Finance Committee or,
I believe, in the House Ways and
Means Committee—and I cannot tes•
tify to that—on this matter. As a
matter of fact, when this came up
before the Ways and Means Commit-
tee, it was deferred on the insistence
or the urging of Mr. PIcKLE because
there had not been hearings on this
matter. So it is not in the House bill.

In the Senate bill it was brought up
and many of us felt—we are dealing
solely with legal aliens and the pay•
ment to them overseas—and many of
us felt that it was improper to proceed
without more consideration with the
difficulties involved.

Now the Senator is coming forward
on the floor of the Senate with this
amendment which, as has been point-
ed out with various arguments—and I
am anxious to hear what the Senator
from Wyoming, who has worked long
hours on this in connection with his
immigration measure, has to say. Here
out of the blue comes this measure. I
think we are going to do great hard-
ship to a host of potential benefici-
aries.

Let me also say this: Never before, as
I understand it, in the social security
system, have we provided that those
who pay in do not get their benefits.
But that may be right. Perhaps it is
correct. Perhaps in this group of II-

legal aliens. I cannot see that you
make any provisions for those who
come in illegally who subsequently
become legal. But set that aside,
maybe we want to take that step. But
I think it is a step we ought to only
take after careful consideration and
hearings on it.

It may well come out the way the
Senator wants or a slight variation,
but this is the type of amendment
that can be considered separate from
this bill and will certainly have a good
deal of attention and I believe support
normally from this body.

So I hope the Senator will not press
his amendment.

(Mr. DURENBERGER assumed the
chair.)

Mr. MITCHELL. Will the Senator
yield for a comment on the point just
made?

Mr. NICKLES. I will be happy t.o
yield th floor unless the Senator has
a question to me.

Mr. MITCHELL. I will put it in the
form of a question.

As the Senator from Rhode Island
indicated, the committee dealt with
the problem of noncitizens who are
not residents receiving social security
benefits. In this legislation now pend-
mg before the Senate is a provision
that limits the benefits paid to aliens
who are not residents of the United
States to the amount that they paid
into the system plus interest. It is, I
believe, applicable to aliens who were
in this country legally or illegally.
There is no distinction between them.
Therefore, that provision already in
the legislation appears to take care of
the principal concern expressed by the
Senator from Oklahoma of an illegal
alien who is discovered by the Immi-
gration Service and is ordered to leave
the country and subsequently leaves—
and the Senator has expressed a legiti-
mate concern—and then, going back to
the country of origin, receives benefits
the same as other social security
beneficiaries which generally results
in a return far greater than the
amount of taxes paid.

I ask the Senator: Since that con-
cern is already addressed in the legis-
lation, is there any other reason to
pursue ttds particular amendment? As
I understood it, that was the Senator's
principal concern in response to the
questions raised here tcday.

Mr. NICKLES. I appreciate the Sen-
ator's question. The Lugar amend-
ment, which passed and which I co-
sponsored, did curb the amount of
benefits. There has been a growth of
benefits in some cases for those who
were living abroad and receiving social
security. I supported provisions to
curb that growth. However, those were
persons who were legally working in
the United States.

Our amendment addresses those
who are working illegally in the
United States and who Immigration
has deported.

What we are trying to do is say that
if Immigration finds a person working
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illegally, then t I c- offid los t i vir
benefits.

The other aspt bill, the
prospecUve part, I think i much
greater and more important. t insures
that this abuse dce not happen in the
future. In other words, if a alien is
working illegally in the United States,
they probably wouid not even apply
for social security because they would
say, Wait a minute, I am going to
have to show I was legally working in
the United States."

Mr. MITC1ELL. I would say it is my
understanding—afld I think it ought to
be checked—that the provisions in the
bill now do not distinguish between
aliens who work legally and those who
work illegally in this country, but
rather the only distiiiguishing factor is
whether or not the beneficiary is an
alien and no longer resides in this
country; that is, the distinction that
the Senator ha suggested between
the provisions in the bill and his
amendment do not, according to my
understanding, in fact, exist in the
bill. I think that ought to be checked.
Obviously, if I am incoriect I will
stand corrected,

But I was involved in the committee
discussions, as was the Senator from
Iowa, who was present at the time,
and I do not recall any mention being
made of limiting the provision now in
the bill only to those aliens who had
been legally in the country. Rather,
the only distinguishing factors are
whether or not they are aliens and
whether or not they are no longer resi-
dents of this country.

If that is so, then it seems to me
that the principal reason for the
amendment of the Senator from Okla-
homa no longer exists if this other
provision remains in the bill.

Mr. NICKLES. Let me explain a
little bit further. There is a reason for
this legislation to exist. Again, I com-
p1iment the work that the Finance
Committee has done in adopting the
Lugar amendment—the existing lan-
guage that is in the bill that is before
us.

However, we would go a step further.
Our amendment would say right now
that when Immigration finds a person
who is working illegally, they will
notify the Social Security Administra-
tion and say, 'This person is working
illegally and should not be entitled to
receive benefits." We make that pros-
pective, It gives them plenty of time to
coordinate their computers. The
amendment tells Immigration to work
with Social Security. And, by January
1, 1985, the two agencies would be able
to coordinate their efforts on this
matter.

Let me go into this a little further.
Currently, an alien can receive a social
security card. They receive it for pur-
poses that they type on the card, not
for work purposes, but they can use it
for credit cards, et cetera. However,
Socia' Security has found that people
use this social security rard, even
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though they are not entitled to work
legally in the United States, to earn
and receive social security benefits.
Now Social Security will be able to co-
ordinate better with Immigration and
say, "We have a person working ille-
gally In the United States," and they
can contact SSA.

Mr. MITCHELL. I understand what
the Senator is saying, that he wishes
to extend the limitation on benefits to
aliens who remain in this country
based upon what their alien status is,
whether they are legal or illegal. All I
am saying is that the argument that
the Senator has been using this after-
noon in response to questions—that is,
that we have to close this loophole
that exists because when illegal aliens
are discovered they then leave and go
back to their countries and continue to
receive benefits—Is not a valid argu-
ment because that loophole is already
closed in the provisions in the bill.

You have other reasons, and I un-
derstand that. The Senator wants to
go beyond the bill.

All I am saying is that it does not
seem to be a valid excuse as an argu-
ment for your amendment to choose a
loophole that is already closed in the
bill.

Mr. NICKLES. If I can go further,
Immigration can find someone work-
ing illegally, and can contact Social Se-
curity. Presently, however, Social Se-
curity would keep sending out checks
if the individuals did not leave the
country. Those checks would still be
received.

Mr. LEVIN. Would the Senator yield
for a question?

Mr. NICKLES. I am glad to yield.
Mr. LEVIN. If at the time a person

applies for benefits they are here le-
gally, and at the time they worked
they were not here legally, would they
receive benefits?

Mr. NICKLES. The answer to your
question, Senator, is yes.

Mr. LEVIN. The amendnient says
the individual can receive benefits if at
the time they can show that they are
an alien who has been legally admitted
Lo work. Under my hypothesis, the
person had never been legally ad-
rnltted to work but had always been il-
legal during that work time, now they
are a legal resident though not a citi-
zen.

Mr. NICKLES. The answer to your
question is if they were not working
and are not currently legally in the
country, then, no, they would jiot.

Mr. LEVIN. The Senator is saying
that he would deny benefits to persons
who are legal residents of the United
States who contributed to the social
3ecurity fund, perhaps for 30 years, be-
cause they were not legal when they
ontrjbuted even though they are
Legal when they apply?

Mr. NICKLES. We mention one of
:wo things: If they are U.S. citize or
.f they worked legally. I see where the
senator is trying to crowd somebody
.n between those two things, but I do
riot see it. as a likelihood.

Mr. LEVIN. I think it is very likely
to work for 30 years and build up an
account with the social security
system. They then may very well want
to become legal residents of this coun-
try so they could receive benefits to
which they thought they were enti-
tled.

For legislative history, however, this
amendment would not permit benefits
to persons who were legal at the time
they apply if they were not legal at
the time they worked?

Mr. NICKLES. Again, I think the
Senator is not interpreting my amend-
ment correctly. If they were U.S. citi-
zens or if they have legally been ad-
mitted to work, then they would re-
ceive benefits. The Senator Is saying
that they were not legal when they
worked, that they worked 30 years ille-
gally and 2 days later they applied for
social security after they had become
legal. If legal means they have Ameri-
can citizenship or have been granted
amnesty or something other than
American citizenship, then I intend
that they would be able to apply for
and receive benefits.

Mr. LEVIN. But that could be 5 or
10 years after their work life has been
completed. They are now here legally
but for the 20 or 30 years that they
worked they were here illegally.

Under this amendment, somebody
who is legally a resident of the United
States could be prohibited and would
be prohibited from receiving benefits
if at the time they worked in the
United States they were here illegally.

Mr. NICKLES. No, I do not think
that is the case. Maybe this will help
clarify the record, however.

Mr. LEVIN. One other question: I
understand the Social Security Adniin-
istration will accept money from
people who are here illegally.

Mr. NICKLES. The Social Security
Administration right now has no crite-
ria for citizenship, legal or illegal.

Mr. LEVIN. So they do accept
money from people who are here ille-
gally.

Mr. NICKLES. The Senator is cor-
rect.

Mr. LEVIN. Under this amendment,
even though they accept money from
folks who are here illegally they will
not pay out any money unless they
became citizens or became legal before
they retire.

Mr. NICKLES. The Senator is cor-
rect.

Let me refer again to the GAO
study. GAO talks about the benefits
paid out in relation to contributions
paid, a ratio of about 23 to 1. In other
words, 23 times the benefits received
for every $1 contributed. That com-
pares to a U.S. citizen of about $5 re-
ceived for every $1 contributed. So we
are still talking about a massive drain
on the social security trust fund.

Mr. LEVIN. On that point if' the
Senator will yield for a further ques-
tion. Does the Senator provide that
they would return to these folks the
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money contributed to the system if
they do not get the benefit?

Mr. NICKLES. No. If an individual
is working illegally, under present law
they do not get their money returned
and neither would they in this legisla-
tion.

Mr. LEVIN. If the Senator will yield
for one other point, the legislation
says that a person who Is otherwise
entitled to benefits will not receive
them unless they meet this test. My
question is, if you are going to take
away a benefit to which a person Is
otherwise entitled, which they earned,
do you not at least want to return to
that person the amount of money he
contributed to the system? Is that not
minimal fairness, if you take away
benefits a person would otherwise be
entitled to?

Mr. NICKLES. I will answer the
question In the negative. How can a
person earn a benefit if he worked ille-
gally? It Is against the law for the
person to work in the United States.
They are breaking the law.

Mr. LEVIN. Is it against the law to
take his money into social security?

Mr. NICKLES. The person should
not have the job and should not be
contributing to the system in the first
place.

Mr. LEVIN. But is social security
breaking the law by taking his money.

Mr. NICKLES. There is a thought.
Mr. MOYNIHAJi. Will the Senator

yield for a comment?
Mr. NICKLES. I would be happy to,

but I would like to present some con-
cluding remarks.

Mr. MELCHER. Would the Senator
yield for a further question?

Mr. NICKLES. I yield to the Sena-
tor.

Mr. MELCHER. I think it is clear
that Social Security takes the money,
the contribution of both the employee
and the employer, on the presumption
that they are working legally, If we
want to stipulate the social security
should examine all of the employees
and the employers to make sure they
are legal, we can do so. But that prop-
osition has not been presented. Social
security simply takes. a contribution
from the employee and the employer
on the presumption that they are here
legally.
• Mr. MOYNIHAN. Mr. President,

could I speak briefly? The Senator
from Wyoming wants to speak also.

If I may say, it comes with little
grace and Ill-behooves the Social Secu-
rity Administration to suddenly en-
dorse this proposal with respect to il-
legal aliens, unknown quantity, un-
known numbers, unknown locations,
when this very Administrator defeated
by his own testimony in the House-
Senate conference the actions of this
Senate declaring that the Social Secu-
rity Administration should produce a
tamper-proof social security card, a
card which would not be purchasable
on any street corner in El Paso, Texas,
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as it were. 'No," said he, we will not
have anything to do with that."

He prevailed upon the House confer-
ees to turn down the position of the
Senate in this regard. He could not
care less about counterfeit cards.

Now they come along with this
matter which I have to say, in my
view, represents a violation of the 14th
amendment's rights, even of illegal
aliens; it is confiscating property. I
know the Senate Finance Committee,
as the distinguished Senator from
Rhode Island said, would be happy to
have hearings on this. We would be
happy to have the GAO come forward
and tell us what they know, have
people comment on it, listen, think
about the constitutional issues, think
about the whole range of effects
which we do not now understand.

I now would like to cease in order to
hear the Senatorom Wyoming, who,
I hope, will speak.

Mr. SIMPSON. Mr. President, I was
just thinking how opportune it might
be to offer an unprinted amendment
consisting of the Immigration Reform
and Control Act of 1983. This might
be a dandy time to do that. But I shall
not do that.

I am fascinated to hear this very se-
rious debate, and it should be. I have
heard phrases like "fraught with diffi-
culty." "What are we really doing,"
and "What will be the impact." The
good Senator from Michigan outlined
some serious questions. The Senator
from New York makes a fascinating
statement on the social security
system. There is much truth in there;
much truth in what the Senator from
Rhode Island says as well as the Sena-
tor from Montana, and particularly
the Senator from Oklahoma.

Mr. President, I remain absolutely
intrigued and fascinated by the
debate, because it is with a strange
sense of irony that 1 recall last year's
debate when we had the Supreme
Court decision on who should bear the
cost of training the children of illegal
aliens in the United States. The super-
visors of Los Angeles County came to
the subcommittee to share with us
that two-thirds of the children born in
their largest hospital are born to II-
legal alien mothers; and the Los Ange-
les County supervisors are asking, who
will bear that cost?

And now, today, we are justifiably
concerned about the burden on our
social security system created by bene-
fit payments to undocumented work-
ers. There Is so much stuff in this one
that I just say, welcome to the fray.

We already have laws that say if you
are deported, there will be no benefits;
but there is no way for the INS, with
its present personnel, to handle depor-
tation proceedings for the illegal
aliens they apprehand. They do do not
have the personnel to deal with the
numbers. The Chula Vista sector last
week had 5,000 apprehensions in a
single day—along 60-mile segment of
our Mexican border. That is double
any kind of activity like that ever
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under the history of that sector. That
is the situation in the United States
right now.

All of these concerns so ably ad-
dressed by so many various persons
and philosophies jtst scratch the sur-
face of the prob'em created in this
country by a singular national failure.
The first duty of a sovereign nation is
to control its borders, and we do not.

The other irony is the only other
nation on the Earth that does not con-
trol its borders is the United States of
Mexico. The problem on their south-
ern border matches ours.

If we had had the courage to address
the problem of immigration reform in
Congress during the last 10 years, to
follow the only possible solution,
which is employer sanctions against
those who knowingly hire illegal, un-
documented workers, and to provide
some form of employment verification
which is not carried on the person but
only available at the time of new
hire—the only real issue is not how
much do they leave on the table, how
much do they take off, do they do
work that American workers will not
do—we would not have to address
these issues today. The issue is this:
When you have a fake green card and
with that fake green card you receive
a valid social security card, a valid
AFL-CIO card, a valid food stamp
card, a valid medicare card, a valid
driver's license and valid unemploy-
ment insurance coverage, you have
gimrnicked the systems of the United
States and the systems were not built
for that kind of gimmickry. They are
not actuarially able to handle that
kind of gImmickry.

The Social Security Administration
testified one tune that they are not
really concerned about how many fake
cards are out, because at the time
someone sought benefits, they would
have to show up as a live human being
in front of a live interviewer. I said,
"Wefl, that Is one way to run a rail-
road. It is not exactly the way I would
do it."

But we have developed some inter-
esting things. These things and this
matter we grapple with here are the
wholly unpleasant situations that
result from illegal immigration. They
would not be facing us today, nor
would we have the national disgrace of
a furtive, fearful, exploited, illegal
subsociety of human beings number-
ing millions extant in these United
States right now if we faced up to the
root cause of the problem—loss of con-
trol of our borders.

Mr. President, we must adopt meas-
ures which are not nativist nor mean
nor racist but we must reform what
are absolutely absurd, cumbersome
and unworkable immigration laws.

I thought I would get up and make
that little plug for the Immigration
Reform and Control Act of 1983 be-
cause we are going to see that legisla-
tion soon. Markup is coming at the
end of this month. I call upon my col-
leagues to carefully examine the bill,
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which would solve this situation
before us today.

There is never a good time for immi-
gration reform. That I can assure my
colleagues. But the discussion and
debate on amendments such as this
show the strains on our society, the to-
tally inappropriate results that. Will
take place if we continue apatheticafly
to do absolutely nothing and pretend
uncontrolled illegal immigration is
going to disappear. I trust congression-
al maturity might lead us toward some
solution, because the matter will be
before us and will be pressed upon us
again and again and it will never go
away.

Mr. GRASSLEY addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Iowa.

Mr. GRASSLEY. Mr. President,
Members of the body, I think the
appeal by the Senator from Wyoming
to look at the bigger picture is well in
order. On the other hand, 1 am sup-
porting this amendment, and have m
fact cosponsored the Senator from
Oklahoma's aniendment.

I do not know what the Senator
from Kansas will do when he wants to
dispose of the debate on this amend-
ment and the bill. I shall leave that to
him. But I think the effort by the Sen-
ator from Wyoming to look at the
bigger picture needs to be applied spe-
cifically to this aniendment as well.
The amendment is not offered soley in
the vein that we want to save money
from the social security funds, that we
want to make it more sound, even
though it will have that impact, ac-
cording to the GAO report.

The broader picture Is this: There
are many law-abiding citizens of Amer-
ica, people who spend their whole 1ves
abiding by the laws In this country,
and they also have the oddity that
they expect other people to abide by
the law in this country. They see ef-
forts of people who are not law-abid-
ing citizens to dip Into the till and to
threaten the financial soundness of a
system that they pay Into, and they do
not like it.

I think their concern goes even
beyond that and points to something
that ought to concern us. That is the
necessity of reestablishing credibility
in the social security system. People
who are working today, paying into
the system, paying high taxes—every
one of them would ask us who are out
at the grassroots, is there going to be
any money there for them to draw
from?

It is the same way with those citi-
zens who are retired today, drawing
out of the system. They, too, wonder
abut the soundness of the system. It is
not as credible a system with them as
it was one, two, or three decades ago.

Having people who are illegally in
the country who have, legally or ille-
gally, been paying into the system is
not the point. The issue is that some
are illegaBy in this ountry drawing
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out of that system, affecting the
soundness of it, bringing about a lack
of respect for the system, and that is
something we must deal with. That is
a broader picture we have to deal with.
This amendment by the Senator from
Oklahoma just deals with a very small
portion of our effort to reestablish
credibility in the system.

As you think about the people you
meet on the streets of the little towns
and rural areas of your State, stop to
think how many times you have been
asked about people who are illegally in
the country drawing out of the system
and if there has not been a plea for a
stop to be put to practice. This amend-
ment does not deal with the situation
totally, but it deals with it to some
degree. if we would respond affirma-
tively to this problem, as we have tried
to do with other provisions in the bill
now before the Senate, then we would
help reestablish that credibility. That
is the greater concern that we all
ought to have. The Immigration prob-
lem, reestablishing control over our
borders, is a major concern that we
also must have. These issues have a
great deal to do with the credibility of
our political system and our bound-
aries and with our institutions In re-
sponding to those concerns. It is
pretty much the same way with the
social security system.

This system was established 40, 50
years ago, and it is a very Integral part
of the social fabric of America. We
want to maintain it as such. A neces-
gary part of that Is to help everybody
have more confidence In it. So it is in
that vein that I am supporting this
amendment, not because it deals In
any way with the financial soundness
of the social security system.

A broader, more encompassrng provi-
sion is included in the social security
package reported out of the Senate
Committee on Finance which limits
social security benefits to aliens. Its
importance lies not so much with its
revenue impact, but on the signals it
sends to the American public that
Congress is indeed trying to clean up
the administration of this program. I
am extremely gratified that with the
great efforts of the chairman, Mr.
MYits, and the committee staff, we
were able to fashion a provision to
deal with the grevious problem in
social security payments to aBens.
Special notice must also be given to
Senator LUGAR and. his outstanding
leadership in this area.

Finally, I would like to thank Sena-
tor PREssw for bringing to light
some of the very real problems which
exist under current law. We have had
several discussions on the importance
of this measure, and his support has
be€n greatly appreciated. Senator
PRE55LER'S early recognition of the in-
consistencies in the present treatment
of nonresident aliens is to be com-
mended, and I know he joins me in ex-
pressing tremendous satisfaction with.
the remedial language contained in
s, i..

The specific recommendation adopt-
ed by the committee and included in S.
1 would significantly tighten eligibility
requirements for alien workers living
abroad. The bill denies benefits to
alien dependents of alien workers who
were added while outside the United
States. This specific provision gets at
the very heart of the problem where
alien beneficiaries acquire a tremen-
dous number- of dependents after they
have left this country. The bifl also
reconciles several sensitive and com-
plex policy issues by paying benefits to
workers who are citizens of a country
with which the United States has a re-
ciprocal social securitiy coverage ar-
rangement.

For those aliens who continue to
qualify for social security benefits, the
individual would receive benefits until
such time as he had received an
amount equal to what he paid into
social security plus interest.

The need for such legislation has
become increasingly evident over the
past few years. And has been ampli-
fied by the previously mentioned GAO
study outlining the phenomenonaj
magnitude of the problem. Let me
briefly summarize some of the star-
tling findings of that report, 34 per-
cent of all dependenth abroad were
added to the social security rolls after
the wage earner became entitled to
benefits. And approxImately 84 per-
cent of such dependents were aliens.

GAO also discovered alien retirees
have worked less time in covered em-
ployryient and have paid less social se-
curity taxes than the average Ameri-
can worker. Of the 313,000 social secu-
rity beneficiaries living abroad in 1981,
GAO estimated 194,000 were aliens.
Perhaps the most startling flndng was
that where U.S. retirees receive about
$5 for each dollar paid into the
system, the average alien receives $23
in benefits for each tax dollar paid
into social security. It is a disgrace
when the laws of this Natjo allow us
to treat aliens better than we treat our
own citizens. Congress has this oppor-
tunity to tighten up on area of glar-
ing mismanagement in the current
system. It is only appropriate that
during the consideration of such a
monumental reform package as S. 1,
we include this measure which does
not affect a siig1e U.S. citizen. I hope
my colleagues in the House will also
see fit to embrace this long overdue
change.

Mr. NICKLES. Mr. President, I ask
unarirnous consent to have printed in
the REco a letter from the Comniis-
sioner of Social Security.

There being no objection, the letter
was ordered to be printed j the
REc0Rn, as follows:

ThE CoI1Mr5Sio
OF SOCIAL SECURITY,

BaUimore, Md., March 18, 1983.
Hon. DONALD L. NCKLES.
U.S. Senate,
Washington, D.C.

DEAR SENATOR NIcKLEs: As we have dis-
cussed, I agree with your amendment to
deny Social Security benefits to illegal
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aliens. We will work c1csey with the Immi-
gration and Naturalization Service to identi.
fy new Social Security applicants who are II-
legal aliens as well as those who leave the
country tmder threat of deportation.

The kind of amend!nent you are proposing
represents an important first step in the
process of dealing with this serious and
growing prcblems.

We look forward to working with the Con-
gress alter the pending legislation is enacted
to finding ways of dea1hg with the broader
issues involving payment of Social Secwity
benefits to noncitizens and nonresidents.

Slncercly,
Jom A. SvAlnq,

Commissioner.
EZmBIT 1

OF A Pioos RPORT—SROUL
SoCIAL SEC1RITY BiITs BE PAID TO
ALIENs ABROAD Awis WHo Woiu
ILLEGALLY WRILE IN THE UNnti STATES?

(This document Is a draft of a proposed
report of the General Accounting Office. It
was prepared by GAO's staff as a basIs for
obtaining advance reveiw and comment by
those having i-esporisjbjllties concerning the
subjects discussed In the draft. It has not
been fully reviewed within GAO and is,
therfore, subject to revision.

(Recipients of this draft must not show or
release its contents for purposes other than
official review and comment under any cir-
cunistances. At all times it must be safe-
guarded to prevent publication or other ha.
proper disclosure of the Information con-
tained therein. This draft and all copies
thereof remain the property of, and must be
returned on demand to, the Generai Ac-
counting Office.)

DIGEST

In this report GAO examines the circum-
stances under which social security benefits
are paid to alien retirees and dependents
living abroad, GAO also questions the pro.
priety of continuing to allow aliens, who
work in violation of the Immigration and
Nationality Act, to earn social security cred-
its. -

The first issue centers on a set of Congres-
sional concerns that have been voiced from
time to time since the early days of the pro-
gram, and which were expressed by Repre-
sentative (3, William Whtehurst In a 1981
request for a GAO study. The concerns deal
with whether it Is fair and af1othb1e for
the American social security taxpayer to
have aliens work in the U.S. for a re1ative1
short period and then retire to thefr native
lands and recieve benefft3 for themselves
and their dependents for long periods of
time.

The Social Security Act does not restrtct
benefits to aliens o to only peop'e living in
the U.S. However, when socia' security
benefits began In 1840, there were oni.y 100
beneficiaries abroad who received $12,000.
In ii these nunibers had own to 313,000
beneficiaries abroad who reeivtd nearly $1
billion. Of the 313.000 beneciarjes 194,000
(62 percent) were aliens aM most of these
were alien dependents.

GAO found that 34 ei-cent of all depezd.
ents abroad were added to the social secu-
rity rolls after the wage earner became entl-
tied to benefits. About 4 percent of ch
dependents were aliens. (See p. L3.) More.
over, GAO found that lien retfrees abroad
have, generally, worked less time i covered
empJoyment and paid Ies social security
taxes than the average worker.

In 1956 the Congress enacted legislation
designed to curtail benefits to aliens aboad,
but because of the many exemptions includ-
ed in the Iegisjation, it has had little effect.
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The concerns Which prompted the legisla-

tion are still valid today—aliens can work In
the United States for arelatively short time
and then return to their native country and
retire and receive benefits for themselves
and their dependents.

The payment of social security benefits to
aliens not only represents a valid policy
question for the Congress, but also presents
a number of diff1ult and complex issues.
Some of these Issues involve (1) the equity
of treating aliens differently than Amen-
cans, (2) the international reaction by coun-
tries whose citizens will be adversely affect-
ed and the potential retaliatory action of
curtailirg benefits to Americans under their
systems, and (3) the administrative question
of requiring alien workers to pay full FICA
taxes although they might receive benefits
for retirement or disabIlity in a curtailed or
capped amount.

GAO also identified an inconsistency be-
tween the Soc!al Security Act and the 1mm!-
grtion and Nationality Act—a1iens are al-
lowed to earn entitlement to social security
benefits While violating the Immigration
and Nationality Act. Although there are not
complete and accurate data on the impact
that this situation is having on social secu-
rity, GAO estimates that perhaps a billion
dollars a year could flow from the trust
funds to pay aliens on the basis of their il-
legal employment.
CBAPTER 3 ALIENS CAN EARN ENTITLEM1NT TO

SOCIAL SECURITY BENEFITS WHILE VIOLATING
THE IMMIGRATION AND NATIONALITY ACT

The Immigration and Nationality Act pro.
vides for regulating admission of aliens to
the U.S. The Act requires that before aliens
are permitted to enter the U.S. for perma-
nent employment, the Secretary of Labor
must certify to the Attorney General that
there are insufficient U.S. workers Willing,
able, and qualified to perform the work at
the time and location it is to be performed
and that such employment of aliens Will not
adversely affect wages and Working condi-
tions of U.S. workers similarly employed.

The Social Security Act allows aliens to
earn social security insurance credits re-
gardless of their employment or resident
status in the U.S. Section 2 10(a) of the
Social Security Act defines employment for
the purpose of social security credits as any
service performed in the U.S. by an employ-
ee for an employer Irrespective of the citi-
zenship of either. Consequently, aliens Who
are admitted to the U.S. to attend school,
visit, or for other purposes, but not for per-
manent employment, can earn social secu-
rity credits by illegally Working at a job cov-
ered by Social Security. Similarly, aliens
who enter the U.S. illegally can earn social
security credits as a result of employment
during the time of their illegal stay. The ac-.
cumulation of social security credits by legal
and illegal aliens can lead to insured stattis
and entitle them to social security benefits
earned through unlawful employment..

This chapter discusses both legal and il•
legal aliens who might have earned social
security credits While violating the Immigra-
tion and Nationality Act, and the potential
cost of paying benefits to such aliens.

Aliens have illegcdly worked and earned
social security co?x'rag

The number of aliens who have illegally
eiigged in employment and earned social
security credits can not be precisely deter-
mined. Under the Social Security Act a
ware earner's citizenship does not affect his
eligibility to earn social security credits and,
for that reason. SSA has not maintained
data on the citizenship of all workers who
pay social security taxes. SSA has some in-
formation on legal ailens who have vio'ated
their immigration status by engaging in em-

ployment, but it does not have such data on
aliens Who have entered the U.S. illegally
and engaged in social security-covered em-
ployment during their illegal stay.
Legal Aliens Working Illegally in the United

States
According to SSA's statistics, about

289,000 1egl aliens have engaged in employ-
ment covered by Social Security since 1974.

UnU1 1974, SSA made no distinction based
on citizenship when issuing a social security
ca'd. Beginning in 1974, as was required by
the Social Security Amendments of 1972,
SSA began issuing social security cards to
legal aliens who requested them for "non-
work purposes." These purposes included
opening bank accounts, registering for
school, and obtaining a driver's permit.
When SSA issued social security cards for
such non-work purposes, it coded its enu-
meration records to indicate that these
SSN's were for non-work purposes.

In 1975, SSA discovered that social secu-
rity-covered earnings were being reported
under many of the SSWs that Were issued
for non-work purposes. This was not a viola-
tion of the Social Security Act, but SSA did
gather statistical data on these incidents
and shared the information with the 1mm!-
gration and Naturalization Service (INS),
since these alien wage earners were appar-
ently violating their Immigrant status. This
Information flow Was discontinued after the
enactment of the Tax Reform Act of 1976
because of questions regarding interagency
transmittal of taxpayer information. These
questions were resolved in 1982, and SSA
plans to transmit the Information on aliens
who worked illegally since 1976 to INS and
will resume transmitting Information to INS
on aliens who are illegally working in the
U.S.

Also, SSA has begun noting "for non-work
purposes" on the face of new social security
cards Issued to legal aliens If they are not
permitted to work in the U.S.

Illegal Aliens Working Illegally in the
United States

The exact number of illegal aliens who
have entered and worked in the U.S. and
earned social security credits cannot be de-
termined. This occurs, in part, because II-
legal aliens conceal their illegal immigrant
status when they apply for social security
cards. When they are successful in obtain-
ing social security cards, those cards and
numbers cannot be distinguished from le-
gitimate ones. Therefore, Uttle is known as
to the number of illegal aliens who have
earned social security credits under fraudu-
lently obtained social security cards, or
those who have worked and paid taxes
under someone else's SSN.

Various studies, including one by GAO,'
have developed estimates of the number of
illegal aliens in the U.S. The estimates
range from 1 to 12 mfflion, but the most
widely accepted range is from 3.5 to 6 mIl-
lion. One study showed that between 85 and
88 percent of a group of illegal 1iens who
were interviewed had been employed while
residing in the U.S. and had paid social secu-
rity taxes on their earnth.gs.2
Potential cost to social security due to

aliens engaging unlawfully in covered em-
p!oyment
Despite the statistical limitations of the

various ifiegal allen studies, one can deve'op
a rough estimate of the impact on the social

Problems and Options in Estimating the Size of
the Iileg Allen PopulatIon: September 24, 1982
(IPE—82-9). p. li. 10-it.

Dacid North and Maron Houstoun (31), 'The
CiaracteritCS and Role of Illegal Aliens in the
U.S. Labor Market: An xplortOry Study." March
1976. p. 1O.
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security trust ftnds ci payments to iiega1
aliens. To illustrate such potnti tpact,,
we used the lower r.ng& of the most wde1y
quoted illegal alien popu1at!on st!nzte (3.5
mil1ion) and the lower estimate of tho;e U.
legal aliens who had been employed while in
the U.S. and paid social security taxes (65
pea-cent). We chose the lower rance of the
estimates because of uncertainties as to the
statistical reliability of these estimates.
Using these data, we estlrnatcd that iroin
2.2 million aliens had wor&ed In social se-
curity covered employment and had re
ceived some social security credits.

It is unknown how many of these wage
earners have earned sufficient quarters of
credits to be eligible for disability or retire-
ment benefits. There are no reliable data on
social security payments made to aliens as a
result of their unlawful employment. None-
theless, we developed three estimates to
show the potential annual ccsts to the trust
funds if 10, 15, and 25 percent of the illegal
alien workers had qualified for and were re-
ceiving benefits in 1981. We used the aver-
age alien family benefit rate ($4,160) for
aliens abroad in 1981 to complete the esti-
mates. Our estimates show the following
cost ranges:

$.9 billion (if 10 percent of the illegal
aliens hd qualified for social security),

$1.4 billion (if 15 percent of the Illegal
aliens had qualified for social security), and

$2.3 billion (if 25 percent of the Illegal
aliens had qualified for social security).

Applying these same assumptions and the
10-percent estimate to the legal aliens who
Wave unlawfully worked in the U.S.. adds
another $.1 billion cost to the trust funds.'
Therefore, legal and Illegal aliens combined
could cost SSA about $1 billion per year as a
result of unlawful employment if only 10
percent of the aliens working illegally even-
tually receive benefits.
Should social ecurttij benefits accrue from

unV'wful employment?
In 1954, a bill was introduced in the Con-

gress (HR 9366) whIch said, in part, that
earnings derived from covered employment
by individuals during periods when they
were unlawfully residing in the U.S. would
not be used in establishing eligibility for, or
the amount of, social security benefits. Fur-
thermore, the bill said these earnings would
be deleted from such individuals' earnings
record upon the Secretary's receipt of noti-
fication from the Attorney General of an
allen's periods of unlawful residence in the
U.S.

These provisions were deleted from the
bill, however, by the Senate Finance Com-
mittee after it received the Secretary's com-
ments on the feasibility of its implementa-
tion. The Secretary endorsed the objective
of these provisions, but he opposed enact-
ment on the basis of the disproportionate
administrative burden it would impose on
the Department and SSA, compared to the
benefits that might be realized. He noted,
for example, that he would have received
900,000 notifications of unlawful employ-
inent in 1953 and earnings from such em-
ployment would have had to be deleted
from the aliens' Social Security earnings re-
cords—a task he thought too administrative-
ly burdensome to accomplish.

The subject of aliens who might earn enti-
tlement to social security benefits while
either unlawfully residing or unlawfully

° 3,500,000 x.65
This is the product of 289,000 (legal alien work-

ets)xS4.160X .10.
° the Secretary" refers to the &cretary of the

)Departrnent of Health, Education, and Welfare:
currently the Secretary of the Department of
Htalth Human Serc'.
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working in the TJ.S. was discussed during
hearings belore the House Subcommittee on
Government Operations in November 1973.
A Member of this Committee stated, in part,
that it seemed a'most incongruous that
aliens could participate in illegal activity—
working in violation of the Immigration and
Nationality Act—and earn social security
benefits. If their status had been known,
they would not have been permitted em-
ployment, tnstead they might have been de-
ported. If aliens are formally deported for
illegal work in the U.S., they do not receive
benefits. The member of Congress asserted
that these wages/earnings were, in effect, il-
legally obtained with regard to the 1mm!.
gration and Nationality Act. He further
stated that If the employment upon which
the entitlement is based was illegal, the law
should require that the benefits be disal-
lowed.

If legal resident and employment status
were required in order to earn social secu
rity credits, we believe SSA could enforce it
by implementing a two-phase process. In
the first phase, SSA could delete any earn-
ings and credits derived from such earnings
when it discovers that an alien has reported
earnings while violating the Immigration
and Nationality Act.

The second phase of the enforcement
process could be applied when aliens or
their surviving dependents file application
for benefits. At that time, SSA could require
that sufficient evidence be provided by the
claimant that the wage earner was in legal
alien status and was authorized to be em-
ployed when his social security credits were
earned. Otherwise, no credits would be al-
lowed for earnings during any calendar
quarter in which the wage earner was in vio-
lation of the Immigration and Nationality
Act.

Conclusion
The Social Security Act does not prohibit

aliens from earrnng entitlement to Social
Security benefits based on earnings derived
from covered employment in the U.S., even
if the individuals were illegal residents, or
legal residents who had engaged in unau
thorized employment.

Under the Iffimigration and Nationality
Act, both types of aliens may be deported if
discovered for illegal entrance or violating
their immigrant status by engaging in unau-
thorized employment.

There is a gap between the provisions of
the Social Security Act and the Inimigra.
tion and Nationality Act, which allows
aliens to earn entitlement to Social Security
benefits while violating the Immigration
and Nationality Act. Consequently, millions
of aliens both legai and illegal may have en-
gaged, in unauthorized employment and
earned entitlement to Social Security bene-
fits. The effects that benefit payments to
these workers could have on the trust funds
depend on their numbers and benef erels.

The Congress may wish to canider
whether aliens who work illegally in the
U.S. should be allowed to earn entit]ement
to social security benefits for such work. If
the Congress decides that aiien shoWd uct
earn credits for illegal work, it could rQuh'e
proof of legal immigrant status before beiie-
fit are paid.
0 Mr. MATTINGLy. Mr. President, I
am pleased to support the efforts of
the Senator from Oklahoma which
rectifies inconsistencies in current law
Concerning social security payr-ents to
individuals who have worked in Amer.
ica illegally, Spnator NICXLES' emend-
merit will give th oia1 Security Ad-
ministration authority to stop pay-
ment of benefits or credits from going

to any alien who is in violation of U.S.
employment and resident laws. In ad-
dition, it would require the wage
earner or dependent to provide suffi-
cient evidence to the Social Security
Administration that vestige in the
system was earned while working and
living legally in the United States.

Time and again throughout the past
few weeks, as I have discussed the
crisis the social security system is
facing with citizens from Georgia,
they have expressed their frustrations
over misuse and abuse of the prog'am.
Often, they have mentioned this very
issue, the payment of benefits to il-
legal aliens. The citizens of America
realize that those who operate outside
of the laws of this Nation should not
be allowed to reap the benefits of Fed-
eral programs designed to aid our citi-
ens. I believe recognition of this fact
and action by the Congress is long
overdue. Again, I am pleased to co-
sponsor the amendment of my col-
league from Oklahoma..

Mr. WARNER. Mr. President, as a
cosponsor of this amendment, I rise to
urge my colleagues to adopt its provi-
sions. I had previously cosponsored
the Senator from Oklahoma's legisla-
tion, 5. 595, which would accomplish
the purposes of this amendment, and
would also reduce benefits to aliens
living abroad. The average alien
abroad has been receiving $23 dollars
for each dollar contributed, compared
to the average American wage earner
receiving $5 for each $1 contributed.

The purposes of the latter aspect of
S. 595 wa adopted by the Senate Fi-
nance Committee in their recommen-
dations for this bill. I commend Sena-
tor LUGAFt and the members of the
committee for thIs action.

The Government Accounting Office
estimates that illegal aliens ü America
may be receiving from $900 million an-
nually in social security benefits to
$2.4 billion annually. When Americans
are asked to make the sacrifices we areasking in this difficult compromise
package to save the socia1 security
sytern, how can we allow aliens who
have worked illegally in this country,
who have perhaps prevented Ameri-
cans from receiving gainful employ-
ment during this time of high unern-
pioyment, to skim possibly $2 billion
from the depleted social security cof-
fers?

I applaud my friend, the Senator
fi•om Oklahoma, for introducing both
the 1egiIatjon and this amendment to
resolve glaring inequities in the cur-
rent law. These ineuitjes no doubt
evolved unint.entionafly but they are
Inequities which I am sure most
Ainerjcs will want corrected now.

Mr. LEVIN. Mr. Prs!dent, 1 wrtt to
vcice my opposition to the amdment
offered by Senator Nicii from
which would eliminate social securitybenefits for some indivdua1s who
worked and contributed to the social
security system while they were in this
country illegally.
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I share the Senator's concern of not

encouraging or rewarding i11ega immi-
gration into this country. However, I
could not support his amendment be
cause it was overbroa and cofisca
tory.

I can understandj why someone
might want to stop the payment of
social security benefith to ndivdua1s
who are m this country illegally at the
time that they are receiving the bene-
fits.

But it is unfair to depilve an ndivid
ual of social security benefits who ha
paid into the system for a number of
years and who is now in this country
on a legal basis, because they were
here illegally when they were working.
For example, under the amendment, it
would be possible for an individual to
come into this country illegally and
work for 40 years. During that entire
time, they could have paid scia1 secu
rity taxes. They could then go back to
the home country for a few years, and
then be readmitted to this country le-
gally based on family bonds which
may have been established earlier.
Under the Nickles amendment, this in-
dividual would be ne1igib1e forreceiv.
ing social security benefits. The
amendment specifies that benefits
could only be collected if the individu-
al can show that he is a US. citizen, or
was once a U.S. citizen but has re1in
quished that status, or was once an
alien who has legally admitted to work
but gave up that status, or is now an
alien who has been legally admitted to
work. In the example I cited it s poss-
ble for an individual not to meet any
of these criteria. Specically, al-
though the 70-year-old indvthia1 may
be in this country legally now, he or
he was adrnftted because of family
bonds and not adrriltted to work:' i
find it hard to believe that the authors
of this amendment intended this
effect, but it is the effect, neverthe-
less.

Also, this amendment is confiscatory
because it would prohibit the payment
of any social security benefits which
are based on those workthg periods
during which they were hii this cotrn-
try illegally. In this case, the individu-
al would not even -be able to receive
that portion of the social security
benefits which were made up totally
of their earlier contribution into the
system.

I, therefore, oppose the adoption of
the Nickles amendment, eves though I
share some of the fntratjon and
anger of people wfth the present
system and believe we shou thid
equitable ways of avoidiing rewaFds o
ncouragernen fo megal mrnigra-tion.

Mr. MOYNIHAN, Mr. Presfdent 1
cannot speak for the 'jn
Dance but I certainly krw the sentf-
ments o its mernber aid that this is
a serious subject. We have made
major provision in the present law
with respect to illegal aliens residing
abroad and recekng benefits, one
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which involves in effect taking from
them their employer contributions,
which were certainly a property right
as far as I am concerned, but we did
anyway. There is much to be learned.
The Senator from Wyoming has
spoken eloquently and calmly about
the complexities, Wc will address
those complexities in hearings and in
orderly legislation which this b9dy will
not fail to take up, I am sure. There-
fore, Mr. President, without prejudice
to the provisions of the amendment as
such but because we do tiot know
enough about the subject and must
learn much more, I move to table the
aniendment and ask for the yeas and
nays

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

clerk will call the roll.
The legislative clerk called the roll.
Mr. STEVENS. I announce that the

Senator from Indiana (Mr. QUAYLE) Is
necessarily absent.

I also announce that the Senator
from Maryland (Mr. MATHIA5) is
absent due to an illness in the family.

Mr. BYRD. I announce that the
Senator from Arkansas (Mr. BUMP-
ERs), the Senator from California (Mr.
CRANSTON), the Senator from Colorado
(Mr. HT), the Senator from South
Carolina (Mr. Hou.ING5), and the Sen
ator from Georgia (Mr. Nuww) are nec-
essary absent.

I also announce that the Senator
from Delaware (Mr. BID) is absent
because of Illness in the family.

The PRESIDING OFFICER. Are
there any othe'r Senators in the Cham-
ber who desire to vote?

The result was announced—yeas 34,
nays 58, as follows:

(Roilcall Vote No. 34 Legi
YEAS—34

Bimtsen Hecht Mitchell
Bingaman Heinz Moyn1hn
Bradiey Inouye Pell
Chafee Jackson Proxmlre
Danforth Kassebauin Sarbanes
Denton Kennedy Simpson
Dodd Lautenbeag Specter
Dole Laxalt Stafford
Domenici Levin Tower
Durenberger Lugar Tsongas
Eagleton Matsunaga
Glenn Metzenbautn

NAYS—58
Abdnor Gorton Percy
Andrews Gra8sley Pressler
Armstrong Hatch Pryor
Baker Hatfield Rand1ph
Baucus Rawk1n Riegle
Boren Hethn Roth
BochwitZ Helmz Rudman
Burdck Huddlestofl Sasser
byrd Htimpthey Stennis
Chiles Jepsen SLecens
Cochrau khnstoi Smim
Cohen Kasten Thurmond
D'Arnato Leahy Triblt
DeConc1n Long Wallop
Di<on Mattingly Warner
East MeClaire Wecker
Exon Icher Wilson
F,rd Murkowski Zorinky
Garn Nickies
Goldwater Packwood
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So the motion to lay on the table
Mr. NICKLES' amendment (UP No. 92)
was rejected,

Mr. DOLE. Mr. President, I wonder
f we might agree to accept this
amendment based on the tabiing
motion. I have discussed it with the
proponents and, opponents of the
amendment. There is no similar provi
zion n the House-passed bill.

I cn understand some of the con
cerns that have been expressed. !
think even the author of the amend-
ment indicates that there is one area
that he is willing to address.

If we might do that, I think we could
take care of some of the concerns in
the conference.

The PRESiDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Ok'ahoma.

The amendment (UP No. 92) was
agreed to.

Mr. DOLE. Mr. President, I move to
recoiisider the vote by which the
amendment wa agreed to.

Mr, NICKLES. Mr. President, I
move to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. BYRD. Mr. President, I will take
a minute.

Given the importance of the legisla-
tion before us today, I would like to
take a moment to state for the record
the reason why my good friend and
colleague, Senator BIDEN, is not able
to be present for this session.

Senator BIDEN, as we all know, com-
mutes daily from his home In Wil-
mington to Washington. As his train
arrived this morning, he was greeted
by the news that one of his sons had
suffered a dislocated hip in a sports
accident at school and had been
rushed to the hospital, where he
needed to be put under general anes-
thetic to have the hip put back in
place.

As any good father or grandfather
wou1d Senator BIDEN immediately
took the next train back home and is
with his son now at the hospital.

I am happy to report that the Sena-
tors son is doing well, and I know that
we all wish him a speedy recovery.

I yield the floor,
The PRESIDING OFFICER. The

question recurs on the motion of the
Senator from Rhode Island, amendS
merit Nc. 88.

Mr. DOLE. Mr. President, will the
Senator yield for 1 second?

Mr. METZENBAUM. I yield.
Mr. DOLES The Senator from

Kans understands first the Senator
from Ohio, Senator METZENBAUM, has
ar amendment pending. That will be
modified by n amendment by Sena-
tors PERCY, ThXON, and LEvIN. When
that is completed—and I understand
the itngushed Senator from Okla-
homa will speak in opposition to the
amgndment—we have an amendment

Wrch 18, izi,;'
from the distingu1he Senators on
Kentucky, Senatr Fo and Hi-
LEsION. That wll be co?d b a
loquy between rnysi ad thc St'or
from Kentucky, Senator Fonn. i hat
will be followed by an ameudnertt by
the distinguished rninorty leader, to
which I am not certain there is no ob-
jection, followed by an amendment of
the Senator from Kansas.

I think, depending on he 'ength of
debaLe, if we can just stay on this area
we might take care of a lot of the un-
emp1oymett matters now.

UP .NDMENT NO. 88 AS MODIFIED

Mr. METZENBAUM. Mr. President,
I have an amendment pending at the
desk and I row ask unanimous consent
that I be permitted to send a modifica-
tion of that amendment to the desk
with the understanding that the Sena-
tors from fllinois and the Senators
from Michigan may be permitted to
reinsert the language which will be de-
leted from my amendment by modJ.fi-
cation, and without unanimous con-
sent being granted I am informed that
it would violate the rules of this body,
and it ts for that reason that I ask
unanimous consent.

The PRESIDING OFFICER (Mr.
COCHRAN). Is there objection to the re-
quest? The Chair hears none, and it is
so. ordered. /

Mr. METZENBAUM. Mr. President,
I send an amendment to the desk on
behalf of myself, Senators RIEGLE, and
LEVIN.

The PRESIDING OFFICER. The
clerk will report the amendment, the
modification.

The assistant legislative clerk read
as follows:

The Senator from Ohio (Mr. METzENBAUM)
proposes a modification to his amendment
numbered UP 88.
• Mr. METZENBAUM. Mr. President,
I ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

The amendment, as modified, is as
follows:

On page 236, line 7, strIke out "30" and
insert "25".

On page 236, line 9, strike out "40" and
insert "35".

On page 237, line 9, strike out "30" per-
cent, 40 percent, 50 percent, and insert "25
percent, 35 percent, 50 percent"

On page 237, line 12, strIke out the quota-
tion marks and the second period.

On page 247, between lines 12 and 13,
insert the following:

"(9) Any interest otherwise due from a
State durthg a calendar year after 1982 may
be deferred (and no interest shall accure on
such defrrec interest) for a grace period of
not o eeed 9 months if, for such calendar
yezr th which the Interest was due, the
State had an average unemployment rate of
13.5 percent or greater.".

Mr. METZENBAUM. Mr. president,
the purpose of this anendment and
the modifications which are to be sug-
gestec which are th be otered, in a
second degree by the Seaator from 11-

Biden
Bumpers
Cranston
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linois and the Senators from Michigan
and, I believe, the Senators from Ken-
tucky as well, deal with a problem that
has arisen by reason of the loans that
have been made by the States from
the Federal Government in order to
continue to meet their unemployment
obligations, and the Finance Commit-
tee, in its wisdom, has seen fit to pro-
vide some assistance but, at the same
time, it provided some conditions in
connection with the repayment of
those funds. According to the commit-
tee report the bill requires State law
changes which both increase revenues
and decrease benefits by a total of 30
percent the first year, 40 percent the
second year, and 50 percent the third
year in order that the State may quali-
fy for deferral of interest payments.

My amendment would change those
numerical figures to 25, 35, and 50 in-
stead of 30, 40, and 50.

The committee report stated that
for Interest due October 1, 1983, the
change would have to affect benefits
and taxes in calendar year 1984.

The committee bill is silent as to
which calendar year the States' action
must affect in order to qualify for de-
ferral. -

I now address this comment to the
manager of the bill if I may have his
attention for just one moment, if I
could have the attention of the man-
ager of the bill for one moment, Sena-
tor Dox—I apologize to the Senator
from Nevada—it is my understanding
that in determining if a State qualifies
for the deferral for interest due Octo-
ber 1, 1983, you look at the effect of
the benefits and the tax changes in
calendar year 1983, and I believe that
my interpretation of that conforms
with the staff on that subject. Would
you confirm that for me, please.

Mr. DOLE. Yes; that interpretation
is a proper one, 1983 would be the base
year used for a determination on de-
ferral of the interest owed in that
year.

Mr. METZENBAUM. I thank the
Senator from Kansas.

Now, another part of my amend-
ment would provide that a State with
high unemployment would be able to
qualify for a 9-month grace period in
which to remit the interest charges
which are due. A State would qualify
for thi$ relief only if it has an average
adjugted unempoynt rate of less
than 13.5 percent for the 12-month
period immediately preceding the date
on which the interest is otherwise due.

I hope the Senate will see fit to
adopt the amendment but I believe
there are two other portions of my
amendment that I very strongly sup-
port, and it is now my understanding
that the Senator from Illinois on
behalf of himself, Senator DIxoN and
myself is prepared to offer that lan-
guage that was originally in our
amendment and has been set aside in
order to accommodate the Senators
from Illinois.

Mr. PERCY. Mr. President, I thank
my distinguished colleague and my

fellow midwesterner from Ohio for
yielding for this purpose.

UP AMENDMENT NO. 93 TO UP AMENDMENT NO.
88 As MODIFIED

(Purpose: To provide that deferred interest
shall not be subject to further interest.)
Mr. PERCY. Mr. President, I send

an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report the amendment.

The assistant legislative clerk read
as follows:

The Senator from Illinois (Mr. PERCY), for
himself, Mr. DixoN, Mr. MTZAUM, Mr.
HEINZ, Mr. GLENN Mr. Boschwrrz, Mr.
Frnw, Mr. HUDDUSTON, Mr. Ruqot.pa, and
Mr. SPEcTER, proposes an unprintd amend-
ment numbered 93 to Mr. MZE'IBAIJW5 Un-
printed anendment numbered 88.

Mr. PERCY. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
At the end of the amendment offered by

the Senator from Ohio add the foil owing:
On page 235, lines 12 through 14, strike

out "Interest shall accrue on such deferred
interest in the same manner as under para-
graph (3)(C)." and insert "No interest shall
accrue on such deferred interest."

Mr. PERCY. Mr. President, the
pending amendment that I have at the
desk I offer on behalf of my distin-
guished colleague, Senator DIXON,
who is the principal cosponsor. I wish
to state that he has worked on every
aspect of this problem with me. His
vast experience in the Illinois govern-
ment caused him to be particularly
helpful in causing the State now to
face up to its responsibility to reduce
benefits and increase contributions so
that we can meet the problem faced
by the State.

We are joined by Senators HEINZ,
HUDDLESTON, FORD, RANnOLPH, BOSCH-
WITZ, GLENN, and SPECTER a.s cospon-
sors.

Mr. President., I would also like to
express my appreciation to Senator
Doi for working so closely with us on
this amendment and for his attention
to the special problems facing Illinois
and other very high unemployment
States, including the State of Ohio.

I am very honored, indeed, to add as
a cosponsor of the pending amend-
men the Senator from Ohio, who has
been deeply concerned about the prob-
lems of employment and the very high
cost attendant to that unemployment
in Midwestern States.

Mr. President, I ask unanimous con-
sent that Senator METZENBAUM be
added as a cosponsor.

The PRESIDING OFFICER. With-
out objection, itis so ordered.

Mr. PERCY. Mr. President, while we
hear a great deal of optirnLsm lately
about how economic conditions will
improve, we must recognize that many
States today remain in serious trouble.
The unemployment situation in Illi-
nois is nothing less than shocking.
When other States stayed stable
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throughout the country, Illinois went
up again last month, We are at 13½
percent, and 13','2 percent of our workS
ers without jObs means a tremendous
tax on the State, on its income, and on
this particular unemployment com-
pensation fund.

In some urban areas n Illinois, 1 out
of 4 people are unemp1oed. These ter
rible conditions are the primary
reason that Illinois has been forced to
go into debt to the Federal Govern-
ment.

The severity of the State's employ-
ment problem brought Governor
Thompson to Washington to testify
earlier this month before the Finance
Committee to ask for some temporary
relief from the interest burdens being
placed on Illinois. He requested that
the 10-percent interest on new net bor-
rowing be reduced, and subsequently
asked for my help and the help of Sen-
ator DIXoN in eliminating the com-
pounding interest on this debt. My
preference would be that we do as
Governor Thompson suggested and
make both of these changes,

The pending amendment seeks to
cover only the elimination of com-
pounded interest. We have discussed
this in great detail with the distin-
guished manager of the bill. We recog-
nize the problem, be we do urge the
conferees on this bill to consider re-
ducing the interest rate, as well.

Let there be no mistake about it, I
support Senator Doi's efforts to en-
courage States to put their unemploy-
ment systems in order. For this
reason, I oppose attempts to eliminate
Or defer indefinitely all incentives for
fixing the States' unemployment sys-
tems. In providing these interest in-
centives, however, we must be sure not
to place burdens on the States which
push them be3lond the point of no
return.

Over the last 10 years, the Federal
unemployment trust fund has been
strained by State borrowing attibuted
to two causes: A series of economic
downturns in the last decade whfth
have affected some States harder than
others; and the inability or unwflhing-
ness of many States to either raise
taxes or reduce benefits to keep their
systems in balance. Because borrowing
was interest-free until last year, there
was litUe incentive for States to make
the maximum effort needed to get
their own houses in order.

In 1981, Congress faced the problem
of attempting to balance two confllct-
ing needs. It was our responsibility to
make sure that the Federal trust fund
remains fiscally sound so that it can
continue to service the urgent funding
needs of high unemployment States.
Unnecessary borrowing was to be dis-
couraged and States were to be given
new incentives to tighten up their own
systems. It soon became clear, howev-
er, that the States with the greatest
debts to the Federal trust fund were
States with continuing high rates of
unemployment and severe economic
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problems which made them least able
to repay their debt in the foreseeable
future.

In the Omnibus Budget Reconcili-
ation Act of 1981, Congress enacted
legislation calling for 10 percent inter-
est payments on new net borrowing
which ws intended to decrease bor-
rowing from the Federal Government.
In addtion, some relief was made avail-
able to States with high unemploy-
ment problems by allowing employers
to qualify, under certain conditions,
for a cap on the so-called penalty tax.
When the legislation reached the
Senate floor, I offered an amendment,
along with my colleague ALAN Dxxow
to enable the State of Illinois to quali-
fy for this relief, and the issue was ul-
timately resolved on the floor.

Since that time, economic conditions
in my State have deteriorated. The
1982 unemployment insurance defict
in Illinois was $800 million and, even If
the State had paid benefits at the
level of the national average, our
hig1er unemployment rates still would
have caused a deficit, estimated to be
about $545 million. This is in spite of a
substantial effort to redice the costs of
the State system by enactment of a
$500 million package in 1981 of in.
creased taxes and reduced benefits.
Additional efforts are underway in Illi-
nois right now to further tighten tp
our system.

Governor Thompson, business,
labor, and State legislative leaders,
have been meeting over the past 4
weeks in Chicago and Springfield to
fashion a new package of higher taxes
and reduced benefits In order to limit
as much as possible additional borrow-
ing. I know our Governor met in Chi-
cago with Chairman DOLE on January
19, with other Governors in at-
tendance, as well.

The elimination of the compounding
of interest on Illinois' debt will save
the State an estimated $40 million
over a 4-year period. The remaining 10
percent interest on the debt will still
place a heavy burden on the State—a
burden which is more than is really
needed to encourage it to fix its unem-
ployment system.

I hope the conference can look at
this point and consider reductions In
the level of interest payments.

However, this $40 million savings
represented by the pending amend-
ment Is a first step In the right direc-
tion.

I urge my colleagues to support it.
Mr. DIXON. Mr. President, I wish to

thank my warm friend and distin-
guished senior colleague for those fine
remarks. I am honored to cosponsor
with him this amendment which Is sig-
nificantly important for our State.

Mr. President, I would like to take
this opportunity to thank the distin-
guished chairman of the Finance Com-
mittee, BOB Do, for his attention to
the critical problems of my State of Il-
linois, as well as others, which have in-
curred a substantial debt to the Feder-

I earnestly hope that the Members
of this body will support us in this
effort to help those very tragically af-
fected major States of this Union
which have suffered under a terrible
burden of high unemployment for a
great many months.

Mr. HEINZ. Mr. President, I rise in
strong support of the amendment of
the Senator from Illinois, Senator
PERCY. I agree with him in every re-
spect in his excellent analysis of the
situation of States like Illinois, Penn-
sylvania, and others, that are bur-
dened heavily with the costs of this re-
cession, where people have been
forced out of work for longer periods
than we have experienced in our
recent memory.

His amendment will eliminate the
interest on the interest, the com-
pounding. Frankly, in my judgment, it
is a very small step we should take to
improve the Finance Committee pack-
age.

I particularly want to emphasize his
point that it would be extremely help-
ful to States like Pennsylvania, Illi-
nois, and other of the urban, industri-
al States that are having to set their
houses in order, if the interest that is
now 10 percent by statute could be
further reduced.

It is my understanding—and I would
like the attention of the chairman of
the Finance Committee if he would be
so kind to respond to some questions—
that in 1983 there would be a revenue
loss or additional borrowing to the
Federal Government somewhere in
the neighborhood of between $230 mil-
lion and $320 million. Does the Sena-
tor from Kansas know if that is ap-
proximately correct, depending on the
number of States?

Mr. DOLE. I am advised that is ap-
proximately correct.

Mr. HEINZ. In 1984 there would be
a favorable impact on the Federal
Government in the way of reduced
borrowing of somewhere between $700
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a! GovernmeQt for unemployment in- The amndmL propos
surance. tor PERcY anc m'seIf. wcli a

As we 11 know, there are maiy rea others, wot tho kage of
sons for these debts, and the solution assistance beir b e Fl-
to solvency is not a simple one. nnce Committe It. would rnate

I wish o say to my distinguished the accrual of intrtst on t trjtrcst
friend from Louisiana, who has been payments being derred undei the
kind enoug1 to liten to my concerns plan. This will mean a savings of that
in regard to this problem in my State _interest on interct of $30 to $40 mu-
and many similarly situated States, 1io for Illinois, over the 3 years.
that through the leadership of our Again, I commend my friend from
Governor and the State legislature, in Kansas for addressing this critical
cooperatioi with labor and business problem, and for keeping further op•
leaders, we are working on the final tions open to improving this package. I
details of a package of $1.151 billion in have never seen Senator DOLE duck an
tax increases and $777.3 million in issue of• grave importance that has
benefit cuts to shore up this system been within the purview of his corn-
Now, that s a pretty bitter pill to mittee, and some of those issues have
swallow. It will be introduced as an been tough to address.
amendment to House bill 327, which is Mr. President, I also wish to thank
currently before the Illinois State my colleague, my colleague and warr
Labor and Commerce Committee. This friend from Louisiana, the ranking
Is in addition to $500 million in re- member. RUSSELL LONG; and my col-
duced benefits and increased taxes in league from Ohio, who has accommo-
1981. dated us.

This is a major change, Mr. Presi-
dent, But it is necessary in order to
show the Federal Government that
our State is making a substantial
effort to meet a very substantial prob
lein. I do not want to leave the impres-
sion that Illinois has been irresponsi-
ble, for we have not. Our tax effort is
well above the national averge—27
percent above and 12th in the Nation
to be exact. But we are also third
among 10 large States in unemploy-
ment, with a 13.5 percent rate in Feb
ruary. The length and depth of this
recession is something that was never
figured into our unemployment insur-
ance system. It is designed to have
some surplus in good times to carry
States thrbugh during the bad. But
the bad times have endured longer
than tthat system could support.

I beiieve that any assistance that the
Federal Cioverninent can offer to the
31 borrowing States should be, in
effect, a partnership of responsibility.
The States should show a goodfaith
effort at making change in their sys-
tems which will contribute to im-
proved solvency. Unemployment is a
national problem—it is not the sole re-
sponsibility of States and local areas.
Our economic difficulties affect each
State, and have an impact on the
world economy as well. Therefore, it is
right for the Federal Government to
be involved in aiding States to pay
back their debts.

We are not asking for forgiveness of
these debts. We are asking for a rea-
sonable wa of allowing us to pay
them, a way which will not jeopardize
the overall recovery effort. If we tax
businesses to the point where they
lock their doors and lay off more
people, rather than hiring those a!-
ready out of work, unemployment will
increase and the overall solvency prob-
lem will be exacerbated. If we cut
benefits to the point where people
cannot meet even their most basic
needs, then the system is no longer
doing what it should.



March .18, 1988
million and $1.025 bfflk,n. Is that
about correct?

Mr. DOLE. I am advised that is
about Correct, yes. Keep in mmd that
such an effect will only occur if State
legislatures make certain reforms in
the UI programs.

Mr. HEINZ. And, again, in 19C5
there would again be a favorable
impact on Federal borrowing of be-
tween $82 million and $172 million. It
is only In 1984 that there would be any
unfavorable results, somewhat mini-
mal, somewhere between $180 million
and $75 million unfavorable cash flow
for the Federal Government. Is that
correct?

Mr. DOLE. As I understand, that is
correct, provided the borrowing States
take the action necessary to reform
their systems.

Mr. HEINZ. Mr. President, I thank
the Senator from Kansas for respond-
ing to those questions. As I add up
those numbers, and taking the most
conservative assumptions, it means
that over the 4-year period 1983-86, we
could expect a favorable impact by
passing this legislation, Including Sen-
ator Pmcy's amendment which would
have a reduction of some $40 mililon
and the impact, that the Federal Gov•
ernment will come out about $340 mil-
lion better off as a result of what the
Finance Committee has done.

Mr. President, that suggests to me
that there is room in conference to get
some additional relief to our hard-
pressed States. It is my hope that the
conferees, both the Senate conferees
and the House conferees, will bear in
mind the already significant burden
that our States bear and indeed will
make every effort to achieve relief. In
terms of this Senator's priorities, I
would hope the first place we would
look would be at the interest rates
that we are now charging the States
and we would seek to lower the 10 per
cent.

Mr. BOREN addressed the Chair.
The PRESIDING OFFICER. The

Senator from Oklahoma.
Mr. BOREN. Mr. President, I am

certainly in sympathy with the situa-
tion being faced by the States, and the
situation explained by the Senator
who presented this amendment, I
think all people in the country have
compasjon for that situation. I am
told that in some of these States the
benefits have been cut. I believe the
Senator from Illinois, Senator DIXON,
told me that benefits have been cut
some $700 million in the State of lilt.
nois and revenues increased over $1
billion. Certainly, those kinds o.f ef-
forts have been brought about because
of the economic necessities of those
States and deserve the understanding,
the thoughtful understanding, of all
the rest of us, particularly those from
States which have, to sonic degree, es
caped the full impact of needing to
take actions of that. mgnttue.

But I am concerned that we not go
too far in what w are doing. I think
that those who represent these States

would understand that if we were to
open the door too far, we would take
all the pressure off from all the States
to take actions that are necessary to
keep their financial houses In order.

Over the past 3 or 4 years, the Fi-
nance Cmnittee has worked very,
very hard to bring about some positive
changes in the unemployment com-
pensation program. In many cases, the
programs have been tightened up, the
costs have been reduced, and certain
categories, such as those who have vol-
untarily quit their jobs as opposed to
those who are unemployed, have been
no longer qualified to receive benefits.
These were changes that were long
overdue. In fact, we went for some 40
years In this program without any
changes at all In the area of saving
any costs. I am told from the period of
time when the program was first
adopted, it was not until the Finance
Committee took action some 3 or 4
years ago that a single dollar was ever
saved out of that program, that costs
were reduced by even 1 penny. Every
single change In the intervening dec•
ades have been changes which added
costs to the program.

So I am concerned that we riot go
too far while reacting and responding
to what is truly a financial emergency.
While we attempt to be very under-
standing, we also have to realize that
there are some States which have
taken even more drastic actions than
others. I believe the State of Michigan
and the State of Louisiana have met
this 30-percent threshold change.
They reduced their benefits or raised
their revenues as much as 30 percent.

If we were to go too far or if the
Senator from Ohio was proposing an
amendment saying to go to 5 or 10 per-
cent, I assure you I would be opposing
it, not only from the point of view of
the general public in the States but of
the States which have measured up to
this very high standard. It would not
be fair to Michigan or the other States
which have taken actions for us then
to say, "Now that ou have taken the
tough actions we will pass something
to water down the requirements so
that other States can come in under
an easier test."

This is a modest change that we are
thlking about, a 25-percent cut in
benefits or increases in revenues. Cer-
tainly, I would agree with the Senator
from Ohio that is not minor but it is a
harsh degree of the sacrifice required.

I am not going to oppose that por-
tion of the amendment. I would ask
the Senator from Ohio if he under-
stands the point we are makhig and if
he will help us in the future, that we
not have a recurring year after year
effort to water down these standards
too much because they do need to
keep pressure on in some of the States
to assure that those State govern-
ments react in a responsible way.

I would hope he would be willing to
join me in this effort, and in this case
if we try to show sympathy and under-
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standing we not make this a recurring
situation year after year to do that.

The PRESIDING OFFICER. The
$enator from Ohio.

Mr. METZENBATJM. I very much
appreciate the thoughts expressed by
my good friend, the Senator from
Oklahoma. The points he makes have
validity. I appreciate very much his re-
ferring to this matter. not making a
battle royal in connection with the
pending amendment but raising his
concerns, voicing them.

Certainly, we share those concerns
and we look forward to working with
him to see to it that we do not have to
return time after time for the same
kind of special consideration.

Mr. BOREN. Mr. President, I thank
the Senator from Ohio. I might just
ask the senior Senator from Illinois—
the other part of the amendment envi-
sioned in the change from the 30 down
to 25 percent to the threshold is a
matter of the interest penalty that has
been raised by the senior Senator from
Illinois and the Senator from Michi-
gan and the junior Senator from flu-
nois and others. Would it cause prob-
lems if we only provided this removal
of the compounding of the Interest
for, say, a 2-year period and still be
able to defer for 4 years, but give us a
chance to look at this agaIn In 2 years?
Or would this create an undue prob-
lem?

Mr. PERCY. Mr. President, first, let
me say to my distinguished colleague
that I have listened attentively to his
concerns. I very much appreciate his
willingness not to object at this time.
As a former Governor, I think he can
walk in the shoes of Governors of
States such as Illinois that have such
a tremendous Influx of Immigration.

We have a problem unlike Okiaho.
ma's, in many respects, where we have
structural unemployment. We do
stand 10th, because of the very high
cost of living, among States in benefits
paid, whereas Oklahoma, because of
its more favorable conditions, is 49th
in that regard and owes no debt wka-
soever. Illinois' debt is a crushing $2
billion.

Iii answer to the specific question of
whether we should sunset this in 2
years, I think it would cause some real
Concerns. The compounding which I
am asking be deleted, would not have
kicked in until the second year
anyway, thus, a 2-year sunset would
provided little relief. I assure my col-
league that our Governor and State
legislature, as testified to by my distin-
guished colleague (Mr. DIXON, are
doing everything conceivable to face
up 1,0 this situaUon—reduce benefits,
increase the income to this fund, and
reduce this debt—just a rapidly as
they possibly can.

Two years may simply be too soon.
The compounding effect compounds
the problem, obviously. Emotionally,
as I explained privately to my distin-
guished colleague, this has been a
source of great agitation and concern.
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I think this step alone—I hope in con-
ference, we can look at the rate we ac-
tually do charge. Even with adoption
of the amendments before us, Illinois
will have $70 million in interest alone
added to its debt owed the Federal
Government next year. Compounding
of this interest would place excessive
and unnecessary burdens on a State
already under tremendous strain.
Given these 'factors, I hope we would
not eliminate compounding for only 2
years.

Mr. BOREN. Will the Senator yield?
Mr. PERCY. Yes.
Mr. BOREN. There is not a provi-

sion like this in the House bill, is that
correct, at this time?

Mr. DIXON. There is not.
Mr. BOREN. Therefore, in terms of

the proposal we are talking about now,
there would be no possibility that the
figures would come out of the confer-
ence any less stringent; the least possi-
ble stringent standards that would
come out would be the standards in
thiB amendment, is that correct?

Mr. PERCY. Yes. I point out, Mr.
President, that the compounding
figure we are talking about does not
kick in until near the end of 1984.

Mr. BOREN. Mr. President, I appre-
ciate the comments that my colleagues
have made. I did come to the floor be-
cause I am concerned. As I say, we
have made such progress in the Com-
mittee on Finance on this subject, I
think it is something we do not want
to engage in a massive retreat from. At
the same time, I do not think that we
should take the position that we are so
locked into what we have done in the
past that we shall not consider the
sulfering that is going on in parts of
this country right now.

I know the people in my State have
been fortunate. We are one of the twQ
most fortunate States in this category.
It is also partly because we have had
the most massive changes in our un-
employment compensation laws. That
is part of it, too, at the States level.
We have completely rewritten our law
in the past decade.

We do have a strong feeling that we
are a part of this country and that we
cannot stand by and have others sul-
fering in other parts of the country
without its ultimately reflectthg on
our own people. We do want to be
helpful to those in other parts of the
country.

Mr. President, I shall just say I am
not going to lodge any objection. I
shall not ask for any rollcall. I shall
not oppose this amendment. I appreci-
ate the sensitivity that my colleagues
have expressed to the need to keep the
system stringent so that we do not just
open the doors so widely that States
no longer have an incentive to take
action. I hope that we can hold this at
this point now and that we shall not
see further attempts in the future to
weaken the standard.

I appreciate the time of my col-
'eagues, but I did think it wise that we
have an airing of this. I can say to all
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of them that they have been very per-
suasive and forceful in the arguments
that they have made. I am sure the
people in their States appreciate the
efforts which they have made here, on
the floor, in their behalf.

Mr. METZENBAUM. Mr. President,
I think we are going to concur on this
matter. I think there is pretty general
agreement that It is a good amend-
ment. Do I understand the Senator
from Michigan (Mr. LEvIN) wishes to
be recognized to speak on this matter
on which he is a cosponsor?

The PRESIDING OFFICER. The
Senator from Michigan.

Mr. LEVIN. Mr. President, let me
just thank my friend from Oklahoma
for his usual reasonable approach on
this. As he knows, we spoke on this in
private and after this amendment is
accepted and adopted, I shall be offer-
ing an amendment which does the
same as the earlier act, avoiding com-
pounding the interest on the tougher
act, which we adopted a few months
ago—just as the Percy-Dixon-Metz-
enbaum-Heinz amendment would
avoid compounding it on this act.

I just wanted the Senator to know
that I shall be offering that. I do
thank hm very much for his position.

Mr. BOREN. I thank the Senator
very much. I do understand his
amendment is the sanie. For the rea-
sons a'ready stated, I shall not be
lodging any objection to that amend-
ment.

Mr. DOLE. Mr. President, I also
commend the distinguished Senator
from Oklahoma because, as he indicat-
ed, we have made some substantial
progress in the Finance Committee.
We relied, I say for the record, large-
ly on the expertise of the Senator
from Oklahoma in this field. We ap-
preciate his assistance in the commit-
tee and his constructive remarks on
the floor today.

Let me reassure the Senator from
Oklahoma and other Senators, be-
cause there are some States that are
not borrowing, we cannot continue
taxing nonborrowing States to take
care of those who are borrowing, even
though some of the borrowing States
are among the hardest hit—Ohio, Illi-
nois, Pennsylvania, Michigan—by the
recession and high unemployment.

When I met with some of the Gover-
nors in Chicago earlier this year and
later here in Washington, the de-
mands they made were great. They
wanted interest forgiveness; they
wanted reduced interest rates; they
wanted no compounding on interest—
we have agreed on that—they wanted
forgiveness of old loans, and they
wanted to apply mandatory payments
to interest-bearing loans before repay-
ing old loans. They had a laundry list
that would not stop.

It seems to this Senator we can try
to accommodate some of their con-
cerris, because many States are in a
real financial bind. However, many
States, particularly Michigan, Louisi-
ana, and the District of Columbia,
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have made rather Draconian changes
In their systems. They stand as exam-
pies to such States as Pennsylvania
and Ohio. There can be some relief
without abandoning the principle of
tightening up the State programs.
That is what we tried to do in the Fi-
nance Committee proposal.

I think we should encourage States
to continue to make changes as Illinois
is about to do. I understand that in a
few days, based on the agreements
reached by the political leadership in
that State, organized labor, manage-
ment, and others, Illinois may enact
some real reform.

I assure the Senator from Oklahoma
that there is no effort here to abandon
what we believe are some of the most
important changes n the UI field in
many years—the Omnibus Budget
Reconciliation Act of 1981 reforms.

Mr. President, I have agreed to sup-
port the amendment offered by the
Senators from Illinois and the Sena-
tors from Pennsylvania even though it
represents a liberalization of the inter-
est requirements enacted as part of
the Omnibus Budget Reconciliation
Act of 1981. The Percy/Dixon/Heinz/
Specter amendment removes the re-
quirement that interest be charged on
the interest deferred as a result of the
5-year deferral which is provided
under this bifi.

There is no doubt that this amend-
ment will have a fiscal impact. The
Federal Government will forego the
collection of interest on deferred inter-
est and this is a sum which will never
be recouped. The record should indi-
cate that is what will happen.

However, it is my view that the big
borrowing States may need additional
encouragement to bring their pro-
grams to solvency. These States also
may need additional time before the
payment of large sums of interest to
the Federal Treasury. The loan and
interest relief provisions of 5. 1 do pro-
vide the additional incentives and time
for States to reform their State pro-
grains. Unfortunately, economic condi-
tions in those States have been such
that the payment of a large interest li-
ability could be crippling to the
reform effort itself.

The Percy amendment, preventing
the accrual of interest on deferred in-
terest, would result in a major benefit
for the big borrowing States. Interest
will still be paid by the States on the
orIg1na1 borrowthg, however, they will
be relieved of the burden of a con-
stantly growing interest liability.

This is a major amendment provid-
ing substantial relief. It represents a
concession on the part of aM taxpayers
in nonborrowing States—the very
point the Senator from Oklahoma
made.

I trust, as we have already had some
indication, that my colleagues repre-
senting the borrowthg States will rec-
ognize this concession and that they
will make an effort to encourage their
States to accept this reie1 and go
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about the business of reforming the
State systems.

I understand that a number of Sena
tors wish to cosponsor this amend.
ment, including Senators DuiuN-
BERGER, B05CHWITz, FORD, Hunni.Esror
and RANDOLPH.

I have been discussing with Senator
PERCY why we cannot change the in-
terest rate charged on State borrow-
ing. We have made a reduction in
cases where the States have made big
changes. But the interest rate charged
the States on new loans is the same in-
terest rate that the Federal Govern-
ment pays the solvent States with re-
serves n their unemployment ac-
counts deposited with the U.S. Treas-
ury. The rate charged to the States is
capped at. 10 percent. Thus, the States
are charged a fair interest consistent
with the interest rate paid by the U.S.
Government.

So I would say to Senators that I re-
allze that they are going to have in-
quiries from their Governors and
others as to why we cannot get the in-
terest rates down,

Well, we suggested to the Governors
that if we could pay them less interest
on the reserves, maybe we could
charge less interest on borrowing, but
that did not seem .to ring the right
bell.

I want to assure everyone that we
believe we have provided some relief
to the States who face a difficult time
and serious unemployment problems.
At the same time we have not gone
overboard on relief. We know there
are other States watching what we do
to see if we are discriminating against
States who refused to borrow but
chose instead to tighten their pro-
grams.

The Finance Committee reported 'a
responsible loan and interest relief
provision which is deserving of the
support of the full Senate. The com-
mittee developed a plan which will
allow a State to spread the interest it
owes on borrowing from the Federal
Government over a 5-year period. The
State can also qualify for a reduction
of 1 percent in the interest rate
charged on borrowing. Additionally, a
State which does not qualify for the
full cap on the loss of Federa] unern-
pioyrnent tax (FUTA) credit may now
qualify for a partial car.

Some action on the State's part for
this relief is, of course, necessary. The
Finance Committee proposal requires
States to make progress toward solven-
cy of 30 percent the first year, 40 per-
cent the second year, arid 50 percent
the third year to qualify. Senator
METZENBAUM'S amendment changes
those levels to 25 percent and 35 per-
cent. If the 3tate makes an effort to
reach solvency which increases those
percentages tc 50, 80, and 90, the inter
est rate chargc1 on borrowed funds
will be redud by 1 perent,

This limited relief wiU have a Feder-
al budget inipae, The loss fo intcret
paid to the Federal Government could
total as much as $319 million in ficaI

year 1983 and $483 million in fiscal
year 1984. The partial cap of the
FUTA credit loss will also have an
impact—$145 million in fiscal year
1984 and $360 million In fiscal year
1985. However, the committee recog-
nized the fact that the current reces-
sion has been deeper and more pro-
longed than we expected In the
summer of 1981 when the interest re-
quirement was enacted. Therefore, the
committee was wiJllng to make some
temporary changes in the current law
In order to allow States extra time to
enact the necessary State law changes
to bring their programs closer to sol-
vency.

Some background may be helpful to
put this whole issue in perspective.
Twenty-six States, plus the District of
Columbia, Puerto Rico, and the Virgin
Islands have totally exhausted their
unemployment benefit reserves. These
jurisdictions have received Federal
loans of over $11 billion and more bar-
rowirg is certhin. The account in the
Federal unemployment trust fund
from which loans to States are made is
also insolvent and general Treasury
borrowing has become necessary. In
total, over $15 billion has been loaned
to the States over the past 10 years.

Obviously, the current insolvency of
the unemployment trust fund is not a
new development. In fact, in the early
and mld-1O7O's, 25 States and Jurisdic-
tions depleted their trust fund re-
serves an1 required advances from the
Federal Treasury. Many of the debtor
States repaid their advances, However,
11 of the 25 States have been in debt
contnuous1y ince then, and 4 others
have repad loans only to borcw again
a short time later. Obviously, a
number of States did not permit re-
serves to build up In their trust funds
during' th.e recovery years as is the
purpose of the account system. Some
States, such as Pennsylvania, instead
used the brighter economic picture as
an excuse to lower taxes and increase
benefits.

Under the law in effect in the 1g70s.
it made good fiscal sense for a State to
borrow from the Federal Government
to meet benefit. costs. After' all, the
loans were interest free and repay-
ment was not required for up to 2 to 3
years after the loan was made. A
State's employers were supposed to ex-
perience a loss o the creWt against
the Federal unemployment tax, but
Congress passed several delays of the
offset. Credit reductions were not im-
posed fr laan outstanding from
19738O. Finally, credit reductions
were elrect.ed and, as of January 1,
1983, 16 SLates and jurisdictions are
experiencing cred2t reductions.

Congress recogied that the brakes
had to be applied to unlimited State
borrowing. In the 1!81 Reconcllation
Act, we eneed the interest and loan
reform provisions which a number of
States are seeking to escape this year.
First, interest of up to 10 percent is
now charged on loans made after April
1, 1982, except those c1assfied as
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"cash-flow." Second, States are a!-
lowed to 'cap" the automatic FUTA
credit reductions If certaIn solvency re-
quirements are met. Since the enact-
ment of these provisions, some 22
States have made changes in their
State laws to Increase solvency. A
number of States have made truly re-
markable reforms—Michigan and Lou-
isiana are the primary examples.

Other States have, unfortunately,
chosen not to take the high road. In-
stead, those States have continued to
borrow and to incur large Interest li-
abilities. Some States have expressed
the view that Congress will "bail'
them out by eliminating or °Iorgtving"
the interest liabilities. Some States
even believe that the Congress will
forgive old loans and reschedule pay-
ment of new loans. We have heard
some States say that they will simply
refuse. to pay and that the Federal
Government will be unable to enforce
the interest charges. Other States
threaten to increase the taxes on em-
ployers in the State to pay the interest
charge. Few States have been willing
to make the reforms necessary to elim-
inate or at least reduce the need for
borrowing.

What does State borrowing and the
failure to repay loans mean to non-
borrowing States? In essence, it means
a tax increase on every citizen in the
solvent, responsible States. The Feder-
al Treasury does not borrow in the pri-
vate marketplace interest free. The
cost of Federal borrowing contributes
to the deficit and is thus passed on to
every taxpayer.

The Finance Committee proposal re-
sponds to the needs of the debtor
States, but it does not ignore the sol-
vent States. Further changes which
may be proposed on the floor or sug-
gested in conference could upset the
balance which the Finance Committee
has attempted to establish, Allowing
States to escape interest charges effec-
tively forces the States with fiscally
sound programs to subsidize States
that fail to balance benefit expendi-
tures against tax revenues.

Providing relief to States simply on
the basis of unemployrrient rates
higher than the national average ig-
nores the fact that a number of States
with high unemployment—Oregon
and Alaska, for exar1e—have not
borrowed but have instead reformed
their programs to bring outlays and
experditures closer into balance.

I urge rnv colleagues to support the
Finance Comrn.ttee loan and interest
prc.ision mxii1cations with no fur-
ther thar,gs. We are c)ose to the
point at which the administration may
just refuse to approve loan and inter-
est relief at aU. Let us not jeopardize
what we have accomplished.

Mr. SPECTER addressed the Chair.
The PRESIDiNG OFFICER. The

Senator from Pennsylvania (Mr. SpEc-
TERi.

Mr. SPECTER. Mr. President, I
thank the distinguished Senator from
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Kansas and the distinguished Senator
from Oklahoma for their comments in
support of these amendments which
will provide significant relief for
States like Pennsylvania, Michigan, Il-
linois, and Ohio.

After listening to the debate on the
subject this afternoon, I should like to
briefly comment that there is more in-
volved in this issue than the reform of
unemployment compensation pro-
grams. The central problem arises be-
cause of the very, very high unemploy-
ment levels in States like Pennsylva-
nia, Ohio, Michigan, and Illinois. That
is the central issue for which we have
not yet found an answer.

Two months ago, when the unem-
ployment rate nationally declined
from 10.8 to 10.4 percent, the unem-
ployment rate of Pennsylvania in-
creased from 12.9 to 13.7 percent. We
truly face a national problem. The un-
employment rate in Pennsylvania
turns significantly on the serious situ-
ation in the American steel industry,
which Is compounded by the problem
that the Government has taken inef-
fective stands against dumping by for-
eign importers. The International
Trade Commission shows that subsi-
dies of British steel were in the range
of $250 a ton, but compromises were
worked out on that issue largely In
recognition of foreign relations be-
tween the United States and Great
Britain and the implications of the
North Atlantic Treaty Organization.
The impact of automobiles turned on
relations between the United States
and Japan. This is truly a national
problem where some States as a result
of a great many factors have incurred
great disadvantages.

The central factor of this unemploy-
ment compensation problem is the un-
employment rate itself. So that when
the distinguished Senator from
Kansas relates to the comments abmit
the laundry list that the Governors of
a number of States have presented,
they are talking about some very seri-
ous long-range problems which may
have to be addressed on another day.

I thank my colleagues from States
which have not Incurred this kind of
problem for their consideration, and I
think that the step taken on the ab-
sence of Interest, on the compounding
factor, and the delay of interest is a
significant step forward. However, we
cannot lose sight of the underlying
problems and the necessity for a na-
tional approach to this problem which
has resulted in some States being hit
harder than others. The problem is far
beyond the control of those individual
States and to a significant extent is be-
cause of national objectives on foreign
policy resulting in national policies
which worked to the disadvaiitage of a
few States like Illinois. Michigan,
Ohio, and Pennsylvania.

Mr. President. I yield the floor.
• Mr. BOSCHWITZ. Mr. President, I'
rise to express my support for Senator
PERcY's amendmenL I am a cosponsor
of his amendment because I feel it is
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necessary to offer some relief o States
who have experienced high unernploy
ment for a long period of time; 29
States are now borrowing from the
Federal unemployment trust fund be-
cause they do not have the money to
pay the unemployment claims. Over
225OOO Minnesotans are unemployed,
with over 125,000 in actual claim
status. •The drain on the financial
system has been enormous.

Minnesota requested $43 million for
the month of Marc1, and due to the
shortfall in the trust fund received
only $18 million. Hopefully we have
resolved this problem by passage of
the supplemental appropriations bill,
but Minnesota will still have an out-
standing loan of $400 million by the
end of this month.

To put this in perspective—Mirineso-
ta's tax collections for the UI program
are projected to be only $200 million
this year.

According to the State's department
of economic security, they are paying
10 percent interest on $208 million
this year, plus paying the three-tenths
of 1 percent penalty from last year.
This penalty adds another $25 million
to the bill.

The amendment now being offered
would partially relieve States like
mine, by eliminating the requirement
that States pay interest on the inter-
est charged them. This will save Min-
nesota several million dollars.

I also am strongly supportive of the
work the Finance Committee has done
to help out the States who are borrow-
ing. Their proposal to allow deferral of
payments to States who have made
honest efforts to resolve their finan-
cial difficulties Is a welcome step. I ap-
preciate Senator Doii's cooperation
and responsiveness on this issue.

I believe that the Finance Commit-
tee's efforts, along with this amend-
ment, wifi go a long way toward put-
ting State UI programs into the
black.i

Mr. RIEGLE. Mr. President, I rise as
a cosponsor of the amendments of-
fered by my colleagues from Michigan
and Ohio. These amendments consti-
tute modest but important relief for
high-debt States devastated by the re-
cession.

Nowhere have the disastrous effects
of this recession been felt more keenly
than in my State of Michigan. Michi-
gan has sufferd double-digit unem-
ployment for 38 consecutive months.
In order to pay unemployment bene-
fits to its jobless workers, Michigan
has incurred a debt to the Federal
Government that exceeds $2.3 biflion.
Michigan is forced to pay over
$216,000 per day In interest charges
alone. Estimates indicate that Michi-
gan will owe almost $275 million in in-
terest charges during 1983-86. Michi-
gan is a proud State struggling to re-
cover from the economic agony that it
has suffered. It has enacted major re-
forms in its unemployment insurance
laws to accelerate the repayment of its
debt. The staggering interest charges
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A faces, howe.er. raie it recovery cx-
ce€dingy diiIi. Tm interesc relief
embodied in the Metzenbaurn and
Lvin amendments will help spefld the
recovery in Mic'iga nd other inus-
trial States.

The Metzenbaum amendment pro-
vides a 9-month grace period for inter-
est payments due on October 1 for
those States whose unadjusted em-
poyrnnt rate for the prior 12 months
equa1 or exceeds 13.5 percent. This
provision will benefit those States
which continue to suffer exceedingly
high unemployment by granting them
more time to raise additional revenues.
While it does not forgive the interest
payments due, it provides needed
relief for high unemployment and
high debt States such as my owr.

The Levin amendment permits a
waiver of all interest assessed on
amounts permitted to be deferred
under the Tax Equity and Fiscal Re-
sporsibi1ity Act of 1982. This provision
simply mirrors the interest waiver
that other States will receive on
amounts they can defer as a result of a
provision in this bill. Estimates indi-
cate that this interest waiver will save
Michigan $11.3 miflion during 1984-86.

I urge my colleagues to join me In
support for these Important amend-
ments.

The PRESIDING OFFICER. Is
there further debate on the amend-
ment of the Senator from fllinois?

Mr. METZENBAUM addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Ohio.

Mr. METZENBAUM. As I originally
indicated, this amendment was a part
of the original amelidment. It obvious-
ly has good support on the floor. We
appreciate the consideration given to
it by the Senator from Oklahoma. I
am prepared to accept the amend-
ment.

The PRESIDING OFFICER. The
question Is on agreeing to the amend-
ment.

The amendment (UP No. 93) was
agreed to.

P ANENDMENT NO. 94 TO UP AMENDMENT NO.
88 A5 MODIFIED

(Purpose: To provide that no interest shail
accrue on any deferred Interest.)

Mr. LEVIN addressed the Chair.
The PRESIDING OFFICER. The

Senator from Michigan.
Mr. LEVIN. Mr. President, I send an

amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
amendment wifl be stated.

Mr FORD. Parliamentary inquiry,
Mr. President.

The PRESIDING OFFICER. This is
an amendment to the amendment of
the Senator from Ohio,

Mr. METZENBAUM. Correct.
The PRESIDING OFFICER. The

amendment will be stated.
The assistant legislative clerk read

as follows:
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The Senator from Michigan (Mr. Lsvi,

for himself, Mr. RrECLE, and Mr. ME'rz-
ENBAiJM), proposes an unprinted amendment.
numbered 94.

Mr. LEVIN. Mr. President, 1 ask
unanimous consent that further read-
jug of the amendment 'e dispensed
with.

The PRESIDING OFFCER. With-
out objection, It is so orde..ed.

The amendment is as follows:
On page 237, between lines 14 arid 15.

insert the following: (c) Section 1202
(b)(3XC)(i) of the Social Security Act is
amended by striking the matter that follows
clause (II) and inserting "No interest shall
accrue on such deferred interest.'

Mr. LEVIN. Mr. President, this is a
second-degree amendment to the
Metzenbaum amendment, and I be-
lieve it is acceptable to the committee
and acceptable to Senator Mzn-
ENBAUM.

A few months ago, Mr. President, we
agreed to defer interest under certain
circumstances on loans from these
funds. Today we are agreeing to defer
interest under other circumstances for
other States for loans from these
funds. We have just agreed to the
Percy-Dixon-Metzenbam modifica-
tion which says that on the deferred
interest we will not be compounding
Interest, we will not require those
States to pay interest on interest. The
amendment which I have just sent to
the desk does the same thing for the
deferred interest under the bill which
we just adopted a few months ago
called the Tax Equity and Fiscal Re-
.sponsibllity Act of 1982 that we are
doing on today's bill. It would in effect
say, for the same reasons, that we do
not want to charge interest on those
deferred payments as we are deciding
today not to charge interest on inter-.
est on the deferrals that we are allow-
ing today.

I might just quickly say that my
State of Michigan, which benefited
under that early act, has increased
taxes by $2 billion and cut benefits by
$1 billion. It is the kind of Draconian
action which the chairman has re-
ferred tO. We have taken that bitter
medicine.

We are very appreciative of the work
of the chairman of the Finance Com-
mittee in working this out with US. He
has been extremely accommodating, I
must say again, as in so many other
matters that come before the Senate,
in the first instance a few months ago
in working it out so that we could get
some relief on the interest, and now
some relief from the compounding in-
terest in today's bill.

I also want to thank the Senator
from Ohio for accepting this amend-
ment, for working through this proc-
ess with us. We have worked very
closely with him, as we have worked
very closely with Senator DOLE. He is
the principal cosponsor along with
Senator RTEGLE of my modification to
his a-nendnient. I am very happy that
he has agreed to go at it in this way,
and again my thanks to the chairman
of the Finance Committee.
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The PRESIDING OFFICER. The

Senator from Ohio.
Mr. METZENBAUM. Mr. President,

the amendment of the distinguished
Senator from Michigan and cospon-
sors is a good amendment, one of
those we talked about at an earlier
poii;t. I am happy to accept his
amemment to my amendment.

Mr. DOLE. Mr. President, the
amendment. of the Senator from
Michigan is consistent with what we
have just done with regard to the
Percy amendment. The amendment
should be adopted. We support the
amendment.

I was just explaining to the Senator
from Michigan that if anybody does
not understand what has happened in
his State, they should take a look at
loan projections based on- the Presi-
dent's budget assumptions and pro-
vided by the U.S. Department of
Labor, dated March 15, 1983. These
projections indicate that Michigan is
borrowing about $1.1 billion in 1983,
$816 million in 1984, $596 million in
1985, $294 million in 1986, down to $87
million in 1987, and zero in 1988.
These figures take into account the
substantial reforms enacted by the
State legislature in December 1982
under the leadership of then Gov. Bill
Miliken. -

These DOL figures are based on as-
sumptions, but they do indicate the
magnitude of the changes made in
that State. They also provide an indi-
cation of why we believe we are Justi-
fied in providing some relief for States
like Michigan, which have made such
drastic changes.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.' The amendment (UP No. 94) was
agreed to.

The PRESIDING OFFICER. Is
there further debate on the amend-
ment of the Senator from Ohio?

Mr. METZENBAUM. Mr. President,
we are about ready to act on this
amendment, as . amended by both
second-degree amendments, but before
doing so, I should like to express my
appreciation to the Senator from
Kansas, the manager of the bill. He
has done that which he felt necessary
in order to send a strong and loud mes-
sage to the States, as well as to see to
it that the States do try to catch up
with their arrearages and meet their
obligations to the Federal Govern-
ment. Yet, he has been understanding
enough to make It possible for this
amendment, as amended by the two
second-degree amendments, to be con-
sidered and to be acted upon. I express
to him my appreciation for his cooper-
ation on the floor of the Senate.

I wish I codid say the same about
the Department of Labor, because in
considering this amendment, we at-
tempted to find out from the Depart-
ment of Labor what the projected in-
terest payments were, on a State-by-
State basis, through 1988. For some
reason unbeknown to me, they iridicat-
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ed that that information had a kind of
confidentiality about it, which I
cannot understand. They talked about
it being State sensitive.

I have heard a lot of things around
this community being marked confi-
dential and privileged, and so forth.
but I cannot, understand why figures
such as that are State sensitive from
the Department of Labor.

I wish to advise them, in loud and
clear tones, that I do not expect them
to refuse any Member of the Senate or
any Member of Congress any informa-
tion of this kind, unless there is some
special law that makes it possible for
them to do so.

Having gotten that off my chest, Mr.
President, I am happy to proceed with
action on this amendment.

The PRESIDING OFFICER. Is
there further debate on the amend-
ment?

The question is on agreeing to the
amendment.

The amendment (UP No. 88), as
amended, was agreed to.

Mr. METZENBAUM. Mr. President,
I move to reconsider the vote by which
the amendment was agreed to.

Mr. DOLE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Several Senators addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Ohio.

Mr. METZENBAUM. Mr. President,
I had omitted one matter. I ask unam-
mous áonsent that the name of my col-
league from Ohio, Senator GLENN, be
added as a cosponsor of my amend-
ment.

The PRESIDING OFFICER. With-
out objection, it is soordered.

UP AMENDMENT NO. 95

(Purpose: To change the date after which a
State solvency action must have been taken)

Mr. FORD. Mr. President, I send to
the desk an amendment on behalf of
myself and my colleague, Senator
HUDDLESTON, and I ask for its immedi-
ate consideration.

The PRESIDING OFFICER. With-
out objection, the Bradley amendment
will continue to be set aside.

The amendment of the Senator from
Kentucky will be stated.

The bill clerk read as follows:
The Senator from Kentucky (Mr. FORD).

for himself and Mr. HThDLESTON, proposes
an unprinted amendment numbered 95.

Mr. FORD. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
On page 235, line 23, strike out "October

1" and insert "March 31".
Mr. FORD. Mr. President, tnis

amendment that I and my colleague
from Kentucky, Senator HIJDDLESTON,
are offering is of a technical nature. It.
moves back the effective date from
October 1. 1982 to March 31, 1982, for
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board would go a long way to restoring
public confidence in thesocial security
program. When the original Social Se•
curity Act established a Social Secu-
rity Board as an independent agency,
it was clear to the public that this pro-
gram would be managed as a separate
social insurance program with its own
tax contributions. This Board had no
matters competing for its attention
and its resources other than the effi-
cient management of this Important
program. Young workers could clearly
understand the relationship between
their tax payments and their eventual
entitlement for benefits. There was no
confusion about how the tax revenues
were being used or why changes were
made in the program.

I wish to highlight why this is a nec•
essary approach.

Over the years, the Social Security
Board has been subsumed under other
administrative units and has become.
only one part of the confusing array
of health and welfare programs pro-
vided by the Federal Government. In
the proce, the operations and objec-
tives of the social security program
have been obscured, both within the
Government and to the view of the
general public. This process of absorp-
tion began n 1939 when the original
Social Security Board was subsumed
under the Federal Security Agency. In
1953ç the Social Security Atlmlnbtra-
tion was made a part of the Depart-
ment of Health, Education and W€l-
fare—later the Department of Health
and Human Services. In 1917, as part
of the reorganization of the DePart-
ment, medicate wa separated from
the Social Security Administration
and placed, along with the medicaid
program, in a new Health Care Fi-
nancing Administration (HCFA). Sev-
eral public assistance programs, in-
cluding aid to families with dependent
children and child support enforce-
ment programs were at that time
shifted to thern Social Security Adminis
tration to be administered. As a result,
today there is no clear distinction in
either the organization or the admthls-
tration of the Department's programs
between those programs which are fi-
naned with general tax revenues and
those which are based on the payroll
tax contributions of workers.

Not only is the present organization
confusing and distressing to those in
the public who are contributing taxes
today in the expectation of receiving
benefits in the future, it Is also coun-
terproductLye to the efficient oper-
ation of the social security program.
in recent years, the Social Security
Administration has shown increasing
signs of difficulty in administering the
social security program. Constant
turnover in leadership at the Depart-
ment and the agency level has made it
difficult, if not Impossible, to establish
consistent policy priorities in that very
important agency.

The clearest evidence of this ever-
fluctuating policy has appeared in the
failure of the agency to develop a con-

sistent plan to upgrade and revise its
computer system which can survive
long enough to be Implemented. As a
result, the Social Security Administra-
tion is now operating a computer
system barely able to keep up with the
maintenance of earnings records on
hundreds of millions of workers and
the regular computation of benefit
checks for over 35 million benefici-
aries.

As one of the operating divisions
within a conglomerate Cabinet-level
Department, the Social Security Ad-
ministration has been saddled with re-
sponsibilities for programs unrelated
to social security which place an added
burden on its already overcommitted
staff and computer resources. In addi-
tion, as part of a broader Department,
the agency is apportioned both pro-
gram and administrative budget reduc-
tion targets based on overall depart-
mental needs and without regard to
social security program considerations
or operational needs. This mathemat-
icai apportioning of resources and re-
sponsibilities is interfering with the
abifity of the Social Security Adminis-
tration to manage the social Insurance
program it was Intended to administer.

While the Social Security Adminis-
tration resources are stretched to the
limit, the separate administration of
the medicare and cash benefit pro-
grams has led to duplication of staff in
budget, policy planning, and adminis-
trative services between these two
agencies and between them and the
Department as a whole. This dupilca
tion is both a source of added over-
head cost and a source of problems in
coordination of activities and policy.

From our perspective, the most dIs
tressing side effect of this administra-
tive confusion is that out constituents
are finding it Increasingly difficult to
get decent service from the Social Se-
curity Administration. Increasingly
constituents with errors in their
checks or earnings records are having
to seek recourse through their Con-
gressman's district office because the
Social Security Administration is slow
or reluctant to respond to their con-
cerns.

The confusion in the general public
about the social security program and
its administration is a major source of
declining public confidence in the pro-
gram. In the last few years, confidence
in the future of the social security pro-
gram has declined sharply—among
younger people in particular, the pro
portion of those with little or no confi
dence in the program has risen from
one-half to three-quarters. I see this
confusion about the financing and
management of the program in the
letters I receive from constituents.
Many younger people believe their
payroll tax deductions are used to f i-
nance welfare programs.

I have people come up to me every
time I am having a town meeting in
the State and they say: "Senator, you
have just to get- these welfare pro-
grams out of the Social Security Ad.
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ministration. They are robbing us of.
our retirement."

Of course, we all know there are no
welfare programs in the social security
program. It is the old age and survi-
vors program. There is the disability
program. There is a health insurance
program, medicare. Each of those pro-
grams have their own tax rate to pay
for those programs. There are no wel-
fare programs in social security.

Others believe that changes in the
program are made only to reduce
budget deficits or to finance increases
in the defense budget. The sense that
this program can be altered merely to
meet budget needs or for other largely
political reasons is a major source of
the recent loss in public confidence.

Mr. President, the agency I am talk-
ing about is the second largest agency
in the Federal Government. The
Social Security Administration has
more employees (80,000) and a larger
budget (over $150 billion) than any
other Federal Department except the
Department of Defense. This is an
agency that dwarfs the rest of the De•
partment of Health and Human Serv-
ices, and yet it is treated as only one of
several divisions in that Department. I
believe it is time the Congress clearly
indicated its intention to consolidate
and separate the operations of the
social security program so that its im
portant mission can be accorded the
special attention it so badly needs.

I recognize that the separation of
this agency raises a number of diff i-
cult questions about reorganization.
Quite rightly these questLon should
be the subject of a careful study to de-
velop the details of a reorganization
plan. But I hope we will not be de-
terred now by these questions from ex-
pressing our intent to develop a strong
Social Security Administration with a
clear set of responsibilities, strong
leadership, and the resources to
manage this Important program effec-
tively. It will take a strong signal like
this from the Congress to convince the
American people once again that this
earnings-related program is unique
and separate and Is not simply another
of the many discretionary programs
this Government operates from time
to time.

I think, Mr. President, we are only
going to really clarify that question
for our constituents when we have a-
separate Social Security Adininistra-
tion. We are only going to run it right
when there is a separate Social Secu
rity Administration, and that is why i
want and hope that my colleagues Wi]]
accept ths amendment.

I might add that later on this after.
noon I will offer an amendment to
take one of the other steps which I be-
lieve is necessary and that is to sepa-
rate the social security old ae and
survivors and disability insurance proC
grams financially from the unified
budget, but that is not what this
amendment seeks to do.
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So at this point I am only urging my
colleagues to join me in setting in
.mothin the process of restoring as it
once was the Social Security Adminis-
tration to independent status.

Mr. DOLE. Mr. President, this
amendment by the distinguished Sena-
tor from Penns.ylvania aM the Sena.
tor from New York (Mr. MOYNIHAN),
has been discussed and also has been
modified so that it now is a study.

I think the idea has a great deal of
merit.

The one concern we had with the
original amendment was that it
became self-executing if nothing were
done by a certain date. It now satisfies
the chairman and others that it is a
good amendment and we hope that it
might be accepted.

The PRESIDING OFFICER. Is
there further debate? If not, the ques-
tion is on agreeing to the amendment.
of the Senator from Pennsylvania.

The amendment (UP No. 98) was
agreed to.

Mr. HEINZ. Mr. Pre,,sident, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. DOLE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

VP AMENDMENT NO. 99

Mr. DOLE. Mr. President, I send an
unprinted amendment to the desk and
ask for its Immediate consideration.

The PRESIDING OFFICER. With-
out objection, the amendment of the
Senator from New Jersey (Mr. Bim.
LET) will continue to be set aside.

The clerk will report the amendment
of the Senator from Kansas.

The legislative clerk read as follows:
The Senator from Kansas (Mr. DOLE) pro-

poses an unprinted amendment numbered
99.

Mr. DOLE. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with,

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows;
beginning on page 239, line 16, strike out

through page 240, line 11, and insert the fol-
lowing:

PENALTY FOR FAILURE TO PAY INTEREST

Sac. 414. (a) Section 303(c) of the Social
Security Act is amendea by striking out "or"
at the end of paragraph (1), striking out the
period at the end of paragraph (2) and In-
serting"; or", and adding at the end thereof
the following new paragraph:

"(3) that any interest required to be paid
on advances under title XII of this Act has
not been paid by the date on which such in-
terest is required to be paid or has been paid
directly or indirectly (by an equivalent re-
duction in State unemployment taxes or
otherwise) by such State from amounts in
such State's unemployment fund, until such
interest is properly paid,'.

(b) Section 3304(a) of the Internal Reve-
nue Code of 1954 (relating to certification of
State unemployment compensation laws) is
amended by redesignatjng paragraph 17) as
paragraph (18) and by inserting alter para-
graph (16) the following new paragraph:

'(1'7) any interest required to be paid on
advances under title XII of the Social Secu-

riy Act shall be paid in a timely manner
and thall not be paid, directly or indirectly
(by an equivalent reduction in State unem-
ployment taxes or otherwise) by such State
from amounts in such State's unemploy-
ment fund: and".

Mr. DOLE. Mr. President, this
amendment shot Id have followed the
other amendments relating to unem-
ployment insurance. But the Senator
from Pennsylvania wanted to offer his
amendment, and the Senator from
Kansas deferred.

What my amendment does is to
strengthen the collection authority of
the Federal Government in regard to
overdue interest on unemployment
compensation loans.

First, the amendment spells out the
implicit fact that a State's failure to
pay its interest liabilities could result
in the loss of State certification.

This would mean that State employ-
ers would no longer be eligible for full
credit against the Federal unemploy-
ment tax, Such a proceeding has been
carried out fully only once. However,
it does provide an effective tool for en-
forcement and compliance questions
with the States.

Second, the amendment would with-
hold administrative funds from a
State which fails to meet the payment
schedule of its interest liabilities. The
funding, which Is all Federal, would be
withheld until the required payment is
made.

The amendment provides for the
late payments which qualify under the
Metzenbaum amendment, but the pro-
vision I am proposing would become
effective for late interest payments
beyond the grace period.

I urge my colleagues to approve this
amendment as it is simply good busi-
ness policy to require payments In a
timely fashion of debts. The Federal
Government hopefully will never have
to utilize this provision, but it should
be available if necessary.

I think this amendment has been
discussed with the minority manager
of the bill. It Is a strengthening
amendment, and I hope there is no ob-
jection to it.

The PRESIDING OFFICER. Is
there objection to the amendment?

Mr. LONG. I do not object. It accom-
plishes the purpose it has in mind.

The PRESIDING OFFICER, The
question Is on agreeing to the amend-
ment of the Senator from 'Kansas.

The amendment (UP !o. 99) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. LONG. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, I under-
stand the Senator from Kentucky (Mr.
HUDDLESTON) has an amendment
which we are in the process of review-
ing, and perhaps while he is discussing
it we can take a look at it.
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UP AMENOSIEET NO. oo

Mr. HUDDLESTON. Mr. President,
.1 thank the floor manager of the bill. I
send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. With-
out objection, the amendment of the
Senator from New Jersey will continue
to be set aside. The clerk will report
the amendment.

The legislative clerk read as follows;
The Senator from Kentucky (Mr. Huo-

OLE5T0N), for hirn,elf and Senators DAN-
FORTE, RANDOLPH. FORD, and FELL, proposes
an unprinted amendment numbered 100.

Mr. HUDDLESTON. Mr. President,
I ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
At the end of title I add the following new

section:
SEC. . (a)(l) Section 210 of the Social Se-

curity Act is amended by adding at the end
thereof the following new subsection:

"ELECTIVE COVERAGE FOR MINIsTERs AS
EMPLOYERs

'(r) Services performed In the exercise o.f
his ministry by a duly ordained, commis-
sioned, or licensed minister of a church who
has made an election under section
312(v)(1 )(A) of the Internal Revenue Code
of 1954 with respect to such service shall
constitute employment under this section
beginning with the first day of the calendar
quarter in which coverage becomes effective
with respect to such service under section
312(v)(3) of such Code."

(2) Section 210(a)(8)(A) of such Act is
amended by striking out "except that" and
inserting in lieu thereof the following:
'except as provided in subsection (r), and
except that."

(3) The last sentence of section 211(c) of
such Act is amended by inserting "(i)" after
"unless", and by inserting before the period
at the end of the sentence the following "or
(ii) in the case of service performed by a
duly ordained, commissioned, or licensed
minister of a church in the exercise of hIs
ministry as described in paragraph (4), the
service constitutes employment under sec-
tion 210(r)."

(b)(1) Section 3121 of the Internal Reve-
nue Code of 1954 (definitions under Federal
Insurance Contributions Act) is amended by
adding at the end thereof the following new
subsection:

"(v) MINISTER.—
"(1) TREATMENT OF SERVICE AS EMPLOY-

MENT.—Service performed by a duly or-
dained, commissioned, or licensed minister
of a church in the exercise of his ministry,
shall constitute employment under this sec-
tion if—.

"(A) he has elected to have such service
covered as employment under this section;
and

"(B) the church has elected to have such
service covered as employment under this
section.

'(2) ELECTION BY MINIsTER AND CHURCH.—
"(A) Any minister who makes an election

under paragraph (1)(A) shall file a certifi-
cate of such election in such form and
manner, and with such official, as the Secre-
tary shall by regulations prescribe. Such
certificate shall specify the date on which
the minister wishes such election to become
effective for him, but in no case shall such
election become effective (I) prior to the
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first day of the earliest calendar quarter
which begins on or after the first day of the
sixth calendar month before the month in
which the minister files such certificate, or
(ii) later than the first day of the quarter
following the quarter In which the minister
files such certificate.

"(B) Any church which makes an election
under paragraph (1)(B) shall file a certifi-
cate of such election and a waiver of exemp-
tion from the taxes imposed by section 3121.
in such form and manner, and with such of-
ficial, as the Secretary shall by regUlations
prescribe. Such certificate shall specify the
date on which the church wishes such elec-
tion to become effective for the church, but
in no case shall such election become effec-
tive (i) prior to the first day of the earliest
calendar quarter which begins on or after
the first day of the sixth calendar month
before the month in which the church files
the certificate of such election, or (II) later
than the first day of the quarter following
the quarter in wbich the church files such
certificate.

"(C) In any case where a church is subject
to the control of a national, regional, or
other governing body with respect to the se-
lection and compensation of its ministers
(under the constitution, by-laws, or other
administrative arrangements of the denomi-
nation of which such church Is a part), the
election under paragraph (1)(B) through
the filing of a certificate under subpara-
graph (B) may be made on behall of the
church by such governing body; and any
election so made shall be deemed for pur-
pOses of this subsection to be the election of
the church.

"(3) EcTrvE DATE OF c0VERAGE.—CoVer-
age shall become effective with respect to
service specified m paragraph (1) on the
first day of the first quarter for which both
an election by the minister is effective
under paragraph (2)(A) and an election by
the church is effective under paragraph
(2)(B). Such service shall consUtute employ-
ment under this section begthxilng with the
first day of the calendar quarterin which
coverage i effective with respect to such
service.

"(4) APPUCABTLr1'Y OF ELECTX0N.—
"(A) Any election under this subsection

shall be Irrevocable. An election made under
this subsectIon by a minister shall apply
wtth respect to any service performed by
such minister In the exercise of his ministry
in the employ of any church which has
made an election under this subsection; and
an election made under this subsection by a
church shall apply with respect to any such
service performed in the employ of such
church by a minister who has made an elec-
tion under this subsection.

"(B) A church which has made an election
under this subsection shall not for purposes
of sections 3102 and 3111, be considered to
be the employer of any minister who has
not made an e'ection under this subsection".

(2) Section 3121(b)(8XA) of such Code is
amended by striking out "except that" and
inserting in lieu thereof the following
"except as provided in subsection (v), and
except that".

(3) The last sentence of section 1402(c) of
such Code is amended by Inserting "(I)"
after "unless", and by inserting before the
period at the end of the sentence the follow-
ing: "or (ii) in the case of service performed
by a duly ordained, commissioned, or II-
censed minister of a church in the exercise
of his ministry as described in paragraph
(4), the servfce., constitutes employment
under section 3121(v)."

(4) The second sentence of section
14O2(e)3) of such Code is amended by in-
serting "and shall not be affected by any
election subsequently made under section

3121(v)(1 )(A)" Immediately before the
period at the end thereof.

(C) The amendments made by this section
shall apply with respect to service per-
formed on or after the first day of the first
calendar quarter which begins after the
date of the enactment of this Act.

Mr. HUDDLESTON. Mr. President,
the amendment I am proposing to the
pending social security legislation
would bring consistency and equity to
the- social security payroll tax system
for members of our Nation's clergy. I
am pleased that the distinguished Sen-
ator from Missouri, (Senator DAN-
FORTH), the Senator from West Virgin-
ia (Mr. RANDOLPH), Senator FORD, my
colleague from Kentucky, and the
Senator from Rhode Island (Mr. P1L)
have joined me as cosponsors of this
amendment. As a member of the
Senate Finance Committee, Senator
DANFORTH has devoted a great deal of
time and effort toward the social secu-
rity issue and therefore, I beleive, has
a unique perspective on the problem
addressed by our amendment.

- Current law requires that clergy
members be considered self-employed
for the purposes'of social security tax
ation. This means that they must pay
taxes on their wages based on the rate
applied to the sell-employed, a rate
measurably higher than that paid by
employed Individuals.

The thconslstency arises out of the
fact that in the vast majority of cases,
the clergy member's salary Is not sell-
generated, but Is actually paid by the
church or synagogue just as that of all
other individuals serving that house of
worship.

The church, therefore, is withhold-
ing income taxes from clergy salaries
as employees of the church, but at the
same time is not paying the employer
portion of the social security tax for
its clergy based on current law which
deems these individuals sell-employed.

The situation as it now exists re
quires one Government agency, the
IRS, to recognize clergy members as
employees of their church or syna-
gogue, while another (SSA) insists
that, for social security tax purposes,
these individuals are self-employed.

The amendment I am proposing
would relieve this inconsistency by
providing the option for churches and
synagogues to contribute the employ-
er's portion of the social security tax
on behalf of their clergy. Briefly, it
would permit duly ordained, conunis-
sioned, or licepsed ministers to enter
into voluntarf agreements with their
churches to be treated, for social secu-
rity tax purposes, as employees of
their church or synagogue. In essence,
it would be a mutual decision arrived
at between the two parties involved.

Mr. President, I believe this ap-
proach to be both purposeful and com-
promising; it restores a balance to the
method by which we tax these respect-
ed members of our community, while
allowing those churches and clergy
me'mbers with particular objection to
this change to simply opt against Im-
plementing it.
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The language I am proposing merely

provides the vehicle for change, and
allows the final, sometimes delicate
em1oyment classification of clergy to
be made by those directly affected by
it. -

It is important to point out that my
amendment does not tamper with the
actual revenue inflow to the social se-
curity trust funds, since it simply shifts
responsibility for a clergy member's
social security payroll taxes from one
source to another.

I am submitting for the REcORD a
letter from the National Council of
Churches indicating their support for
my amendment.

Mr. President, I believe my amend-
ment adequately addresses a problem
which is in great need of correction,
and I urge my colleagues to join Sena-
tor DANFORTH and I In support of it.

Mr. President, I ask unanimous con-
sent the letter to which I referred be
printed in the RECORD.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

NATIONAL CoUNcIL op THE
CHURcHEs OF ChRIST IN TRE
U.S.A.,

Washington, D.C., Match 18. 1983.
Hon. WiuTm D. RUDDLE5TON,
U.S. Senate,
Washington, D.C.

D SENATOR HUDDLESTON: On behalf of
the National Council of the Churches of
Christ in the USA, I write to commend your
efforts in relation to the question of Social
Security coverage f or clergy.

We support the amendment you are offer-
ing today, which would allow clergy the
option of being treated as employees for
purposes of Soeial Security.

Since some religious groups may not wish
to have their clergy treated in this way, we
especially appreciate the fact that, under
your amendment, the election to be covered
as an employee would be completely option-
al.

Thank you for the leadership you have
provided on this issue.

Sincerely yours,
JAs A. HAMiLTON,

Associate General Secretary
and Director, Wa,hington Office.

Mr. HUDDLESTON. I would be
happy to respond to any questions the
manager of the bill or the distin-
guished ranking member might have
at this time.

Mr. DANFORTH. Mr. President, I
am pleased to join with Senator HUD.
DLE5TON in offering this amendment,
which touches a subject with quite an
interesting history. Under the Social
Security Act at present, members of
the clergy can only be considered self-
employed persons. This means that
they bear a larger social security tax
than an employed person, who pays
one-half the full social security tax.
Many clergymen and women would,
for the purposes of social security,
prefer to be considered employees of
their churches. Simflaly, many
churches, properly interested in pro-
vidmg a decent standard of living for
their ministers, would gladly pay the
employer share of the social security
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tax in order to reduce their ministers'
social security tax burden.

More is at stake in this question
than, mere dollars and cents. The root
question is more than a financial one.
Some ministers could never consider
themselves the "employees" of a
church. Likewise, some churches could
never agree that they are in an em
ployer-empleyee relationship with
their ministers or priests.

It is for this reason, as I understand
It, that an employer-employee rela-
tionship has been avoided for purposes
of social security.

The beauty of this amendment Is
that a clergyman or clergywoman and
his or her church, by a voluntary and
mutual agreement, could consider
themselves in that relationship of em-
ployer and employee. Under such an
agreement, the clergyman would pay
the employee share of the social secu-
rity tax, and the church the employer
share. Again, the amendment man-
dates no such change—it merely allows
such a change If both parties agree.

Happily, the amendment Is revenue
neutral. It will not affect the social se-
curity trust funds.

I urge the adoption of the amend•
ment.

Mr. DOLE. Mr. President, the Hud-
dleston-DanIorth amendment would
allow ministers to be treated as em-
ployees for FICA tax purposes if both
the minister and his church elected
such treatment.

There would be no adverse Impact
on the trust funds and no adverse
impact on general revenues by the
adoption of this amendment since our
bill equalizes the SECA rate and the
combined employer-employee social
security tax rate.

My only concern would be whether
the affected ministers and churches
would agree that this is an appropriate
amendment. It is my understanding
that there is no problem so long as the
provision is elective—which it is—and
that, in appropriate circumstances, a
national, regional, or other governing
body has the authority to make the
election on behalf of the local church.
These concerns have been addressed
by the amendmentS in a fair and equi-
table manner.

Therefore, the Senator from Kansas
believes the amendment should be ac-
cepted, and I have no objection to the
amendment.

Mr. LONG. I have no objection.
Mr. HUDDLESTON. I move the

adoption of the amendment.
The PRESIDING OFFICER (Mr.

TRIBLE). Is there further debate? If
not, the question s on agreeing to the
amendment of the Senator from Ken-
tucky.

The amendment flJP No. 100) was
agreed to.

Mr. DOLE. Mr. Pfesident, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. LONG. I move to lay that
motion on the table.
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agreed to.
Mr. DOLE. Mr. President, as I un-

derstand it, we are waiting for the ar-
rival of the Senator from New Mexico
(Mr. Dorircr).

We have disposed of 10 or 15 amend-
ments since noon, so we have made
good progress.

I do not believe there are that many
amendments left. We have an amend-
ment by the distinguished Senator
from New Jersey (Mr. BRADLEY), the
Senator from Louisiana, and other
amendments relating to that one
topic. If there are other amendments,
I would say to Members who may be in
their offices that we would like to con-
tinue to dispose of amendments this
afternoon. I think that is the hope of
the majority leader; Is that correct?

Mr. BAKER. That is correct.
Mr. President, will the Senator yield

to me?
Mr. DOLE. Yes.
Mr. BAKER. Mr. President, we

really need to do as much as we can
this afternoon. I congratulate the Sen-
ator from Kansas, the chairman of the
committee, and others for moving
along as expeditiously as they have
been doing.

May I ask the manager of the bill
whether or not he thinks that we can
be usefully employed this afternoon
for another hour or so, so that Sena-
tors can be on notice?

Mr. DOLE. I would say probably an-
other hour, maybe an hour and a half.

Mr. BAKER. I would like to get to
third reading if we can, and, if we
cannot, to do as much as is possible to
do In any event so that we can finish
this bill on Monday.

Mr. DOLE. There may be one add!-
tional rollcall vote today.

Mr. BAKER. I thank the chairman.
Mr. DOLE. Mr. President, I suggest

the absence of a quorum while we
await the arrival of the distinguished
chairman of the Budget Committee.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. DOLE. Mr. President, I ask
unanImous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOLE. Mr. President, the Sena-
tor from Kansas is advised that the
amendment we had hoped to take up
now probably cannot be disposed of or
even considered until sometime on
Monday. It concerns whether or not
social security should be within the
budget process. That may take, I
would assume, at least an hour or an
hour and a half of debate. Hopefully it
would not take longer than that
amount of time.

Because of a conflict between four
or five principal players we cannet act
on that amendment this afternon. I
hope that other Members in their of-
fices who may have amendments could
offer them. I know the distinguished
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Senator from Florida, Senator HAW-
KINS, has an amendment, as does the
Senator from New Jersey, Senator
BRADLEY. Both will require rolicall
votes.

If there are Senators who believe
they have noncontroversial amend-
ments, this would be a good time to
discuss them and determine if they aie
noncontroversial. We would like to dis-
pose of additional amendments this
afternoon. It is our purpose to com-
plete action on this bill on Monday.

I suggest the absence of a quorum
while, hopefully, Members start
coming this way.

The PRESIDING OFFICER. The
clerk will call the roil.

The bill clerk proceeded to call the
roll.

Mr. HEINZ. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.
ZtEMOVING sOCIAL SECURITY FROM THE tYNIFIED

BUDGET

Mr. HEINZ. Mr. President, It had
been my intention to offer my amend-
ment to remove social security from
the unified Federal budget this after-
noon, but Senator CxnEs, the ranking
member of the Budget Committee,
and Senator DoINIcI have travel ar-
rangements that, were I to offer the
amendment at this time, would pre-
vent them from fully engaging in
debate. What I shall do Instead is dis-
cuss the amendment this afternoon. I
shall send the amendment to the desk
not to be taken up and to be consid-
ered, but I shall simply have the
amendment printed and printed in the
RECORD at this point but not as if for
consideration.

The amendment is as follows:
At the end of title I, Insert the following:
REMOVAL O' SOCIAL SECURITY TRUST 'VND5

FROM T1 UNIFIED BUDGET

SEC. . Part A of title XI of the Social Se-
curity Act Is amended by adding at the end
thereof the following new section:

"REMOVAL OF SOCIAL SECURITY TRUsT tTND5
FROM THE tYNIFIED BUDGET

"SEC. 1136. (a)(1) For the fiscal years be-
ginning alter September 30, 1984, and
ending before October 1, 1988, the President
shall, in accordance with the second sen-
tence of section 1104(c) of title 31, United
States Code, establish a separate functional
category for requests for new budget au-
thority and estimates of outlays for the
Federal Old-Age and StrviVors Insurance
Trust Fund, the Federal Disability Insur-
ance Trust Fund, the Federal Hospital In-
surance Trust Fund, and the Federal Sup-
plementary Medical Insurance Trust Fund,
and a separate category for estimates of reV-
enues for such Trust Funds and estimates of
reVenues from taxes Imposed under sections
1401, 3101, and 3111 of the Internal Reve-
nue Code of 1954. The categories estab-
lished by the President pursuant to the pre-
ceding sentence shall be used In the prepa-
ration and submission o the budget under
section 1105(a) of titit 31 United States
Code, for each such fiscal ear. The budget
submitted under such section for each such
fiscal year shall not classify requests for
new budget authority and estimates of out-
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lays and revenues for such Trust Funds and
estimates of revenues from taxes Imposed
under sections 1401, 3101, and 3111 of the
Internal Revenue Code of 1954 under any
functional category other than the catego-
ries established by the President pursuant
to this paragraph.

"(2) NotwithstandIng any other provision
of law, any concurrent reoIution on the
budget considered under title III of the
Congressional Budget Act of 1974 for a
fiscal year beginnrng after September 30,
1984, and ending before October 1, 1988,
shall use the categories established by the
President under paragraph (1) In specifying
•the appropriate levels of new budget au-
thority and budget outlays for the Federal
Old-Age and Survivors Insurance Trust
Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance
Trust Fund, and the Federal Supplemen-
tary Medical Insurance Trust Fund and In
specifying the recommended level of rev-
enues for such Trust Funds and revenues
from taxes Imposed under sections 1401,
3101. and 3111 of the Internal Revenue
Code of 1954. A concurrent rsolutlon on
the budget considered under title III of the
Congressional Budget Act of 1974 for any
such fiscal year shall not classify the appro-
priate levels of new budget authority and
budget outlays for such Trust Funds or the
recommended level of revenues for such
Trust Funds and revenues from taxes tin-
posed under sectIons 1401, 3101, and 3111 of
the Interna1 Revenue Code of 1954 under
any funct&onal category other than the cat-
egories established by the President pursu-
ant to paragraph (1).

'(b)(1) Notwithstanding any other provi-
sion of law, at the time the President sub-
mits the budget under ectlon 1105(a) of
title 31, Untted State5 Code, for any fiscal
year beginning after September 30, 1988,
and at the times the President submits the
supplemental summary and changes n
budget authority, ouUays, and receipts
under section 1106 of such title for any such
fIscal year, the President shall transmit to
the Congress a separate statement specify-
Ing requests for new budget &uthority and
estImates of outlays for the Federal Old-Age
and Survivors Insurance Trust Fund and
the Federal Disability Insurance Trust
Fund for such fiscal year and estimates of
revenues for such Trust Funds and revenues
from taxes Imposed under sections 1401(a),
3101(a), and 3111(a) of the Internal Reve-
nue Code of 1954 for such fiscal year. The
budget for any such fIscal year submitted
under section 1105(a) of title 31, United
States Code, and any supplemental sum-
mary or changes in budget authority, out-
lays, and receipts submitted under section
1106 of such title br any such fIscal year,
shall not contain any requests for new
budget authority or any estimates of out-
lays or revenues for any such Trust Fund
for such fiscal year or any estimates of rev-
enues from taxes Imposed under sections
1401(a), 3101(a), and 3111(a) ob the Internal
Revenue Code of 1954 for such fiscal year.

"(2) Notwithstanding any other provision
of law, any concurrent resolution on the
budget considered under title HI of the
Congressional Budget Act of 1974 for any
fiscal year beginning after September 30,
1988, shall not Include In the provisions
specifying—

"(A) the appropriate level of total new
budget authority and total outlays required
under section 301(aXl) of such Act for such
fiscal year;

"(B) the estimates of total new budget au-
thority and total outlays for each major
functional category required under section
301(a)(2) of such Act for such fiscal year; or
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"(C) the recommended level of Federal

revenues required under section 301(a)(4) of
such Act for such fIscal year,
any amounts attributable to budget authori-
ty and outlays for the Federal Old-Age and
Survivors Insurance Trust Fund and the
Federal Disability Insurance Trust Fund for
such fiscal year or any amounts attributable
to revenues for any such Trust Fund or rev-
enues from taxes Imposed under sections
1401(a), 3101(a), and 3111(a) of the Internal
Revenue Code of 1954 for such fiscal year.

"(3) Any concurrent resolution on the
budget considered under title III of the
Congressional Budget Act of 1974 for any
fiscal year beginning after September 30.
1988, or any amendment thereto or any con-
ference report thereon, shall not contain
any specifications or dlirections described In
the second sentence of section 310(a) of
such Act which relate to the Federal Old-
Age and Survivors Insurance Trust Fund,
the Federal Disability Insurance Trust
Fund, or revenues from taxes Imposed
under sections 1401(a), 3101(a), and 3111(a)
of the Internal Revenue Code of 1954.

'(C) The budget outlays of the Federal
Old-Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance
Trust Fund for any fIscal year beginning
after September 30, 1988, shall be exempt
from any general limitation Imposed by
statute on budget outlays of the United
States, Including any limitation on net lend-
ing.

"(d)(1) For the fiscal year beginning on
October 1, 1988, and the succeeding fiscal
years, the President shall, In accOrdance
with the second sentence of section 1104(c)
of title 31. United States Code, establish a
separate functional category for requests
for new budget authority and estimates of
outlays br the Federal Hospital Insurance
Trust Fund and the Federal Supplementary
Medical Insurance Trust Fund and a sepa-
rate category for revenues for such Trust
Funds and revenues from taxes imposed
under sect.tons l4OUb), 3101(b), and 3111(b)
of the Internal Revenue code of 1954. The
categories established by the President pur
suant to the preceding sentence shall be
used In the preparation and submission of
the budget under section 1105(a) of title 31,
United Sthtes Code, for each such fiscal
year. The budget submitted under such sec-
tion for each such fiscal year shall not clas-
sify requests for new budget authority and
estimates of outlays and revenues for such
Trust Funds and estiniates of revenues from
taxes imposed under sections 1401(b),
3101(b), and 3111(b) of the Internal Reve-
nue Code of 1954 under any functional cate-
gory other than the categories established
by the President pursuant to this para-
graph.

"(2) NotwithstandIng any other provision
of law, any concurrent resolution on the
budget considered under title III of the
Congressional Budget Act of 1974 fOr a
fIscal year beginning after September 30,
1988, shall use the categories established by
the President under paragraph (1) In speci-
fying the appropriate levels of new budget
authority and budget outlays for the Feder-
al Hospital Insurance Trust Fund and the
Federal Supplementary Medical Insurance
Trust Fund and the recommended level of
revenues for such Trust Funds and for rev-
enues from taxes imposed under sections
1401(b), 3101(b), and 3111(b) of the Internal
Revenue Code of 1954. A concurrent resolu-
tion on the budget considered under title III
ob the Congressional Budget Act of 1974 for
any such fiscal year shall not classify the
appropriate levels of new budget authority
and budget outlays for such Trust Funds or
the recommended level of revenues for such
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Trust Funds and revenues from te rn-
posed under sections 1401(b), 3101(b), and
3111(b) of the Internal Revenue Code of
1954 under any functional category other
than the categories established by the Pre
dent pursuant to paragraph (1).

"(e) The provisions of subsections (aX2),
(b)(2), (b)(3), and (d)(2) are enacted by the
Congress—

"(1) as an exercise of the rulemaking
power of the House of Representatives and
the Senate, respectively, and as such they
shall be considered as part of the rules of
each House, respectively, or of that House
to which they specifically apply, and such
rules shall supersede other rules only to the
extent that they are inconsistent therewith;
and

"(2) with full recognition of the constitu-
tional right of either House to change such
rules (so far as relating to such House) at
any time, In the same manner, and to the
same extent as in the case of any other rule
of such House.

"(f) For purposes of this section—
"(1) the term 'budget outlays' has the

same meaning as In section 3(1) of the Con-
gressional Budget and Impoundment Con-
trol Act of 1974.;

'(2) the term budget authority' ha the
same meanIng as In section 3(2) of such Act;
and

"(3) the term 'concurrent resolution on
the budget' has the same meaning as in iec-
tion 3(4) of such Act.".

Mr. HEINZ. Mr. President, let me
take my colleagues' time to consider
what I view as a very important choice
before the Senate.

The amendment we shall take up on
Monday, that I shall offer then, would
separate the operations of the social
security trust fund, first, as a distinct
functional category in the next con-
gressional and Presidential budgets,

• and then Would remove social security
entirely from the unified budget be-
ginning in fiscal year 1989. SpecifIcally
under this amendment, the operations
of the old age and survivors insur-
ance—OASI—the disability insur-
ance—DI—the hospital Insurance=-
HI—and the supplemental medical in-
surance—SMI---trust funds would be
separated from functional categories
550 and 600 and displayed as a sepa-
rate function in the President's and
the congressional budget effective
with the fiscal year 1985 budgets.

In addition, the operations of the
OASI and DI trust funds would be sep-
arated from the President's budget
and the congressional budget and
exempt from any general limitation on
spending of the U.S. Government, ef-
fective for fiscal year 1989.

Mr. President, so that there Is no
misunderstanding of what this amend-
ment would achieve, I ask unanimous
consent that a section-by-section anal-
ysis of it be printed in the RECORD at
this point.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:
AMENDMENT To REMOvE SocIAL SEcuRrr

FROM THE UNIFm FEDERAL BuDcrr Y
SENATOR HEINZ—SECTION-BY-&CTION
ANALYsIs
(a)(1) For fiscal years 1985 through 1988.

the President's budget would contaIn a sepa-
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rate functional category for the budget au-
thority and. outlays of the Old Age and Sur
vivor's Insurance (OASI), the Disability In-
surance (DI), the Bospital Insurance (BI),
and the Supp'ementary Medical Insurance
(SMI) trust funds; and a separate category
for the revenues to these trust funds. These
trust funds woUld not be classified in any
other categories. Budget authority, outlays,
and revenues for these trust funds would
still be included in the budget totals.

(2) Budget resolutions for fisca' years 1985
through 1988 would use the categories es-
tablished by the President in specifying
budget authority, outlays, and revenues for
the OAZI, DI, BI, and SMI trust funds.
These trust funds would not be classified in
any other categories, and would be Included
in the budget tota's.

(b)(1) For flsca] years 1989 and beyond,
budget authority, outlays, and revenues of
the OASI and DI trust funds would not be
included in the unified budget submitted by
the President. However, when the President
sends the unified budget and mid-year revi-
sions to the Congress, he would send. in ad-
dition a separate statement on the oper-
ations of the OASI an DI trust funds.

(2) Concurrent budget resolutions for
fiscal year 1989 and beyond would not In-
Cude In the totals, functional categories.
and revenues, any amount attributable to
budget authority, outlays, or revenues for
the OASI and DI trust funds.

(3) Concurrent budget resolutions, and
amendments to or conference reports on
concurrent budget resolutions would not in-
clude reconciliationllnstructions to Commit-
tees which relate to the OASI or DI trust
funds, effective for fiscal years 1989 and
beyond.

(c) The OASI and DI trust funds would be
exempt from any general limitations on out-
lays and net lending which might be im-
posed (e.g. were there a statutory require-
ment that outlays could not exceed rev-
enues m any given year, the OASI and DI
trust funds would not be included).

(d) For fisca' years 1989 and beyond, the
SMI and BI trust funds would be included
in the unified budget but wou'd be treated
as a separate functional category in the
budget.

(e) This provision simply restates that
limitations on what can be included In con-
current budget resolutions are considered
part of Bouse and Senate rules and not a
matter of statute, and can be changed as
such by either Bouse.

Mr. HEINZ. FOr the sake of empha-
sis and clarity, let me say again that
the amendment insofar as it affects
the congressional budget process, in-
cluding reconciliation, would only be
with respect to the two cash benefit
trust funds—old age and survivor's in-
surance and disability insurance—and
that it is those two and those two only
that would be removed from the uni-
fied budget beginning in fiscal year
1989. Therefore, it would not remove
the two medicare trust funds, HI and
SMI. The medicare trust funds would
remain In the budget as a separate
functional category.

There are two reasons for leaving
the two medicare trust funds in the
budget. First, although one of these—
HI—is financed by the payroll tax,
there really is no relationship between
the earnings of the worker and the
benefits provided under the program.
Once an Individual is entitled to medi-
care, they have full access to the bene-
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fits of the program, no matter how
many quarters they worked beyond
the minimum of 40 quarters, and with.
out regard to the amount of earnings
they had in this period. So In this
regard, the sense of having earned the
benefits is really quite different than
it is with regard to the cash benefits.

Second, and more important in my
mind, is that the medicare program s
facmg serious financing diffictilties be-
ginning in a few years and extending
into the foreseeable future. These fi-
nancing problems are so severe that
they call into question our ability to
continue operating medicare as it is
currently structured. Medicare's f 1-

nancing problems are only a signal of
far greater financing problems In the
general area of health care. With hos-
pital costs rising 'at twice the rate of
inflation, we are not only facing
alarming increases in medicare ex-
penditures, we are facing a substantial
erosion in tax revenues as well
through our Income-tax treatment of
private health insurance, These are
problems we will have to address
broadly throughout the budget. The
solutions to them may involve a re-
structuring of medicare financing
making it inappropriate to have this
program outside of the unified Federal
budget. So I do not believe this is the
proper time to address the issue of
how we should treat medicare financ-
ing in the unified budget.

Mr. President, I would like to con-
trast the financing problems we have
in medicare with those we have been
experiencing In the cash benefit pro-
grams, because I think this reinforces
the justification for separating the
cash benefit programs from the uni-
fied budget. While the nominal cost of
funding the current structure of bene-
fits in OASI and DI is expected to rise
substantially over the next 75 years,
the cost of these programs relative to
the economy as a whole will not neces-
sarily increase over levels we are al-
ready supporting. In other words,
today the cash-benefits account for
about 5.2 percent of the GNP, and
under intermediate Il-B assumptions,
they are expected to be 5.4 percent of
GNP in 2060. In the interim, OASDI
outlays will fluctuate under these as-
sumptions between 4 percent and 6
percent of GNP. But the point is, over
the long run, this s a relatively stable
spending prcgrani. Where Federal
spending fixed as a percent of GNP in
the future will be the case, this pro-
gram would account for a relatively
stable share of that spending over
quite a long period of time.

Medicare, however, is quite a differ-
ent matter. Health care costs general-
ly have been and are expected to con-
tinue rising at alarming rates. Health
care accounted for only 6 percent of
GNP as recently as 1965. It has
jumped to nearly 11 percent of GNP
today and is• still climbing.

In sum, I think it makes good sense
to wait until we resolve the problems
in health-care financing and see how
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medicare s financed at that time
before we make any final dedsions
about including or excludIng medicare
from the unified Federal budget.

Mr. President, for several years,
Congress has been debating whether
social security ought to be a part of
the unified budget and whether it
ought to be considered each year in
the. context of the congressional
budget process.

I believe the time has come to stop
discussing that question. We have
given it a tremendous amount of
study. I believe the time has come to
act.

We have before us today a social se-
curity financing bill which will do a
great deal to restore public confidence
in the social security program. It will
provide $165.5 billion in additional fi-
nancing in the shortrun and tOtally
eliminate, under current forecasts, the
longrun financing deficit. Despite its
success in providing new financing, it
falls to address one of the root causes
of declining public confidence, namely,
cynidsm about the way the Congress
develops social security legislation.

I have been in a number of forums
where the work of the Finance Com-
mittee and of the Budget Committee
has been misunderstood. Any time
somebody proposes to try and put
social security on a firm financial foot-
ing so that we may assure the elderly
that their benefit checks are going to
go out, someone will get up and say:
"These changes are being proposed to
balance the budget on the backs of
social security recipients."

How many times we have heard that
in the last 2 years are too numerous to
count. Whatever the reasons, there is
a general misunderstanding in the
public of the way social security s fi-
nanced and of its relationship to the
rest of our Federal programs.

Many people honestly believe that
the Federal Government uses social
security funds for other purposes and
that the current financing problems
have resulted because the Congress
has repeatedly raided the trust funds.

Mr. President, I do not know of a
single Member of this body who wants
to be accused, even to let it be thought
for a moment that they want to make
a single change, no matter how
modest, in the social security system if
it s for the purpose of balancing the
budget, or for that matter for the pur-
pose of helping finance the defense
budget, or any purpose other than
maintaining the solvency of social se-
curity itself.

But I must say, I think the fact that
we have had to deal with social secu-
rity in the annual congresssional
budget debate in the last few years is
largely to blame for this growing
public skepticism. Congress has given
the American people the impression
that payment of social security bene-
fits is conditional upon the status of
the overall Federal budget, and not
solely upon the financial condition of
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the trust funds. Annual quick fixes in
social security, made in the rush of re-
porting out a comprehensive budget,
have flown in the face of the fact that
this is a social insurance program de-
pendent on long-term commitments by
workers and the Government. Its in-
clusion in the budget process has made
it look more like discretionary spend-
ing than the social insurance that it is.

Mr. President, the need to restore
public confidence in the long-term sta-
bility of social security Is of overriding
importance. In the last few years,
while the Congress has been debating
what to do about social security, the
public, particularly younger workers,
has lost faith in the future of this pro-
gram. In 1978, surveys showed that
nearly half of all workers between 18
and 49 had confidence that they would
receive benefits from the program
when they retired. Today, fewer than
one in four of these workers believe
they will receive benefits. Mr. Presi-
dent, that is not a reversal. It is a
wholesale loss of public confidence. It
is a serious probleni because the whole
structure of this social Insurance pro-
gram rests on a compact made across
generations. Younger workers today
pay taxes to finance benefits for
todays retirees In the expectation that
future generations will also be willing
to pay taxes when it is their turn to
retire. Such growing doubts about the
future of social security threaten to
undermine the willingness of workers
to support the payroll tax upon which
the entire system rests.

The bill before us will begin the
process of restoring public confidence
in. social security. In part, we will do
this through the financing measures
we adopt here. But we will also need to
reassure the 115 mIllion contributing
workers and 35 million social security
beneficiaries that these measures are
being adopted solely to finance social
security. To do this we must remove
the social security trust funds from
the unified Federal budget.

Restoring public confidence in social
security is one good reason for remov-
ing social security from the budget,
but it is not the only reason. If we look
at this question from a budget per-
spective, it is even clearer that social
security does not belong in the unified
budget.

Mr. President, the social security
program is a very different kind of
program than those we generally find
in the budget. It is a program which
has its own dedicated taxes and its
own financing reserve. This reserve is
intended to provide resources to the
program, cushioning it from the ups
and downs of economic cycles. When
social security ruxs deficits, it draws
on its reserves; when it runs surpluses
it builds the reserves back up. As part
of the unified budget, however, social
security's deficits add to the budget
deficit and its surpluses mask budget
deficits that might otherwise be more
apparent. But social security is not a
program which should be continually
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adjusted to correct these temporary
effects on the overall budget. It is a
program which should be set on a
sound financial basis and, to the
extent possible, left alone to weather
economic and demographic fluctu-
ations with its own resources.

If we make the mistake of leaving
social security in the unified budget, I
think we are going to have tremen-
dous difficulty in the future managing
the social security program in a con-
sistent manner. None of us can know
for sure what the future will hold, but
there are a few events which we know
have a high probability of occurring.
One of these which is going to have
tremendous effects on social security
financing, is the inevitable aging of
the baby-boom generation. Like a
rabbit swallowed by a snake, this gen-
eration will advance slowly through
the age groups—first swelling the
ranks of workers, and then, after 2015,
swelling the ranks of retirees. This
demographic pattern will result in
annual surpluses for social security
from the 1990's for about 25 years—in
other words through about 2015—fol-
lowed by annual deficits for social se•
curity after 2015. It seems to me, if we
can gaze into the crystal ball for a
moment, that this will lead to two
kinds of problems in the context of
the unified budget.

Mr. President, the charts behind me
indicate the periods when social secu-
rity will be in surplus and when it will
be in deficit. As my colleagues can see,
there are very large yellow areas be-
tween the years 1990 and 2015 that
represent both annual and accwnulat-
ed surpluses. After the year 2015,
there is a large area of red that dimin
ishes over time to a greater or lesser
degree, depending on assumptions,
that represents deficits, both annual
and accumulated, that the system wili
experience.

Let us look at one of the surplus
years. Take the year 2010. Under pres-
ent law in that year, the old-age, survi-
vors, and disability insurance trust
funds are going to receive in revenues
an estimated $60 billion in 1982 dol
lars, today's dollars—not the dollars of
the future some 30 years hence—they
will receive $60 billion more than they
will spend in outlays, adding this to a
trust fund of more than $600 billion,
again 1982 dollars, not future dollars.

If we enact H.R. 1900, as .1 hope we
do, this surplus could run as high as
$125 billion in that year, and the trust
fund Itself might total as much as $1
trillion that year.

It seems to me that if we have
annual surpluses this large there will
be enormous pressures for excess Gov-
ernment spending in other areas since
this excess spending could occur with-
out generating or creating a budget
deficit. -

Now let us gaze still a little further
ahead into the future, and what we
see is a very different problem for
social security and, indeed, for the
country. This time let us look at the
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year 2O25 Now the OASDI trust funds
are spending under current law about
$100 billion more than receipts in rev-
enues, again in 1982 dollars, and it is
beginning to draw down on its reserves
of more than $230 billion.

If H.R. 1900 is enacted, the deficit
would be somewhat smaller, perhaps
only $50 billion, and trust fund re•
serves would be quite a bit larger. But
the general problem will be the same.
These large deficits—equal to about 5
percent of Federal outlays—will put
tremendous pressure on the Congress
to either cut spending in other Federal
programs or cut spending in social se-
curity, despite the fact that social se-
curity will have adequate trust fund
reserves to meet its own needs
through the 2050's and beyond

These pressures to cut more or
ipend more because of the fluctu-
ations in social security appear sub-
stantial when we look into the future.
But we can see similar, though less in-
tense, pressures operating on the Con-
gress today. In fiscal year 1969, when
President Johnson first included the
operation of the social security trust
funds in the Federal budget, it had the
side effect, because social security was
running surpluses in those years, of
making the spending on the Vietnam
war look smaller, and obscuring its
Impact on the budget deficit By con-
trast, in recent years, social security
deficits have intensified the overall
budget deficits and increased the pres•
sure to cut spending. On at least one
occasion, these pressures have led the
Congress to make cuts in social secu-
rity that were, in my opinion, hasty
and ill-advised.

The mismatch between social secu-
rity and the unified budget is only too
clear. The horizon of the budget proc-
ess is 1 to 3 years. By necessity it must
focus on program changes which can
go into effect quickly and produce
either immediate savings or immediate
increases in revenues. On the other
hand, the horizon of social security is
an individual's working career and re-
tirement. Its trustees project the actu-
arial balance of the system over a 75-
year period. To consider social security
only in terms of its financial condition
In the next year or so is not only
shortsighted but can be extremely
dangerous for the long-run integrity of
the system.

Some have suggested that my legis-
lation would take social security off
budget and hide it somewhere in the
murky gloom of unknown and uncon-
trolled off-budget agencies. This is ri-
diculous. I do not think anyone would
seriously believe there is any danger of
losing a program the size of social se-
curity in the shadows. We will always
know where it is and what It is doing.

It is interesting to note that even
before social security was thrown in
with the rest of the budget, the role of
social security spending as a part of
overall Federal spending was abun•
dantly clear to the Congress. Prior to
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the submission of the first unified
budget, there were two separate Fed-
eral budgets: a trust fund budget and
an administrative budget. Though
these budgets were presented sepa
rately, they were combined in a sng1e
table for use in assessing the overall
impact of all Federal spending pro.
grams on the economy. The amend-
ment I will offer on Monday would not
hinder in any way the ability of the
Congress to evaluate the economic ef-
fects of social security spending. What
it would do is separate the issue of
social security solvency from other
budget issues which are substantively
inre1ated.

Mr. President, the time has come to
clarify for the American public that
social security is an independent and
separate program which must survive
on its own basis and not be continually
adjusted to respond to budget pres-
sures. I ask my colleagues to support
this method of dealing responsibly
with the Issue when we address it on
Monday.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER (Mr.
ANDREWS). The clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. BAKER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. BAKER. Mr. President, I have
just conferred with the distinguished
chairman of the Finance Committee,
Senator DOLE, who Is on the floor. He
indicates to me that there are one or
two, maybe three, other amendments
that can be disposed of this afternoon.
I hope so, because we need to do as
much as we can. It does not appear
that those amendments will require
roilcall votes.

In view of that, and in view of the
number of absentees on both sides of
the aisle which have developed by this
hour, I wish to announce that there
will be no more rollcall votes today.
We will continue on this bill, however,
and do as much of it as we can without
further record votes today.

I urge Senators who have amend-
ments and are willing to take them up
today to come to the floor and make
that known to the two managers.

Mr. President, so much has been
done today that I feel we all should
offer congratulations to the chairman
of the committee and the ranking mi-
nority member, who have done their
usual excellent job of moving this bill
along. I believe that we are now in
striking distance of finishing on
Monday.

I announce, Mr. President, that Sen-
ators should be prepared to stay late
on Monday and finish this bill, be-
cause it is essential, in my view, that
we get this bill to conference as soon
as possible.

The adjournment resolution that
will come to us from the House of
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Representatives will provide for the
adjournment of the Senate over for
the Easter recess on Wednesday,
Thursday. or Friday.

I need not belabor that point, except
to say that the sooner we get the
social security bill out of the way and
get to conference and get the jobs bill
out of the way, the sooner we will be
able to adjourn and perhaps improve
the schedule for the Easter recess by a
day or so.
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SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The Senate resumed consideration
of H.R. 1900.

Mr. SARBANES. Mr. President, will
the majority leader yield?

Mr. BAKER. I yield.
Mr. SARBANES. Is it the majority

ieaders intention to try to finish the
bill on Monday?

Mr. BAKER. Yes, it is.
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Mr. DOLE. Mr. President, in view of

and following what the majority and
minority leaders have discussed, I
would indicate that we are not encour-
aging any more amendments. We have
still some to deal with. I know that the
amendment by Senator BRADLEY, if he
pursues that amendment, will be a
record vote because there is strong op-
position, including opposition from the
chairman and the ranking minority
member of the Finance Committee to
that amendment.

Senator HAWKINS, the distinguished
Senator from Florida, has an amend•
ment which would cost about $2 bil-
lion. We do not have $2 billion. That
will be strongly opposed.

Arid as far as I know at this point,
then the budget issue will probably re•
quire a roilcall vote. I am talking
about Monday.

Others, if they pursue the amend-
ments, could require roilcall votes.

Sometime perhaps on Monday the
distinguished Senator from Louisiana
(Senator LONG), will have an amend-
ment which will be amended and that
will require some roilcall votes.

So there will probably be a number
of roilcall votes. I doubt any would be
before 2:30 p.m.

I know we are waiting. Senator
BENTSEN has an amendment.

Would he be willing to add Senator
ThURMOND as a cosponsbr to his
amendment?

Mr. BENTSEN. I am delighted to do
SO.

The PRESIDING OFFICER. With-
out objection, the amendment of the
Senator from New Jersey will continue
to be laid aside.

UP AMETDMENT NO. 101

(Purpose: To treat nonqualif led deferred
compensation the same as other elective
deferred compensation for social 8ecurlty
purposes) -

Mr. BENTSEN. Mr. President, I
have an unprinted amendment which
I send to the desk and ask that it be
stated.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Texas (Mr. Bms).
for himself, Mr. Thun,&offl,, Mr. ZORIN5KY,
Mr. DURENBERGER, Mr. LUGAE, Mr. Sy?.lMs,
Mr. BAucus, Mr. SAss, and Mr. BRrn
proposes an unprinted amendment num-
bered 101.

Mr. BENTSEN. Mr. President. I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
SECn0N 1. Strike lines 3-19 on page 104

and strike lines 20-2S on page 106. and lines
1-11 on page 107 and in each place insert
the following new paragraph:

'(2) treatment of certain nonquaiifed de
ferred compensation plans"

"(A) IN GENERAL—Any amount deferred
under a deferred compensation plan shall be
taken into account for purposes of this
chapter as of the later of

(i) when the services are performed, or

"(Ii) when there is no substantial risk of
forfeiture of the rights to such amount.

°(B) TAx ONLY 0NcE.—Any amount
taken into account as wages by reason of
subparagraph (A) shall not thereafter be
treated as wages for purposes of this chap-
ter.

'(C) DERR cOMPENsATION PLAN.—FoT
purposes of this paragraph—

"(i) IN GENEBAL.—Except as provided in
clause (iD, the term 'deferred compensation
plan' means any plan or other arrangement
for deferral of compensation other than a
plan described in subsection (a)(5).

'(ii) ExcEPTION FOR CERTAIN GovERNMENTAL
PLAN5.—In the case of a governmental plan
(within the meaning of section 414(d)), the
term "deferred compensation plan" shall In-
clude only a plan described In sections
457(a), 457(eXl), 457(e)(2)(B), 457(e)(2)(D).
and 457(e)(2)(E).

SEC. 2. Strike lines 4-18 of page 110 of
amendment 516 and Insert the following:

"Any amount deferred under a deferred
compensation plan (within the meaning of
section 3121(v)(2)(C) of the Internal Reve-
nue Code of 1954) shall be taken Into .
count for purposes of this title as of the
later of when the services are performed, or
when there is no substantial risk of forfeit-
ure of the rights to such amount. Any
amount taken into account as wages by
reason of the preceding sentence shaU not
thereafter be treated as wages for purposes
of this title."

SEC. 3. EFFECTIvE DATE.—SectIoflS
3321(v)(2) and 3306(r)(2) of the Internal
Revenue Code of 1954, as added by this sec-
tion, shall apply to services performed after
December 31, 1983.

Mr. BENTSEN. Mr. President, I
have an amendment to correct what I
believe to be an unintended result
reached by the Finance Committee.

Many employers, particularly small
employers, use nonquaiified deferred
compensation arrangements as a
method of providing retirement
income for their employees. Under
current law, amounts deferred under
these nonqualified deferred compensa-
tion plans are not subject to FICA
(social security) or FUTA taxes when
received as retirement payments. The
blue ribbon Greenspan Commission
did not recommend a change in this
treatment. Likewise, the House of
Representatives did not subject these
deferred amounts to FICA or FUTA
taxes.

Unfortunately, the Finance Commit-
tee has chosen to subject these non-
qualified, deferred amounts to FICA
and FEJTA taxes when actually paid as
retirement payments. This has the
result of subjecting recipients to a
social security tax burden when they
are already retired and receiving social
security. It has the additional onerous
effect of eliminating the person's
social security benefits because of the
wage limitations. By indirection, it ef-
fectively increases the wage base for
these persons way beyond the wage
base currently in the bill, which, as we
know, has already been drmaticafly
increased. Finally, the Finance com-
mittee amendment is retroactive and,
consequently, would drastically in•
crease taxes by changing the rules
alter people already elected to defer
some of their compensation.

March .78, 1988
My amendment corrects these re-

sults by simply subjecting these
amounts to FICA and FUTA taxation
when the amounts are deferred, not
when they are eventually paid or
made a ailable. This simple, easily un-
derstood solution is exactly the same
as the Greenspan committee recom-
mendaticn and the House and Senate
Finance Committee action in referS
ence to section 401(k) plans and ail
similar plans under the bill. My
amendment will help preserve the
social security base from erosion by, in
effect, ignoring nonqualified deferred
compensation agreements for social se-
curity purposes without, however, tin-
posing a drastic penalty on this form
of compensation.

In most cases, under nonqualified
deferred compensation agreements it
is a relatively simple matter to deter-
mine when amounts are deferred and
the amount that is being deferred.
Likewise, as in many other areas of
our tax law, simple rules can be estab
lished to determine the present value
of amounts deferred in other cases.

My amendment preserves social se
curity benefits for retired persons by
simply making amounts deferred
under nonqualified compensation
plans subject to FICA and FUTA
when deferred, not when eventually
paid or made available.

There is negligible revenue loss, if
any, and the amendment should be
adopted.

Mr. President, what we are dealing
here with is an amendment that deals
with deferred compensatkn and under
the present law, this is one where you
would not have a tax incurred. What I
am asking for and what has been
checked with the chairman of the
committee and with Senator LONG, the
ranking minority member, is a piece of
legislation that is revenue neutral and
was not in the blue ribbon commission
report of recommendations nor was it
in the House bill and frankly would
allow the deferred compensation to be
recorded as of the date that it is
earned rather than deferred to some
future date at the time when it was re
ceived.

I believe that is the proper way to
approach the problem and If we do not
have that, then I think we have an un•
intended result in what was reported
out of the committee and I believe
that it would result in a number of de
ferred compensation plans being
dropped.

I believe that is a good way t try to
encourage retirement plans, and I urge
very strongly that this amendment be
accepted. and I state that it has been
sukmitted to staff and to the chair-
man of the committee.

1 yield to the Senator from Kansas
for an comrne:ts that he may make.

Mr. DOLE. Mr. President, this
amendment has been discussed with
both the Senator from Texas and the
Senator from South Carolina, and ear-
her today I had a colloquy, which is in
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the RECORD, with the distinguished
Senator from South Carolina, Senator
Tmmi.corm, on this same subject.

This amendment Is further clarifica-
tion, and, as the Senator from Texas
Indicates, it is a conforming amend-
ment in many respects.

Essentially, the Bentsen-Thurmond
amendment will conform, as closely as
possible, nonqualified deferred com-
pensation arrangement to the FICA
tax treatment, section 401(k) plans as
agreed to by the Finance Committee.
It Is fair to treat all deferred compen-
sation equally for FICA purposes.

There may be additional areas such
as ad hoc cost-of -living adjustments
which may have to be worked out in
conference, but this amendment goes
a long way toward equalizing the
FICA tax treatment of qualified and
nonqualified deferred compensation
arrangements and should be adopted.

I am willing to• accept the amend-
ment as I understand the distin-
guished Senator from Louisiana Is
willing to accept the amendment.

I am happy to yield to the Senator
from South Carolina.

Mr. THTJRMOND. Mr. President, I
wish to thank the able manager of the
bill.

We feel this Is a sound aniendment,
and I hope the Senate will accept it.

The PRESIDING OFFICER. The
question Is on agreethg to the amend-
ment of the Senator from Texas.

The amendment (UP No. 101.) was
agreed to.

Mr. BENTSEN. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. DOLE. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, are there
other amendments that might be dis-
posed of without record votes?

Mr. BAKER. Mr. President, may I
inquire of the distinguished chairman
of the committee if there are other
amendments that appear available to
us? If not, I intend to ask the Senate
to have a period for the transaction of
routine morning business.

Mr. DOLE. Mr. President, I know of
no other noncontroversial amend-
ments. There are some that may
become noncontroversial, but at this
point we are still in the negotiation
and discussion stage.

So I think that is about all we can do
today.

Mr. BAKER. I thank the Senator.
Mr. President, it has been a good

day, and the chairman of the commit-
tee and the ranking minority member
should be commended for their good
work this day.
TREATMENT O' DEFERRED EMPLOYEE COMPENsA-

TION UNDER THE socIAL SECURITY EARNINGs
TEST

Mr. THURMOND. Mr. President, I
wish to have a brief colloquy with the
distinguished floor manager of the
social security bill concerning the bill's
treatment of deferred employee com-

pensation under the social security
"earnings test."

I have been advised that, as reported
from the Finance Committee, the
social security bill apparently would
have had the unintentional effect of
causing thousands of retired recipients
of deferred compensation to lose all or
part of their social security benefits.

This would occur as a result of the
interaction between the revised defini-
tion of "wages"—which would include
certain types of deferred compensa-
tion—and the "earnings test", which
causes social security benefits to be re-
duced if the retiree has earnigns hi
excess of the allowed amount. Since
another provision of the bill complete-
ly eliminates the retirement earnings
test by 1994, an objective which I
strongly support, I am sure that it is
not the intent of the committee to
bring under the earnhigs limitation a
large group of individuals—retired re-
cipients of deferred compensation—
who heretofore have not been subject
to it in respect to that deferred com-
pensation.

Mr. DOLE. The Senator's observa-
tions are well founded. This was
simply a drafting error which we will
take care of through a committee
technical aniendment. The amend-
ment reflects the intent of the com-
mittee that the receipt of income by a
retired employee under a deferred
compensation plan will not be counted
as earned income for the purpose of
the earnings test.

Mr. THTJRMOND. I thank the dis-
thiguished chairman of the Finance
Committee for recognizing and taking
care of this problem.

DRG'S

• Mr. BTJRDICK. I say to the chair-
man, I hope we can clarify a concern I
have about the diagnosIs-related
groups, or DRG's. I am concerned that
the proposed system will not take into
consideration the costs at those insti-
tutions which have research costs as-
sociated with the care of their pa-
tients.

As you may know, the Senate Appro-
priations Committee, on which I serve,
has a long history of supporthig com-
munity-based cancer centers. In fact,
the Labor.HHS Appropriations Sub-
committee has included report lan-
guage in 2 of the last 3 years directing
the National Cancer Institute to con-
tinue this effort. In part because of
this interest, the Institute is establish-
ing closer links between local commu-
nity physicians and hospitals and the
larger cancer centers. Two examples of
this outreach are the regional cancer
research groups and the community
clinical oncology program. These kinds
of programs are allowing patients at
the local level to participate in and
benefit from NCI research. In the
upper midwest, w have a fine pro-
gram developing in which community-
based physicians and hospitals are In-
volving their patients In cooperative
research programs which benefit not
only the patients, but the larger body
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of medical knowledge. This research
does not involve excessive additional
costs, but it sometimes requires a
greater intensity of care, more careful
monitoring, additional testing or
slightly longer hospital stays.

I feel strongly that this kind of coop-
erative, community-based research
should continue so that citizens from
all parts of the country can share the
benefits of NCI research. I would hate
to see the prospective reimbursement
system limit this or reduce the oppor-
tunity for participation for medicare
patients. I would hope that the Secre-
tary will have the flexibility to recog-
nize the additional research-related
costs that may be hivolved hi these
cases, and that she or he will have the
authority to make appropriate adjust-
ments for them.

Mr. DOLE. I fully understand your
concerns about this and -share your
belief in the Importance of communi-
ty-based research. We have no hiten-
tion of discouraging legitimate re-
search from taking place. Under the
terms of our bill, the Secretary will
have the authority to take the intensi-
ty of these cases hito consideration hi
making adjustments to the standard
DRG's.

Mr. BTJRDICK. I thank the Senator
for clarifying this matter.
• Mr. DECONCINI. Mr. President, I
see that judicial and adznin1trative
review are not available for the initial
rates for each diagnosIs related group
(DRG) and the DRG classification
system itself.

I wish to clarify that, subject to the
present jurisdictional requirements for
review by the Provider Reimburse.
ment Review Board (PRRB), judicial
and administrative review are availa-
ble for matters relating to updating
the rates, hicluding the composition of
the market basket, and the Secretary's
decisions on the advisory panel's rec-
omnendations.

Mr. DTJRENBERGER. That is cor-
rect. The exclusions from judicial and
administrative review are those items
necessary to maintain budget neutral-
ity during fiscal year 1984 and fiscal
year 1985. In addition, the establish-
ment of specific DRG's and their rela-
tive weights are not reviewable. Mat-
ters affecting aggregate expenditures
and the DRO rates in subsequent
years are reviewable.

Mr. DECONCINI. Are subsequent
additions to or subtractions from the
initial list of DRG's reviewable?

Mr. DTJRENBERGER. I do not be-
lieve so.

Mr. DECONCINI. Then the Secre-
tary could cut the number of DRG's in
half, or double the number, or do any-
thing else he wanted at his total dis-
cretion. He could also refuse to change
the relative weights of the DRG's,
even though it was absolutely proven
that a given DRG was under or over
weighted. This is particularly signifi-
cant because, as I understand it, a rel.
atively small number of DRG's ac-
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count for the majority of all hospital
discharges. The Secretary could make
all these changes at his total discre-
tion regardless of their impact on hos-
pitals and patients. This Is a very
broad grant of discretionary authority,
and one that• I believe my prove
unwise.

Mr. DTJRENBERGER. Mr. Presi-
dent, the concerns of my colleague
from Arizona have some merit. We
have attempted to address these con-
cerns in part by establishing an inde-
pendent commission of experts whose
responsibility it will be to work with
the Secretary In determining the
changes that need to be made In and
among the various DRG's. In addition,
I expect to hold hearings during the
second session and Into the future,
and to consider any reasonable
changes to the legislation as become
necessary as we learn more about the
new system. I Invite my colleague from
Arizona to share with me his specific
recommendations.

Mr. DECONCINI. I thank my friend
from Minnesota for his generous as-
sistance and contInued able leadership
In the health area. I look forward to
working with him next session.S
S Mr. WALLOP. Mr. President, one of
the most Important pieces of legisla-
tion to be enacted Into law this cen-
tury Is the Social Security Act of 1935.
It Is an act of Congress that affects
virtually every American, providing
protection against destitution, assist-
ance during ill health, and dignity In
retirement. The program has been
enormously successful and popular.
DurIng the almost 50 years of its exist-
ence, the social security program has
expanded both coverage and benefits.
Funding for the program has followed
Franklin Roosevelt's decision to. use
the payroll tax rather than general
revenues. Today, even those who pub-
licly oppose it rely on It to undergird
their own security, whether they real-
ize it or not.

As the program matured, it was rela-
tively painless to expand benefith.
Money was flowing Into the trust
fund, and outgo was minimal. This
halcyon period reflected the fact that
the number of covered workers retir
ing was small In relation to the active
work force, and the economy was quite
robust.

Social security has reached its
mature phase. The program covers vir-
tually all workers and the tax applies
to most wages. The number of retirees
has expanded as the original prtici-
pants have retired. This maturing has
coincided with a period of sluggish
economic growth and high inflation.
The two developments have been dev-
astating to the fInancial stability of
the social security trust fund. As the
number of retirees to workers has In-
creased, the ability of workers to fi-
nance this pay-as-you-go program has
dimInished because of a weak econo
my.

The social security system is faced
with a fundIng crisis. This crisis has
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two parts, the short term and the
long-term phases. Earlier this year,
the National Commission on Social Se-
curity Reform presented a series of
recommendations to the Congress
which would keep the program solvent
for both the short and long term.

Merely reaching an agreement on
recommendations was a major achieve-
inent for the Commission. The mem-
bers represented many different per-
spectives on social security. However,
the severity of the problem forced a
concensus. As I said last month, there
are provisions In the package with
which I agree and other provisions
with which I disagree. But, this is a
time for realism, and I realize that we
all must swallow hard and do what is
right. I joIned as a cosponsor of 5. 1,
the social security reform bill. I also
cosponsored 5. 76, a bill to resolve the
remaining long-term funding problem
by raising the retirement age.

Last Thursday, the Senate Finance
Committee approved the reform pack-
age by a vote of 18 to 1. I strongly sup-
port the package. The committee bill
improves on the Commission recom-
mendations by Including a sensible so-
lution to that portion of the long-term
funding gap not addressed by the
Commission. The Finance Committee
rejected higher taxes over the long
term. Instead, the retirement age will
be Increased to age 66 by the year
2012. And, initial benefits will be re-
duced by 5 percent beginning In the
year 2000. Though the benefit calcula-
tion will be reduced, benefit levels will
continue to grow as the wage level In-
creases. This will avoid any hardship
caused by the 5-percent reduction.

The Finance Committee also ap-
proved other sensible changes. The re-
tirement earnings test would be elimi-
nated. Thus, the penalty on work
would be removed for those who have
reached the retirement age. We also
Improved the tax credit to offset the
burden of increased payroll taxes for
the self-employed. Last, the committee
agreed to changes In the treatment of
spouses and former spouses to improve
the treatment of women. For instance,
two dropout years would be allowed
for child bearing without losing enti
tlement to benefits.

This is a good package. The advance-
ment of this program demonstrates
that our political process does work,
that the Congress can successfuBy
deal with major problems. I urge my
colleagues to support the Social Secu-
rity Amendments of 1983.•
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SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The PRESIDING OFFICER. The
unfinished business will be stated.

The acting assistant legislative clerk
read as follows:

A bill (hR. 1900) to assure the solvency of
the Social Security Trust Funds, to reform
the Medicare reimbursement of hospitals, to
extend the Federal supplemental compensa-
tion program, and for other purposes.

The Senate resumed consideration
of the bill.

Mr. DOLE. Mr. President, I shall
take a minute to notify Senators, who
are in their offices, or their staffs,
that we wish to Immediately start
work on the Social Security Act
Amendments of 1983.

There are a number of amendments
that I understand will be brought up;
Some may require roilcall votes.

The pending amendment is the
amendment offered by the Senator
from New Jersey (Mr. BRADLEY). We
are certainly willing to proceed with
that amendment.

The distinguished Senator from
Colorado (Mr. ARMSTRONG) has a
couple of amendments. We are willing
to proceed with those amendments.
The Senator from Florida (Mrs. HAW-
KINs) has an amendment. We are will-
mg to proceed with that amendment.

But I hope that we can have the co-
operation of Senators so that we can
move this bill along and hopefully
finish it this evening because we have
at least six or seven amendments
which may require rollcall votes.
• So, Mr. President, I hope that those

who have amendments will come to
the Chamber at the earliest possible
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tune so we may dispose of these
amendments in a timely fashion.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The acting assistant legislative clerk
proceeded to call the roll.

Mr. BAKER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. BAKER. Mr. President, when
the Senate convened today, I indicated
that there were a number of absentees
and it would appear to be very diffi-
cult to anticipate final passage of this
bill today, with the likelihood that we
would have to go over until tomorrow.
For a change, I have good news, Mr.
President. I have to report that our
absentee list has shrunk to less than
half the size reported to me earlier
today.

While we have an agreement and un-
derstanding that there will be no votes
prior to 2:30 p.m. this afternoon, I
urge the managers of this bill to get
on with the matter at hand and see If
we cannot finish this bill today at a
reasonable hour or, if we cannot finish
it, at least make substantial progress
toward that goal. I am prepared to
stay as long as the managers want to
stay, but so that Members may make
their plans—and I know a good
number may have to rearrange or
remake their plans based on the
schedule today—I also ask that we get
an appraisal soon of how much we can
do, whether we can finish, and to what
time the managers would like to go.

With that, Mr. President, let me re-
scind the statement I made earlier. We
may be here later than I had thought.
We may be able to finish the bill. That
is still a fond hope, perhaps, but I
think it has Improved considerably by
the reduction in the number of absen-
tees that had been reported.

AMENDMENT NO. 520

The amendment Is as follows:
On page 100; between lInes 12 and 13.

insert the following:
DIsABILITY RETIREMENT BENFIT5

SEC. : (a) Title II of the Social Secuirty
Act is amended by adding at the end thereof
the following new section:

DISABILITY RETIREMENT BENEFITs

SEC. 234. (a) Every individual who—
"(1) meets the criteria for entitlement to

oldage insurance benefits which are speci.
fied in paragraphs (1) and (2) of section
202(a) (but only if he first meets the crite-
rion specified In paragraph (2) of such sec-
tionln or after the calendar year 2000).

(2) is under an occupational disability (as
defined In subsection (c) of this section):
and

"(3) has filed application for disability re-
tirement benefits.
shall be entitled to a disability retirement
benefit for each month beginning with the
first month for which he would be so enti-
tled under clause (A) or (B) of section 202(a)
if such benefit were an old-age Insurance
benefit, and ending with the month preced-
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Ing whichever of the following months Is
the earlier: the month in which he dies, or
the month in which he attains retirtuent
nge (as defined in section 216(l)).

d,b Except as provided In section
2O2q( 12). an Individual's disability retire-
ment benefit for any month shall tie eiuaI
to his pramary insurance amount (as defined
in section 215(ah for such month.

(c For purposes of this title, the term oc-
cupational disability' (with respect to any
individual) means the Inability of such mdi-
visual, by reason of any medically determin-
able phYSiCal or mental Impairment (as de-
lined in section 223(d)(3)l, to engage in sub-
stantial gainful activity of the type primar-
ily performed by such individual during the
10-year period immediately preceding the
onset of such Inability (or, if such individual
has not engaged In any one type of such ac-
tivity for 2 years or more during such 10-
year period, the inablilty to engage in sub-
stantial gainful activity requiring skills or
abilities comparable to those of any gainful
activity in which he has previously engaged
with some regularity and over a substantial
period of time).

'idi The Secretary shall by regulations
prescribe the criteria for determining
whether or not an individual is under an oc-
cupational disability; and an individual shall
not be considered to be under an occupa-
tional disability unless he furnishes such
rnedicai and other evidence of the existence
thereof as the Secretary may require.

"(e) Except as otherwise specified in this
section or in other sections of this Act, the
provisions of this title shall apply with re-
spect to disability retirement benefits in the
same way they apply with respect to old-age
insurance benefits.".

"(b)(l) Section 201(h) of such Act is
amended by inserting ", including payments
of disability retirement benefits," after
"226)".

"(2) Section 202(a)(3) of such Act (as
amended by section 201(cXl)(A) of this Act)
is further amended by inserting "or disabil-
ity retirement benefits" after "disability in-
surance benefits".

"(3) Section 202(q) of such Act is amended
by adding at the end thereof the following
new paragraph:

"(12) Paragraph (1) of this subsection
shall apply with respect to disability retire-
ment benefits payable under section 234 in
the same way it applies wlth respect to old-
age insurance benefits; except that para-
graph (9) shall not apply and, with respect
to an individual applying for or receiving
disability retirement benefits, the reduction
period and adjusted reduction period for
any such benefit shall be determined under
paragraph (7) as though retirement age (as
otherwise defined in section 216(1)) were
age 65.".

(4) Section 226(bX2)(A) of such Act is
amended—

(A) by inserting "or 234" after "benefits
under section 202" in subsection (a)(2)(A);
and

(B) by adding after "or" at the end of sub-
section (b)(2)(A) the following new clause:

((vi disability retirement benefits under
section 234. or".

Ic) The amendments made by this section
shall apply only with respect to benefits for
months after December 1999.

Mr. DOLE. Mr. President, as I un-
derstand It, the pending amendment is
the Bradley amendment, is that cor-
rect?

The PRESIDING OFFICER. The
Senator Is correct.

Mr. DOLE. The Senator from New
Jersey, as I recall, did briefly discuss
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the amendment last Thursday. At that
time, I suggested to the distinguished
Senator that he give us an opportuni-
ty to look at it, bet:rause it is an area
that the Senator from Kansas had not
had a chance to focus on. We have
since had that opportunity.

The amendment does not take effect
until the year 2000, so I hope we shall
not have to rush in to do something
today that is not going to take place
until the year 2000. We have not had 5
minutes of hearings on this In the Fi-
nance Committee. It does liberalize
the eligibility for disability benefits
for older workers in the year 2000
when the increase In the retirement
age becomes effective. It would cost
something like $600 million a year in
1983 dollars, which is .04 percent of
the taxable payroll In the long range.
The proposal would work, as I under-
stand it, so that people age 62 or older
who are not disabled enough to quali-
fy for benefits under the regular DI
program would be eligible to receive
payments out of the retirement fund
if they were "occupationally disabled."
this would include people who could
no longer perform the major occupa-
tion they held during the preceding 10
years. Such people would then receive
benefits financed out of the old-age
and survivors insurance trust fund at a
rate equal to the amount payable to
early retirees under present law. In
other words, they would not receive
full benefits—as they would if they
met the regular DI eligibility require-
ments—nor would they suffer the full
penalty for early retirement that
would be In effect under S. 1 alter the
turn of the century.

An "occupationally disabled" person
aged 62 after the year 2000 would be
eligible for 80 percent of his full bene-
fits, rather than 75 percent were he or
she to simply take early retirement.

Mr, President, this amendment may
have great merit, I assume it does or it
would not be offered by the distin-
guished Senator from New Jersey, but
raising the retirement age will clearly
put new strains on the DI program.
The majority of the National Commis-
sion acknowledged this in the state-
ment recommending that the retire-
ment age be increased.

As stated In the Commission report:
Because some workers, particularly those

in physically demanding employment, may
not benefit from improvements in mortality
and be able to work longer, we assume that
the disability program will be improved
prior to the implementation of this recom
mendation to take into account the special
problems of those between age 62 and the
normal retirement age who are unable to
extend their working careers for health rea-
sons.

It Is not that I am not sympathetic
to the idea of the Senator from New
Jersey. It' just seems to me It is an area
we ought to look at carefully before
we suggest adopting It on the House
program. It is not in the House bill. I
suggest we schedule hearings on this
proposal. Again, I see no great urgen-
cy, since we have some time before we
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reach the year 2000. Some have iiw-e
time than others.

I support the approach in the House
bill of studying our options carefully.
We have the time. As I have said, the
retirement age does not change for an'
other 17 years. then only a month a
year.

The House bill (H.R. 1900) would re-
quire the Secretary of Health and
Human Services to report to Congress
by January 1, 1986, with a comprehen-
sive study of the implications of rais-
ing the retirement age for people in
physically demanding jobs and those
with health problems. Such a report
would contain any recommendations
the Secretary finds necessary or desir-
able.

On that basis, Mr. President, I hope
we might reject this amendment.

Mr. BRADLEY. Mr, President, this
amendment is a very important mes-
sage to send to that small group of
working Americans who look at the
action of the Senate with regard to re-
tirement age and conclude that, while
Indeed, life expectancy has increased,
their ability to work longer has not In-
creased commensurate with that rais-
ing of the retirement age. There are
still people In very difficult manual
labor jobs In the country who, by the
time they reach age 62, are ready for
retirement, and certainly by the time
they reach age 65 are ready for retire-
ment. All my amendment does is say
to this group of Americans that they
shall not be penalized because of the
action that this Congress will no doubt
take In raisIng the retirement age.

As it is now, a worker can opt to
retire at age 62 and receive 80 percent
of his benefits. Under the Finance
Committee bill, once the retirement
age is reversed, that benefit would
drop to 75 percent of his full retire-
ment benefit if he chose to retire at
age 62, LIkewise, at age 63, under cur-
rent law, if a person chooses to retire
because his profession is exceedingly
difficult, he or she could receive 87
percent of the full retirement benefit.
Under the bill pending before the
Senate, that benefit would be reduced
to 80 percent. Under current law, if a
person chooses to retire for health
reasons at age 64. he presently will re-
ceive 93 percent of his full retirement
benefits. Under the bill we are now
considering, that would be reduced to
87 percent of the full retirement bene-
fit, At age 65. under current law, a
person who chooses to retire may re-
ceive a full 100 percent of his retire-
ment benefit. But under the bill that
we are now considering, that person
who is planning to retire at age 65 will
have that benefit cut to 93 percent of
his full retirement and it will not be
until age 66 that he will be able to re-
ceIve 100 percent of what has been
promised to him through the social se-
curity system,

Mr. President, all this amendment
says Is that people with poor health
who are working In difficult profes-.
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sions—in professions in which manual
labor and occupational strain and oc-
cupationa) safety are very real threats
to their physical well-being—if they
choose to retire at age 62, they should
have the same rights and benefit
levels as they do under current law
prior to the proposed changes in the
social security retirement age. That is
all this amendment says. It will be
characterized by some as an enormous
new disability program. It is not. It
simply holds harmless those people
who are out there today who would
qualify for early retirement and get 80
percent of the social security benefit.

I say let us not cut him back arbi-
trarily to 75 percent of their lull bene-
fits. Why 75? Why not 85, why not 70,
why not 80? What is the rationale for
75 percent?

Mr. President, this amendment is, I
think, a prudent amendment because
it has a much smaller eligibility pool
than the disability program. There are
about 100 million workers in the
United States today, and all are poten-
tially eligible for disability benefits,
but the eligibility pool for people
helped by this amendment is not all
100 million workers. It is, rather,
about 6 million workers—those people
who are between the ages of 62 and 66.
So this is not a new large disability
program that 100 million people will
be eligible for. This is a very narrow
program that attempts to hold harm-
less those people who themselves have
had very dangerous work experiences
and deserve the same retirement bene-
fit as they would receive under current
law.

Another point, Mr. President, is that
the cost per award for this new pro-
gram is significantly smaller than the
regular disability program. The aver-
age disability worker with a family
who qualifies for disability insurance
now receives about $841 per month.
For our program, the average increase
over the regular OASI benefit that a
worker with a spouse would receive is
about $35 to $50 a month. That is all.
It is not a new disability program cost-
ing an additional $800 a month per
worker. It says to those 6 million
workers between the ages of 62 and 66
that if they, indeed, are in a line of
work that is adverse to their health,
they should have the right to get the
same benefits as they would under
current law, which means an addition-
al $35 to $50 a month.

Mr. President, to say to someone
who has had a very dangerous occupa-
tion, someone who has worked in a
steel mill for 30 years, or someone who
has worked in an asbestos factory or in
a coal mine, or whatever, "Yes, you
can retire at age 62 but if you retire,
you can only get 75 percent of your
benefit instead of 80 percent," I think,
is the wrong message to send to a large
number of American workers.

Mr. President, the growth in the dis-
ability program, indeed, has exceeded
expectations and the question has to
be asked: Will the same thing happen
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to this program? Mr. President, I say
no for two reasons. First, we have a
smaller e1gibfflt.y pool—not 100 mil-
lion workers ellgb1e but only 6 million
workers And, second, the cost
per award is mch smaller—not $841
per morth but $5 to $50 per month.

Mr. Preskfrt, we are legitimately
addressing a. very cirtica1 issue—the
long- and short-term stability of the
soci& secity system. We should not
neglect what a majority of the mem-
bers of the SciaI Security Commis-
sion itself sad about the need for this
kind of amendment. Mr. President, a
majority of th members of the Social
Security Commission, including Sena-
tors Doi and HEINZ, recommended
that the retirement age be raised, that
is true. In addton, these same mem-
bers recommended a liberalization of
the disability program for those aged
62 or above, and I quote from the
Commission report:

Disability benefits are now available
under somewhat less stringent definitions
for those age 60 to 64. However, because
some workers. a'ticu1ar1y those in phys-
ically demandthg employment, may not
benefit from improvements in mortality and
be able to work longer, we assume that the
disability benefits program will be improved
prior to the implementation of this recom
mendation to take into account the special
problems of those between age 62 and the
normal 'etirement age who are unable to
extend their working careers for health rea-
sons.

Mr. President, that is not the Sena-
tor from New Jersey speaking. That is
not the Senator from Louisiana speak-
ing. That is not the Senator from Iowa
speaking. That is a majority of the
members of the Social Security Com-
mission, composed of that wide spec-
truni of American political life, that
came together and gave us a solution
in very difficult political times to the
threat that exists out there to our
social security system. The recommen
dation I have just read comes from the
Commission, not from any one Sena-
tor, and it says very clearly, "Let us do
something about those who will have
their benefits reduced if they, indeed,
fall under, as they will if we do noth-
mg, this change in the retirement age
of the social security system."

So, Mr. President, it finally comes
down to a question of timing: Do we
pass an amendment such as this that
clearly expresses the intent of Con-
gress to hold harmless these older
workers in ill health who are in dan-
gerous professtons? Do we provide for
these pep1e the right for an early re-
tirement benefit or do we simply com-
mission a study and say to these
people, Your day will come in the
future. Maybe.'

Mr. President, I think that my con-
clusion is cuLte clear. It is important
for us to include this amendment in
this bill to say to that group of Ameri-
cans that. they still count, and that
they will be protected. Mr. President, I
prefer to act now and tell these people
out there wh are working that we are
going to be ab'e to hold them harmless

March 21, 1983
against charges in the retirement age.
The Secretary still has 17 years to
devise regu1atIos that will answer the
worry of every Seraor about the pos-
sibility that th prcgrarn migiL be
abused, whidt, as I have said, because
of a smaller thgthty pool and a
smaller increase benefit, is highly
unlikely.

Mr. Presidet, co not think that
that is too much o ask, and that is,
indeed, why L have offered this
amendment. ft comes again at the
time when we are proposing to raise
the retiremert age from 65 to 66-the
House has raised it to 67—and, indeed,
to reduce eariy rtfrement benefits.
The amendment s quite simple, and I
hope that the Senate will see its merit
and adopt it.

Mr. President, I ask unanimous con-
sent that the following individuals be
added as cosponsors: Senators HOLL-
ircs, SA5sER. HART. GLENN, and BJDEN.

Mr. SASSER Mr. President, I rise
today to offer my support for the
amendment offered by the distin-
guished Senator from New Jersey (Mr.
BRADLEY). The issue of raising the re-
tirement age i one which certainly
cannot be taken lightly. The amend-
ment offered by the Senator frcm New
Jersey sufficieitIy addresses serious
inequities which would exist if the re-
tirement age were simply raised with-
out regard for those who find that
they no longer can work past a certain
age.

I have had grave reser'ations over
raising the retirement age above 65 be-
cause of its atherse effects upon the
early retiremeflt benefit formula. For
many workers, particularly those in
stressful or physically demanding oc-
cupations, tt is important to keep the
option to retire early open. Very
simply put, there are many individuals
who cannot work past the age of 62.
These individuals must be afforded
protection from an unwarranted re-
duction in ear'y retirement benefits.
The Bradley amendment provides this
protection.

Supporters of ratsing the retirement
age point to demographics: longer life
expectancy rates and labor supply
shortages in the coming century.
These statisUca1 calculations, however
accurate, faii to take into account
workers with poor health, low skill
levels, and inconsistent work histories
who vi11 be unab'e to work or will be
unable to find emp'oyment when they
are older. The Bradley amendment
would establish a new program that
will allow a 1iited group of workers
aged 62 up to the 'normal retirement"
age to qualify r disabihty retire-
ment benefit& Workers qualify for
these beneLts i they can demonstrate
inability to perforni the major occupa-
tion they bad held during the 10-year
period before the onset of their dis-
ability. The costs of the program are
minimal, estimated to be 004 percent
of payroll, and benefits would be paid
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out of the Old-Age and Survivors In-
surance Trust Fund.

Without this amendment, I believe it
would be very hard for many of us
here to support raising the retirement
age to conform to the Senate Finance
Committee recommendations. Thus, I
urge my colleagues to join me in lend.
ing support for this needed amend-
ment.

THE DI5ABILITY RETIREMENT 5ppry NET
• Mr. GLENN. Mr. President, I am
please to cosponsor the disability re-
tirement amendment offered by the
Senator from New Jersey (Mr. Biw-
LEY), which would all a measure of
fairness to the provision, of the social
security bill which raises the retire-
ment age for full benefits.

If we increase social securitys retire-
ment age, we need to have a safety net
for older persons, who for health rea-
sons, cannot continue working. This
amendment provides that a limited
number of workers between the ages
of 62 and 66 would receive a "disability
retirement" benefit if they are unable
to continue their jobs because of poor
health. These benefits would be paid
according to the current law retire-
ment benefit formula.

The disability retirement amend-
ment's purpose is to provide financial
protection for those older workers who
cannot keep their jobs because of poor
health, yet cannot meet the stringent
standards of the regular disability In-
surance program. It would allow these
workers to retire with dignity and se-
curity. Older workers would be eligible
for benefits if they can show they can
no longer perform the major type of
work they did before the onset of
health problems. This is of particular
importance for manual laborers.

The savings provided for in the Fi-
nance Committee bill sllghtly exceed
those estimated as necessary to Insure
the long-term solvency of the social se-
curity system by 0.08 percent of pay-
roll. Since the amendment is targeted
to help a specific group of workers—an
estimated 10 percent of future retir-
ees—it would not be a solvency buster.
Rough calculations show its long-term
cost to be relatively low—0.04 percent
of payroll—which can be accommodat-
ed by the bill's savings.

Overall life expectancy has in-
creased since the 1930's. This has not
been at issue in the debate over in-
creasing social security's retirement
age. One of the major questions has
been whether there will be parallel im-
provements in health and the ability
to work, and whether certain groups
of people will be unable to participate
in a trend toward longer working life.

The National Commission on Social
Security Reform had two witnesses
who testified on the issue of increasing
social security's retirement age. They
were Dr. Jacob Feldman from the Na-
tional Center for Health Statistics and
Dr. Robert Butler. formerly Director
of the National Institute on Aging.
Their testimony supported the conclu-
sion that an increase in retirement age
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would have a disproportionate impact
on some future retirees.

Dr. Feldman testified that the down-
ward trend in mortality for men aged
50 to 69 had been matched by in.
creases in the incidence of disability,
For men aged 60 to 64, Dr. Feldman
said that during the past decade the
rate of longevity has improved 10 per-
cent, but during this same time, the
disability incidence rate has increased
26 percent.

Dr. Butler told the Commission that
minority citizens in physically de-
manding jobs largely retired before
age 65. Unfortunately, at this time,
these citizens still endure poorer
health and mortality rates nearly
double of other workers. They suffer
the addition burden of a higher unem-
ployment rate.

Dr. Butler's testimony is consistent
with data from the Department of
Labor's national longitudinal survey,
which has shown health and one's em-
ployment history tend to interact to
cause retirement from the labor force
before age 65. A study published just a
few months ago in the Social Security
Bulletin, "Mortality and Early Retire-
ment," offered additional analysis that
workers seeking retirement at age 62
were more likely to suffer health prob-
lems and higher death rates than
other workers.

Available evidence demonstrates
that workers who retire early for the
reason of poor health tend to be the
recipients of lower social security
benefits. Many of them spend a life-
time in physically demanding jobs.
These are the people who cannot
afford significant reductions in their
social security checks and are most in
need of full, early retirement benefits.

I commend Senator Biu for his
work on this amendment and for rais-
ing the issue for the Senate's consider.
ation. I urge all my colleagues to vote
for the pending amendment.

Mr. LONG addressed the Chair.
The PRESIDING OFFICER. The

Senator from Louisiana.
Mr. LONG. Mr. President, I regret

that I cannot support the amendment.
The Senator from Louisiana was one

of those who sponsored the amend-
ment many years ago to provide dis-
ability benefits both under public wel-
fare and under social security.

Mr. President, our experience in
that program has been disappointing
in that we had so many more people
who have claimed and obtained the
disability benefits than we had in
mind. I recall when Walter George, a
Senator from Georgia at the time and
former chairman of the Senate Ft.
nance Committee, made the closing
speech for the amendment on social
security. He laid out the number of
people that we expected to be affect-
ed. His estimate was based on what he
could obtain from the Department and
from other sources.

Looking at our disability program
today, we have about three times the
number of people in that program.
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with the program costing about three
times as much in terms of percent of
payroll, as the Senator from Georgia
estimated at that time.

As a cosponsor of the amendment, I
know that I was in good faith in sup-
porting it and voting for it, and so
were the other cosponsors. I am sure
the same applied to every Senator who
voted for that disability proposai.

What happened down through the
years was just human nature, I sup-
pose, among those administering such
a program, which would cause them to
be more tolerant toward those persons
who were handicapped, who were par-
tially disabled but not totally and per-
manently disabled.

We have a program today costing
about $18 billion in social security
alone because of disability, in terms of
percent of payroll, about three times
what we estimated that program
would be costing us at this point.

I am not here to look with scorn on
those judges and the administrative
personnel who handled this program
down through the years. I believe that
with regard to many of these people
who obviously had a severe disability,
looking at it personally, they would be
inclined to be sympathetic toward the
applicant. In many cases, the appli-
cant would know that he could retire
on disability if he could persuade
others that he was disabled. He would
start out by persuading himself he was
disabled, and then persuade others
that he was disabled, including the
persons who had the responsibility to
handle the administrative appeals.

I can just picture a judge, having re-
versed the people in the Department
who found that this applicant was not
disabled, saying to himself: "Well, I
think I will sleep well tonight. I know
that person wasn't really totally and
permanently disabled, but I felt sorry
for that man and his family. They
need the income, and that fellow prob-
ably couldnt find a job anywhere e'se.
So, thanks to my decision, he will be
taken care of, at the taxpayers' ex-
pense, from this day until the good
Lord calls him home. While I know
that is not what Congress had in mind,
I dont feel bad about it. I feel good
about it. I'll have a good night's rest
by deciding that case in that persons
favor."

I have no doubt..that that Is the way
a lot of judges looked at it when they
were restoring to the rolls those
people who had been found not to be
totally and permanently disabled and
who were never intended to go under
that program.

We are having great difficulty trying
to get the genie back into the bottle,
and so far we have not succeeded in
doing that.

I think that If Congress at this point
voted a benefit for occupational dis-
ability, which would obviously be in-
tended to be a liberalized standard of
disability, this would indicate that
Congress is not really serious about
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staying to the strict definition of dis-
ability that is in the law.

Things have happened In recent
years to give signals to those who are
trying to administer programs for us
out there, tough though it may be to
reject people who are severely handi-
capped, but not totally disabled. The
signals coming from Congress have
not always been as clear as they are
today. For us now to put into the law a
program for occupational disability
can only be construed by those who
are out there in the field, trying to do
what Congress intended—and that is
to provide disability benefits only
where somebody is so disabled that
the person is incapable of holding any
job, incapable of earning any substan-
tial income from gainful employment
of any sort—that Congress is retreat-
ing from the position it took.

Mr. President, if this provision is to
be approved by the Congress, I have
no doubt that if it becomes the law,
long before the effective date of this
provision, long before the year 2000,
there will be other amendments trig-
gering more benefits to persons who
are occupationally disabled; and I have
a lot of sympathy with that.

It was my father, as a young lawyer,
and his brother, a more senior lawyer
to him, in the State of Louisiana, who
played a major part in winning the
lawsuits to have a person construed in
our State has being totally and perma-
nently disabled when a person was oc-
cupationaUy disabled; this is, disquali-
fied to do the job that person had
done previously.

The State law had provided that
there would be a certain benefit sched-
ule if a person lost a hand, and there
would be a larger benefit schedule If
he lost two hands, and a still larger
benefit schedule if he were totally dis-
abled. In the case of my father and his
brother, they were successful in per-
suading the court that if a person had
been a switchman on a railroad and
had a job that required .two useful
hands, he was totally disabled If he
lost one hand. I find much sympathy
for that type of proposal because it
runs in my family tradition.

However, Mr. President. must we do
this now, understanding that during
the.next 18 year this will be setting
the stage for large increases in disabil-
ity payments in other programs, total-
ly unrelated to this?

It cnallenges the imagination to
think of the many different situations
in which one can urge that this prece-
dent be used to advance disability cov-
erage to others. If we put this into the
law, how can anyone contend that,
once having provided a special benefit
for disability on an occupational basis
at age 62, we shauld stop at age 62?
Cannot Senators understand how a
Senator in the future could appear
with his amendent and say, "The Con-
gress has already agreed that this
person ought to receive retirements
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benefits for occupational disability at
age 62. That is agreed in the law.
Having agreed to that, why should he
have to be 62? Why not 60? why not
56? why not 52? why not 50? How can
you be so cruel? This person is dis-
abled from doing that job, and he is
only 49 years old.'

Mr. President, from what begins to
be a small acorn, a giant oak grows; so
that the taxpayers, in due course, are
picking up the tab for all this.

That has been the history of many
of these spending programs, particu-
larly in the social welfare area. Some-
one starts out with something, makes
an eloquent appeal, such as today, and
in due course he seils Congress on it,
without Congress thinking about the
ramifications and what happens fur-
ther down the road.

I know there is no particular joy to
me—and there is no particular joy to
the Senator from Kansas—to stand
here and oppose more and more bene-
fits, to advocate that we tighten up on
programs rather than loosening up on
them. But that sort of duty besets one
when he assumes a position of respon-
sibility.

It was a degree of pressure this Sen-
ator never expeilenced before, when
he became the ranking member of the
Finance Committee and at one time
the chairman of the committee, to
have to be the one to oppose all these
proposals that were going to do many
things for many people, at great ex-
pense—some of them at not such great
expense—knowing that we do not have
the money to pay for them.

But, Mr. President, this would do no
good for anyone for the next 18 years.
As the Senator from Kansas, the dis-
tinguished chairman of the committee
has pointed out, if this is right we
have plenty of Ume to do this during
this next 18 years. If it is not some-
thing we can afford, we would be
unwise to set a precedent that would
lead to a great deal of additional cost
in other areas that the mind of man
cannot fully anticipate at this
moment.

I hope that the amendment will not
be agreed to at this point and that this
proposed liberalization, along with
others that will be suggested, will be
reserved by the Senate for hearings on
future social security and public wel-
fare bills, because this is an area that
we will continue to explore. This is an
area that in time we may want to lib-
eralize. But I submit that the time is
not yet here.

Mr. BRADLEY. Mr. President, I ap-
preciate the comments of the distin
guished Senator from Louisiana.
Indeed he found himself in very diffi-
cult positions when he was chairman
of the Finance Committee in the
Chamber arguü-ig against expansions
of the disability program. I under-
stand his long record of responsible
spending po1ky, and I understand it is
not easy to do what he has done over
the years.
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But I would argue to the Senator

from Louisiana that this is a different
kettle of fish—that the pool of poten-
tial eligibles for this new program is
not 100 million workers as it is under
the disability program. It is only about
6 million workers who find themselves
between the ages of 62 and 66.

Mr. President, I understand how the
Senator can say that it is very difficult
to know whether someone is really dis-
abled when he is there before a judge
with his human case. Indeed, judges
possibly allow more people on the dis-
abity rolls under the law because of
this human factor.

Same paragraph but under my
amendments, that human factor is
limited by one thing, and that is demo-
graphics. There are only a certain
number of people between the ages of
62 and 66 and they are only a fraction
of the number potentiaily eligible for
disability.

Mr. President, the Senator's other
fear is that if we take this step to hold
harmless those people who are out
there working in manual jobs and dan-
gerous occupations, somehow or other
we will lower the age from 62 to 60
and then 55. I think it is important to
remember that It was in 1956 that
early retirement for women was put
into the law and 1961 that early retire-
ment for men was put in the law. So.
Mr. President. I argue that it would be
unlikely that we would do anything ir-
rationally on the retirement age since
we have not done anything since 1961
for men and 1958 for women.

I think the best way to get at the
modesty of this amendment is to take
a human situation and look at what
the law is today, what it would be
under the biil presently pending, and
then what it would be if this amend-
ment is passed.

Mr. President, right now let us say
that one is a steelworker. He reaches
age 61 or age 60 after working 30 years
in the steel mill. He has problems
breathing. He has gone to work every
morning before dawn for 30 years. He
realizes that his health wiil not allow
him to continue to work to age 65. He
would like to spend some time with his
family. So this person under current
law decides he wiil opt for early retire-
ment at age 62 and accept 80 percent
of the benefit that he would receive if
he worked until age 65.

That is the calculation that the
worker makes today: "I am in bad
enough shape that I will retire early
and take 80 percent of what I would
get if I continued to work until age
65."

Mr. President, all this amendment
does is to say that this person will con-
tinue to receive 80 percent of his bene-
fits if he retires at age 62. If this
amendment is adopted, there is no
greater incentive to retire at 62 than
there is under current law. There is
simply no greater Incentive because
the person would stiU only get 80 per-
cent of his benefits. Right now the
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best argument against the charge that
the cost Is going to mushroom into
some gigantic spending bill Is that
right now you do not find people
stumbling over themselves to retire
and take only 80 percent of their bene-
fits. They continue to work.

Mr. President, under the bill before
us, this person's benefits would be cut
to 75 percent. 'Why cut it to 75 per-
cent? Keep it where It Is now at 80 per-
cent. Again, there is no more incentive
for that person to retire early with my
amendment than there is under cur-
rent law.

Finally, Mr. President, I want to ad-
dress the cost issue. The Senator from
Kansas said that according to the
social security actuaries the cost will
be $600 million a year, or one-hun
dredths of 1 percent of payroll. I per-
sonally find it very difficult to deter-
mine what costs are going to be. I can
see the outward limit but I find it dif-
ficult to see what costs are precisely
going to be. I do know one thing and
that is that there is a surplus in this
bill over what the long-term needs are,
of $1.2 billion a year, or eight-one-hun-
dredths of 1 percent' of payroll, and alJ
this amendment would do Is to cut
that surplus in half.

Mr. President, I think that the least
we should do is send the right message
to those sick people who have had
very hard work lives and should be
able to retire at age 62 with 80 percent
of their benefits, as under current law,
instead of 75 percent of their benefits.
as under the bill before us.

Mr. President, if the Senator has
concluded, I am prepared to ask for
the yeas and nays unless the Senator
is going to accept the amendment.

Mr. DOLE. No; I would like to but I
cannot.

Mr. BRADLEY. Mr. President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second?

There is a sufficent second.
The yeas and nays were Ordered.
Mr. DOLE. Mr. President, I am not

certain there is going to be any sur-
plus. We had all these actuaries work.
ing up the long-term and the short-
term estimates, and 0.04 p.rcent is
half the projected long-term surplus.
But there are other amendments
going to be offered, in fact one by the
distinguished Senator from Louisiana.
that would wipe that out and more if
he is successful because we are advised
by the actuaries that, if in fact the
Federal employees are not included.
we are going to lose 0.28 percent of
payroll, which is a substantial amount:
That is long term, and that would
more than take care of any surplus
which is probably only hypothetical in
any event.

But I urge the Senator from New
Jersey to wait, and again I do not
quarre' with any of his statements,
but I do not understand why with a
program that would not even take
effect until the year 2000, when we are
trying to rush and pass this program
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to save the social security system we
have to act on his program right now.
I understand there has never been a
hearing, not 1 minute, not 1 hour, not
1 day of hearings on this particular
subject concerning what we call occu-
pationally disabled in the Finance
Committee.

It would seem to me before we
launch into a new program that may
have great merit, we may want to see
whether there are other things that
should be done in addition. We may
decide the program does not have any
merit or very little merit, but at least
the matter ought to be heard and,
therefore, it would seem to me, as I
said earlier, that the House took the
appropriate course in asking that the
Secretary of Health and Human Serv-
ices report to Congress by January 1,
1986, with a comprehensive study
about the implications of raising the
retirement age for people In physically
demanding jobs and those with health
problems.

The Senator from Louisiana has had
much more experience In this area
than the Senator from Kansas. We
watched the disability program grow
between 1970 and 1980, where the cost
of the disabifity program rose fivefold,
from $3.3 to $15.8 billion. Between
1970 and 1977 atone, the number of
disabled workers on the rolls aimost
doubled, from 1.5 to 2.9 million.

As my colleagues are aware, a series
of events in recent years, Including the
periodic review of continuing disability
and generally tighter administration,
have led to a recent decline In the
number of people on the DI rolls.

Today the program spends about $19
billion on 4.4 million beneficiaries, in-
cluding spouses and children.

Twenty-two percent of the DI
worker beneficiaries are 62 or older; 10
to 12 percent of new awards are made
to people 62 or older.

So it just seems to me that we ought
to proceed with caution when we start
out and when we talk about making
modifications of the disability deter-
mination process. That was a state-
ment that was made by the distin-
guished Senator from Louisiana, and
one this Senator shares.

Again I think it would be great to
stand here all day and appropriate
more benefits for this group and more
benefits for that group. The only
reason we are here today is because we
provided too many benefits in years
past, and that is why we are asking
Federal workers to come into the
system, why we are delaying the
COLA's, and why we are taxing bene-
fits and accelerating payroll taxes, be-
cause we have been too generous in
the past.

I hope we will not make that same
mistake. Give us a chance to look at
this over the next few years. There is
no big rush. Certainly there is no need
to do it today on this legislation.

So, Mr. President, I hope this
amendment will be defeated. I
thought about moving to table the
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amendment. Does it make any dIfer.
ence to the Senator? Is it better if it us
up or down? It Is better for you.

Mr. BRADLEY. Yes, I would prefer
an up-or-down vote.

Mr. DOLE. If you can assure me you
would lose. [Laughter.J

Mr. BRADLEY. It depends on how
many of my colleagues indeed want to
address the problems of the person In
ill health who has been out there in a
very hard physical job for 30 years at
the same time that we are addressing
the issue of the raising of Che retire-
ment age.

I hope we will have an up-or-down
vote.

Mr. DOLE. The Senator from
Kansas is willing to have an up-or-
down vote. I know the Senator from
New Jersey feels strongly about the
amendment. It would have been my
hope that he would have made this
very persuasive argument and then
withdrawn the amendment and then
allow us to have a chance to have an
appropriate hearing.

It would seem to me this should be a
fairly clear test on whether we should
llberallze a program 17 years in ad-
vance, which does. not make much
sense to this Senator, and I hope my
colleagues will reject this amendment,
give the Senate Finance Committee an
opportunity to take a look at it before
we make any such change.

The Commission recognized this
problem, and, as the Senator from
New Jersey properly pointed out, the
Senator from Kansas was a member of
that Commission. But I would like to
have the amendment voted on so that
we can get onto other amendments
and maybe pass this bill, although I
must say there are rumors lurking
around that there is another with-
holding mendment to be attached to
the social securit;y bill. Apparently,
the American Bankers Association, not
having been successful in attaching
t.he withholding amendment to the
bill on the jobless and the homeless,
want to attach withholding to the
social security bill. I hope that is not
the case. The American Bankers Asso-
ciation has a lot of money and not
much else to do, and this looks like an-
other good tau-gbt for the strategists in
the American Bankers Association.

I am prepared to vote on this one
and, hopefully, get onto something
else.

Mr. BRADLEY. Mr. Presidents I
would like to add SenaLor RIEGLE as a
cosponsor of this amendment, and I
ask unanimous consent to do so, and
to just clarify for my colleagues who
are listening that this amendment
does not deal with interest withhold-
ing. This amendment deals with
whether we are going to hold harmless
those people who have worked hard
for 30 years in the steel mills and are
forced to retire because of poor
health.
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Mr. DOLE. I think we ought to with-

hold judgment on it until we have had
hearings.

The PRESIDING OFFICER. With-
out objection, Senator RUGLE will be
added as a cosponsor.

Is there further debate? If not, the
question Is on agreeing to the amend-
ment of the Senator from New Jersey.
The yeas and nays have been ordered,
and the clerk will call the roll.

The bifi clerk called the roll.
Mr. STEVENS. I announce that the

Senator from New Mexico (Mr. Do-
MENIcI), the Senator from South
Dakota (Mr. Pissin), the Senator
from Indiana (Mr. QUAYLE), the Sena-
tor from Texas (Mr. TowiO, and the
Senator from Wyoming (Mr. WALLoP)
are necessarily absent.

I also announce that the Senator
from Maryland (Mr. MATHIAS) and the
Senator from Oregon (Mr. PAcKwooD)
are absent due to a death In the
family.

Mr. BYRD I announce that the Sen-
ator from California (Mr. CIsToN)
and the Senator from Colorado (Mr.
HART) are necessarily absent.

The PRESIDING OFFICER (Mrs.
HAwxns). Are there any other Sena-
tors in the Chamber wishing to vote?

The result was announced—yeas 30,
nays 61, as follows:

tRoilcall Vote No.35 Leg.]
YEAS—30

Biden Glenn Metzenbaum
Bingamafl HefUn Mitchell
Bradley Hothngs Peli
Burdic Inouye Proxmlre
Byrd Jackson Randolph
Chiles Kennedy Riegle
DeConcini Lautenberg Sarbanes
Dodd Levin Sasser
Eagleton Matsunaga Tsongas
Ford Melcher Zortnsky

NAYS—61
Abdnor Goldwater Moynthan
Andrewa Gorton Murkowski
Armstrong Grassley Nickles
Baker Hatch Nunn
Baucus Hatfield Percy
Bentsen Hawkths Pryor
Boren Hecht Roth
Boschwitz Heinz Rudman
Bumpers Helms Simpson
Chafee Huddleston Specter
Cochran Humphrey Stafford
Cohen
D'Mnato

Jepsei
Johnston

Stennis
Stevens

Danforth KaEsebaum Symins
Denton Kasten Thurmond
Dixon Laxalt Trible
Dole Leahy warner
Durenberger Long weicker
East Lugar wilson
Exon Matt1ng1?
Garn McClure

NOT VOTING—9
Cranston Mathias Quayle
Domeulci Packwood Tower
Hart Pressler wallop

So Mr. BRADLEY'S amendment (No.
520) was rejected.

Mr. DOLE. Madam President, I
move to reconsider the vote by which
the amendment was rejected.

Mr. HEINZ. Madam President, I
move to lay that motion on the table.

The motion to lay on the table was
agreed to.

The PIESIDING OFFICER, The
Senate will be In order, please.

UP AMENDMENT NO. 102

(Purpose: To require the Quadrennial Advi-
sory Council to study and make recom-
mendations on the Increase In the retire-
ment age and its effects on 881, DI, and
unemployment compensation programs)
Mr. HEINZ. Madam President, I

send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Pennsylvania (Mr.

HEINZ) proposes an unprinted amendment
numbered 102.

Mr. HEINZ. Madam President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objections it Is so ordered.

The amendment Is as follows:
On page 100, between lInes 12 and 13,

insert the followIng:
(dXl) The 1987 Quadrennial Advisory

Council on Social Security appointed pursu-
ant to section 706 of the Social Security Act
shall study the effect of raising the normal
retirment age, and shall recommend to the
Congress changes In the supplemental secu-
rity income program, disability Insurance
benefits, and unemployment compensation
which may be necessary to meet the special
needs of individuals between the ages of 62
and 66, effective in the year 2000 who are
unable to work because of poor health or
lack of employment opportunities.

(2) In order to adequately address the
Issues described in paragraph (1), the Secre-
tary of Health and Human Services shall
appoint to such Council representatives of
organized labor, and experts on the prob-
lems of older workers, disability and em-
ployment, and the labor market. Such ex-
perts shall be appointed subject to the ap-
proval of the chairman of the Senate Com-
mittee on Finance and the chairman of the
House Committee on Ways and Means.

Mr. HEINZ. Madam President, the
amendment I am offering would direct
the 1987 QuadrennIal Social Security
Advisory Council to study the effect of
raising the normal retirement age in
social security, and to report to the
Congress on changes which should be
made in the supplemental security
income program, the dIsability insur-
ance program, and unemployment
compensation to assure that the needs
of those who will be unable to work
longer are met.

Madam President, the proposal to
raise the retirement age gradually to
66, beginnIng in the year 2000, is a par-
tial recognition of the dramatic
changes that have taken place and are
expected to cQntlnue to occur in life
expectancy. Over the last 40 years, life
expectancy at age 65 has increased
among men by 2 years, and among
women by 5 years. By the year 2000,
life ecpectancy is expected to increase
by another 1'/2 years among men and
another 2 years among women. It is
also a proposal which is expected to
coincide with changes in preferences
for work and the demand for labor
which should occur before the turn of-
the century. By the year 2000, we fully
expect that our older citizens will not
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only be living longer, but that they
wiU want to and be able to work longer
as well. Demographers today project
that toward the end of this century
there will be proportionately fewer
younger workers in the labor force,
leading to labor supply shortages and
an increasing demand for older work-
ers. In addition, today's younger gen-
eration, which entered the labor force
later, has developed a higher level of
education and skills, and has worked
in less physically demanding occupa-
tions than their elders, may prefer to
work longer than the current genera-
tion of retirees

But, Madam President, while the
average worker may be able to work
longer, there will be those who will
need to maintain the option to retire
early. During the deliberations of the
National Commission on Social Secu-
rity Reform last year, those of us who
participated in those sessions had the
opportunity to hear from two experts
on the question of life expectancy and
health trends. It was apparent to me
from their testimony that there is no
clear evidence at this time that im-
provements in life expectancy are
going to be accompanied by Improve-
nents in morbidity. Even though we
fully expect people to live longer in
the future, there Is no assurance that
they are going to be any healthier.

Today nearly two-thirds of those
who retire under soctal security re-
ceive benefits which are reduced for
early retirement. While many of these
people are receiving reduced early re
tirement benefits by choice, perhaps
as many as one-third of them had to
stop working for health reasons.
Workers who have spent 40 years in
back-breaking labor frequently find it
impossible to continue in their line of
work by the time they reach 62. With
few other job opportunities, older
workers who have to stop working in
one job stand little chance of finding
employment in another line of work.

In addition to those no longer
healthy enough to work in the same
occupation, there are those in hazard-
ous jobs demanding physical skills
such as balance and timing which
cannot be relied upon in later years.

While the average worker of the
future may choose to delay retire•
ment, there will still be those in stress-
ful or hazardous jobs who will need to
maintain the option to retire early.
There will continue to be workers with
poor health, low skill levels, and incon-
sistent work histories who will be
unable to work or find new employ-
ment when they are older.

For those who can work longer, rais-
ing the retirement age will conform to
their choices axd their opportunities.
Combined with the Incentives in this
package to delay retirement—the in-
crease in the retirement age should
help to dilute the strong association
which has existed in the past between
age 65 and retirement.
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For those who cannot continue

working past age 62, improvements
should be made in disability insurance
(DI), supplemental security income
SSI) and unemployment compensa-
tion. to assure that those unable to
work longer are not unfairly or unnec-
essarily punished for events which are
fully beyond their control.

Madam President, I do not believe
we know yet what kind of improve-
ments should be made In these pro-
grams to respond to the special needs
of these workers. Instead, I believe we
have the time to develop solid legisla-
tion to complement the increase in the
social security retirement age, since
this increase is not scheduled to go
into effect for another 17 years.

This amendment will charge the
next quadrennial council, already
scheduled to convene in 1987 to study
prograns authorized under the Social
Security Act, with the responsibility of
reviewing this Issue and making specif
ic recommendations to the Congress.
By the end of the decade, I am conf i.
dent we will have a clear sense of how
to proceed to assure those who will
have to rely upon early retirement will
not be unfairly penalized by the in-
crease in the social security retirement
age.

Madam President, the amendment I
am offering would simply direct the
1987 QuadrennIal Social Security Ad-
visory Council to study the effect of
raising the formal retirement age in
social security, as we do In this bill
and, for that matter, as the House
does in their bill, by 1 additional year,
and to report to the Congress on
changes which should be made in the
supplemental security Income pro-
gram. the disability insurance pro-
gram, which was the subject of Sena
tor BI.&aEY's amendment, and the un-
employment compensation program,
to assure that the needs of those who
will be unable to work longer Indeed
are met.

Madam President, I will not explain
the need—

Mr. DOLE. Madam President, may
we have order In the Chamber?

The PRESIDING OFFICER. The
Senate will be In order. Those wishing
to have conversations, Including those
on the sofas In the back of the room,
will retire from the Chamber.

Mr. HEINZ, Madam President, I
shall not take the Senate's time to ex-
plain the need for this amendment.
Indeed, it attempts to. answer the very
rea1 QuesLions that Senator BaADLEY
very persuasively raised in offering his
amendment. Let me say that, al-
though I happen to oppose the amend-
ment of the Senator from New Jersey,
I have a great deal of sympathy for it.
I originally had Intended to support it,
but when we got the additional cost es-
timates of some $800 million a year, I
decided that now is not the time to
start liberalizing some additional bene•
fits, when we have 17 years to make
the changes to do so.
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It so happens that there is a careful

and thoughtful way we cannot only
meet the objectives of the Senator
from New Jersey, but address, rather
than in a piecemeal fashion, the prob-
lems that we shall encounter in the
other programs that we use to take
care of the special needs of not just
working people who are relatively well
to do, but those people, for example,
who are not well to do but who are
covered by the SSI program or, for
that matter, those people who become
unemployed and have to rely on the
unemployment compensation pro-
gram.

Those were not specific features of
the amendment of the Senator from
New Jersey, even though I salute the
objective and the principle that he
had in mind, which is to recognize,
quite simply, that there are people
who are simply going to be unable to
work longer, even though Congress
would like them to.

For that reason, Madam President, I
offer this amendment. I hope that it is
adopted by my colleagues. I have dis-
cussed it somewhat with the managers
of the bill, and I hope they will accept
It.

Mr. DOLE. Madam President, this
has been discussed, and I think it is a
responsible alternative. Again I am
sympathetic with the efforts of not
only the distinguished Senator from
New Jersey, but the distinguished
Representative from Oregon, who has
been working on this for some time.
This will give us an opportunity not
on'y to outline what the distinguished
Senator from Pennsylvania has just
stated, but also have some hearings m
our committee. We still have ample
time, it seems to me. This will be an
appropriate approach.

I am willing to accept the amend-
ment. I know there is no objection to
the study on the other side.

The PRESIDING OFFICER. Is
there further debate?

Mr. LONG. Madam President, I have
no objection.

The PRESIDING OFFICER. The
question is on agreeing to the amend•
ment.

The amendment (UP No. 102) was
agreed to.

Mr. HEINZ. I move to reconsider the
vote by which the amendment was
agreed to.

Mr. DOLE. I move to lay that
motion on. the table.

The motion to lay on the table was
agreed to.

Mr. HEINZ. Madam President, I
thank the sponsor of the bill for his
support of this amendment.

UP AMENDMENT NO. 103

(Purpose: To delay implementation of the
withholding provisionà on Interest and
dividend income until January 1, 1984)
The PRESIDING OFFICER. The

Senator from Montana is recognized.
Mr. MELCHER. Madam President, I

send an amendment to the desk and
ask for its immediate consideration.
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The PRESIDING OFFICER. The

amendment will be stated.
The legislative clerk read as follows:
The Senator from Montana (Mr.

MLCHER) proposes an unprinted amend-
ment numbered 103.
Viz: At the end of the bill add the following
new section:
"DELAY IMPLEMENTATION OF WXTBBOLDING ON

INTERE5T AND DIVIDEND INCOME

SEc. . Section 308A of the Tax Equity
and Fiscal Responsibility Act of 1982 is
amended by striking out June 30' and in-
serting In lieu thereof 'December 31.'

Mr. DOLE. Madam President, as I
understand, this is a sense-of-the-
Senate resolution but one which I
hope the Senate will not agree to. It is
a second shot by the American Bank
ers Association to not only hold up the
jobless and the homeless but now all
those who depend on social security. I
hope we do not spend a great deal of
time on this. I shall move to table the
amendment at an early time.

I know everybody wants to get into
the act because this is very popular. It.
is easy to be on the side of the bank-
ers. They are flooding us with mail.
We learned yesterday from the Wash-
ington Post that they had two-way
mirrors to find out how people react to
this scheme before they, set it in
motion, a sort of "bankscam" so they
could find out how to proceed with
this campaign. I think it shows a new
low the American Bankers Association
reached when it kicked of f this cam-
paign.

I hope we shall keep our eye on
social security.

Mr. MELCHER. Will the Senator
yield?

Mr. DOLE. As soon as I finish, I
shall. I am probably going to be here
for some time.

What we are trying to do is carry out
what I consider to be the most Impor-
tant piece of legislation we shall have
for a long, long time In this body and
in the Congress itself. I know that ev-
erybody wants to be on record as being
with the bankers and the financial in-
stitutions and the power in this coun-
try and the big PAC's and all those
things, but we are talking about bene-
fits to 36 million Americans and 115
million to 116 million people affected
who are paying into the social security
system. I hope we might get on with
the social security bill but U, in fact,
there is going to be a debate, we may
as well start it now rather than April
15.

It is this Senator's feeling that we
had agreed in this Chamber that we
would debate the merits of withhold-
ing on interest and dividend income
commencing April 15.

The Senator from Kansas learned
when he left the floor that day that
we had withholdIng on interest and
dividend income back in 1862. I shall,
be discussing that at greater length
starting on April 15, but this is not
something that has not been around
before.
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The chairman of the Finance Corn- Mr. MELCHER. That is absolutely

mittee, the Senator from Kansas, my correct.
good friend, has stated that it will re- Mr. LONG. He would defer with•
quire considerable discussion at that holding until January 1 or Decernber
time. The Senator has frequently 31 of this year? Is the date December
stated that whatever the discussion of 31 or January 1?
the matter, it should be throughly Mr. MELCHER. Not before Decern•
aired and that it can be throughly ber 31. So, if nothing is done, then the
aired and he hoped defeated at that withholding provision would be in
time. effect on January 1.

Recognizing the feelings and the Mr. LONG. So if the amendment of
overwhelming vote for repeal that oc- the Senator becomes law, then with•
curred on the Kasten proposal when holding would start on January 1, not
we had the vote on cloture, it seemed before?
to indicate a rather strong feeling for Mr. MELCHER. That is absolutely
consideration of the rnatter, for thor- correct.
ough debate of it and thorough discus- Mr. LONG. It will be on January 1.
sion as to the merits or demerits of—— 1984, not prior to that time?

Mr. HELMS. Will the Senator yield Mr. MELCHER. That Is right.
for a question? Mr. LONG. I thank the Senator.

Mr. MELCHER (continuing]. The Mr. MELCHER. That is absolutely
withholding provision in the tax bill of correct.
1982. The reason we are in this box is this:

Yes, I yield to the Senator from The provisions in the tax bill of 1982
North Carolina. had a number of tax increases which

Mr. HELMS. Looking at the amend- affected telephones, airline tickets,
ment of the Senator, it is not a sense- aviation fuel, tip reporting by people
of-the-Senate vote, is it? I thought I who worked in food and beverage es-
heard reference to "sense-of-the- .tabllshments and motels and hotels, a
Senate." tax increase on some forms of insur-

Mr. MELCHER. I thought I heard it aice provisions and deductions of
also from the Senator from Kansas, health costs.
but it simply is not a sense-of-the- For instance, if you cut the allow-
Senate amendment. able deduction in the health care or

Mr. DOLE. I might just say that we health insurance the taxpayer is al-
had not been furnished a copy of the lowed, that resulted in a revenue gain
amendment. We understood there was for the Treasury, but it also included
going to be a sense-of-the-Senate within that package this provision,
amendment. We also understood some that on unearned income from interest
on this side were drafting different and dividends the Institutions would
amendments. We now know it is not a start withholding income taxes at 10
sense-of-the-Senate amendment; it percent of the amount of the pay-
simply delays the effective date. ments.

If there is any hope that the banks Now, that in itself is surely, as the
were serious about Implementing it on Senator from Kansas has very aptly
that date, that might be worth discuss- described, not a tax increase. It is a
ing but, having been taken for a ride coUection of taxes due. It is patterned
by postponing it for 6 months in the somewhat after the Rumi provision in
first place on my motion in the confer- 1943 of withholding taxes on wages
ence, I think all we are doing is provid- and salaries of individual taxpayers,
ing another 6 months to kiU withhold- which is a wartime measure that was
ing, which we can discuss when the very rnuch needed because the Treas-
Senator from Montana finishes. ury needed to get additional revenue

Mr. MELCHER. Madam President, very rapidly, and this was one way of
whether or not this provision is re- doing it. But in turn for that provi-
pealed wiU depend upon the voces of sion, the taxpayers that were required
the Senate, the votes in the House and to have withholding on their wages
the question of whether or not the and salaries were forgiven the taxes
President wants to veto a bill that has for the preceding year, whatever they
it in it. That is a separate matter. might have owed. Since that time, we

What my amendment seeks to ac- have had provisions for estimating
complish is to set a timeframe for that taxes due on income of self-employed,
discussion and that debate and, partnerships, farmers and ranchers,
indeed, it is a debate that is thought to all sorts of people, and withholding is
be very important by a great number really the name of the game.
of Americans across the country. For well over a decade that I can re-

Mr. LONG. Will the Senator yield? rnember a requirement by law for
Mr. MELCHER. Yes, I yield to the withholding of incorne taxes on un-

Senator from Louisiana for the pur- earned income such as interest and
poses of a question, dividends has beena very big issue. As

Mr. LONG. Do we understand that the Senator from Kansas has very cor-
• the amendment of the Senator is not a rectly said, the wage earner says, "If
sense-of-the-Senate amendment? you are going to withhold it frorn me.

The Senator, as I understand:, it, is why do you not withhold it from
offering a legislative proposal to defer somebody on unearned incorne?" And
the. effective date of the withholding labor organizations for a number of
for 6 rnonths? ., , years. for well over a decade that I can
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As I understand the Senator's

amendment—we do not particularly
need to understand it fully, but it Is in-
jecting withholding back into this
debate. If that is the intent of some of
the Senators on the floor, we ought to
find out right now, because that will
change how long we stay tonight and
how long we stay the rest of the week.

I am prepared to yield the floor.
Mr. MELCHER. Madam President.
The PRESIDING OFFICER. The

Senator from Montana.
Mr. MELCHER. I think perhaps,

from the kind rernarks of the Senator
from Kansas, he misunderstands the
amendment. The amendment is not a
sense-of-the-Senate resolution; the
amendment goes directly to the imple-
mentation date of the withholding tax
on savings and interest. It would move
that date from July 1 to the end of the
year.

For all the reasons that have been
debated on the floor concerning the
Kasten arnendment, which would have
repealed the withholding tax provision
on interest and dividends, it is clear
that there does need to be further con-
sideration, as the Senator from
Kansas, the chairman of the Commit-
tee on Finance, has often stated, and
complete and thorough discussion, as
the chairman has repeatedly stated re-
garding the Kasten amendment to
repeal withholding. To accomplish
that purpose, Madam President, I
have introduced this amendment. This
will give time for Congress, both the
Senate and the House, if they are so
inclined, to look .at the proposal, to
look at whether or not the withhold-
ing of taxes should go into effect is
reasonable.

Mr. DOLE. Will the Senator yield?
Mr. MELCHER. Yes, Madam Presi-

dent.
Mr. DOLE. The Senator said with-

holding tax. It is not a tax.
Mr. MELCHER. Withholding of the

tax on dividends and interest. I thank
my friend from Kansas. We want this
to be clear. We want this to be thor-
oughly understand. I know this is not
a new tax.

[f there Is any doubt in the minds of
the taxpayers just what the advan-
tages or disadvantages of this are for
the Nation of the withholding of taxes
up to 10 percent on interest and divi-
dends, it should be thoroughly and
completely reviewed by Congress. It
was clear that the Kasten amendment
for outright repeal created sorne prob-
lems, although I support repeal.

It was clear that the Kasten amend-
ment created some problems for the
administration. Treasury strongly ob-
jected to it. Some of the members of
the Finance Committee of the Senate
very vigorously disagreed with it.

So this amendment I arr offering
today Is to give us time for a thorough
consideration of the question. The
Senate has agreed by unanimous con-
sent to debate the issue on another
bill starting April 15.
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remember, have picked up that argu-
ment and been very persuasive about
it. They Insisted that Treasury and
Congress consider It. We have just
never done it. Indeed, during the
debate the Senator from Kansas re
ported to us about a note that he re-
ceived from off the floor from the
United Food Workers signed by
Arnold that saM, "Anything we can do
to help?" And It portrayed the inten-
sive interest that labor has had on
making everybody pay their share of
taxes, closing what they figured was
big loophole.

Well, we have had a long history of
attempting to establish withholding
on unearned income, but during that
long period of time nuch has changed
about collecting the income taxes due
on interest and &vidends One of
those changes was the requirement for
these mstitutions paying interest or
dividends to file 1099 forms. We all re
ceive them if we have any income at
all on interest or dividends, and even
holders of insurance policies get a 1099
form.

While my experience with this type
of income s not all that great, I think
In our house my wife and I get prob-
ably a half dozen 1099 forms every
year from institutions sayrng, "Well,
here is what you received from us on
income; report it on your Income
taxes." That goes a long way for every-
body understanding that indeed that
is Income and they had better pay
their taxes on it, because there is a
form sent to you, as an tndlvidual tax-
payer. You get that 1099 form and the
IRS gets it, too. So it Is known. Maybe
that gap is closed. But there are other
steps to be taken,

In the tax bill of 1982, the question
of reporting interest from Treasury
notes as well as from other types of
bonds was taken up, and the require-
ment for that type of reporting by the
people who are handling those bonds
was required, to close the gap, so that
people could not escape paying their
taxes that are due on that type of
income.

We hear about mderreporttng, of
tax evasion In this area, outright
cheatIng.

As we review what studies are availa-
ble, the Treasury presents us with one
that says that 88 percent of the tax
money Is collected on interest and divi-
dends. That Is a startling figure; be
cause if that study Is accurate, it
means that about 12 percent s uncol-
lected.

A further study of the Treasury De-
partment says that 97 percent plus of
individual people pay all the tax that
is due from interest azid dividends.

So the question really is, with the
aid of 1099 forms and the revisions In
the 1982 tax bill itself, which closed
the gap on the reporting of interest on
Treasury notes and similar bonds,
whether or not the gap Is pretty well
closed. Could it be, if now the same
study was made by the Treasury De-
partment, It would find 96 percent of
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the money Is collected and that 99 per
cent plus of the people who resort are
the people who pays taxes on interest
and dividends? I do not know. But
there is a way to tell, and that is by
matching up the 1099's with the
amount actually paid! in taxes and
seeing whether or not iI the taxpay-
ers paid what they. were supposed to
pay. That would be complete checking.

The IRS aures s that at present,
wfth the computer ability they have
currently, they cannot do that; but
they project that sometime Itn the
future, perhaps next year, that would
be possible, but very costly. They say
there might be some errors, anyway.
Of course, there might be some errors.
What we are after is cheaters, and the
errors are both ways. Some people
overpay, never get it back, do not real-
ize they have overpaid. An audit might
show that they had some money
coming back. But if the audit showed
they had not paid thetr taxes, those
Individuals would be identified and
they would get their dun plus the pen-
alty from IRS to pay it up.

What does this provision in the 1982
tax bill do? Instead of collecting all
the taxes, it smp1y says 10 percent
wifi be withheld. Ten percent of divi-
dends nd interest will be withheld as
if It were a tax obllgatjon. That Is not
a new tax. That Is just paying part of
your taxes that way.

It Is claimed by IRS, Treasury, and
the chairman of the Finance Commit-
tee that this will be a net gain of ap-
proxbnately $4 billion per year In reve-
nue. Part of that Is early collection of
taxes due. For fiscal year 1984, it
would be more than $4 billion, if the
figures are correct, because it is really
early collection hi that particular year
but in subsequent years, the early col-
lection part of this is just a fraction.
What they really feel is that about $3
bililon a year from years after 1984
would be produced In new revenue
from taxpayers who simply are not
paying what they are supposed to pay
on interest and dividends.

The IRS states that for $85, on an
average, they can track down a non-
filer. That Is the biggest area In which
this supposedly $3. billion a year Is
going to bring in additional revenue to
the Treasury—from nonfilers, people
who do not file an income tax form.

If you can find a nonfiler and bring
that nonfiling taxpayer into the
proper fold with the rest of us who are
paying our taxes, who are filing their
1040 forms and paying thefr Just
taxes, it would seem that $85 to track
down a cheater is not that much
money.

We can project all kinds of figures
on the floor of the Senate. We can
quote all kinds of studies and all kinds
of figures proposed by the agencies or
by Independent groups. We all know
that those figures are just as good and
just as sound as the particular agency
or the particular private group that
proposed them and how sound the
study and the reasoning are.
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There was a reason for a lot of

people asking us this simple question:
Why not go after the cheaters? I ask
that question, too. Why not? Is it too
costly? Certainly, $85, on average, to
track down a nonfiler is not too costly.
That seems to me a very good business
for the Treasury Department and the
IRS to engage in.

The people who ask that question,
ordinary taxpayers, are asking it be-
cause they know that they pay their
taxes on interest and dividends. They
say, "What Is this new requirement in
the law that forces upon us a new
method of collecting taxes?" Many of
them state in their letters to me—and
I assume to every other Senator—that
they do pay their taxes; they do view
it as income and report it. They attach
their 1099 forms to their tax form at
the end of the year, the 1040 form.
They know they are paying it. Why
put another level on this?

I might say. this, in sort of rebuttal
to what has been said here previously
when we are discussing the Kasten
amendment for repeal.

I do not believe that we should take
too lightly the complaints of these
taxpayers. That is No. 1. I think these
taxpayers are legitimate In saying to
us In their letters: "Why Is it neces-
sary to have a new requirement placed
on myself and my wife when we have
been reporting all of the interest and
dividend income that we have? Is this
not another intrusion or another layer
of IRS regulations upon us? And what

• good Is it?" Those complaints or state-
ments are simply Inquiries. I do not
think we should take those too lightly
because we must be able to Justify why
this Is in the law if it is going to stay
in the law. They are the people who
provide the money for the Treasury.
They are the people whom we repre-
sent and the people who are really in a
representative form of government
supposed to be heard and lIstened to.

I am not too much Impressed by the
counterarguinent that anything deal-
ing with thIs—the Kasten amendment
for an outright appeal or my amend-
ment now for simply a delay in Imple-
mentation of withholding provisions in
the law—Is a ploy of the American
Bankers Association. I do not believe
that has had much effect on me indi-
vidually. I cannot recall ever a time
when I became real concerned about
what the American Bankers Associ-
ation had to say on a tax matter that
affected individual taxpayers.

I look to the banking association to
give me a viewpoint of banking law,
but I am not overly impressed either
by whatever they have to say on this
particular provision of law or by any
counterargument that says "Well, all
you are doing Is sort of a kneejerk re-
action to what the American Bankers
Association position Is."

I think that that probably holds
true for all the Senators of thIs body. I
think it probably holds true for all the
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Members of the Rouse of Representa-
tives.

I simply cannot believe that the
American Bankers Association takes a
stand and then immediately that gen-
erates thousands upon thousands of
letters from Montana to me and scores
of thousands of letters to Senators
from larger States.

I do not even recall that we men-
tioned much about the savings and
loan people to date. I believe they
share about the same position as the
American Bankers Association. Hardly
ever do we have much comment on
what the credit unions feel about this,
although I believe and am well aware
that they are opposed to this provi-
sion; and later on, I will submit some
studies that they have provided just
recently in a letter to me on March 18
on what they feel from their point of
view are the objections of the credit
unions both as managers and individu-
al members of a credit union.

What I really believe is that what we
are experiencing now is a true form of
representative government, where a
lot of people all at the same time are
zeroing in on something that they feel
s not a good tax provision that affects
them personally because taxes, after
all, for a taxpayer are a very personal
thing whether or not you are bearing
your share or whether or not you are
burdened with a new form or whether
or not you put a new requirement of
IRS on when you pay or how you pay
your taxes. They simply seem to be
saying to me they do not feel that this
particular provision has merit and
they have had too much of this. They
want to get rid of some of it.

I do not believe it serves any purpose
to glibly overestimate what this partic-
ular tax provision would gain in reve-
nue for the Treasury. I think there
has been overestimation, and the
reason I think there has been overesti
mation is that I think it has been un-
derestimated how many people will ac-
tually readjust their tax payments be-
cause of withholding on some of the
interest and dividends that they re-
ceive.

Why do I say that? If it is an ordi-
nary wage earner or salaried individu-
al who has a certain amount of with-
holding out every month or every
week or every 2 weeks out of every
paycheck and he, after July 1, finds
that there is additional withholding
out of some of the interest income
that he has, then he is going to make
an adjustment, and that is, our course,
provided by law. It is required. It is
one of the provisions. How else would
it be fair, unless on the same basis of
the taxes you have already paid in you
decide you do not want to have either
overpayment or that much overpay-
ment of tax obligations? So you read-
just the amount of taxes simply by
changing the number of withholding
individuals that are listed as depend-
ents and provided by law. It is a
common way of doing it, a common,
way of adjusting.

I think that t is worth noting right did file and look for that. We have the
here that the Treasury Department's 1099 form, and look for that individual
Office off Tax Analysis in connection and see whether he has got a 1040
with ths issue i 1980, when President form, because surely there ought to b
Carter asked for the withholding pro- some reason or them to file a 1040.
pos&, indcate taxpayers would be So people are saying, "Well, you
able to offset this increase through le- know it is pretty hard to believe you
gitirnate adjustments, and the Treas- can get aay without paying taxes and
urs Othe of Tax Analysis in 1980 without really being an out-and-out
said approximately 95 percent of the, crook, and beüg a very determined
acceieraUor effect of withholding on crook." I think there is a lot of merit
dividend and interest income would to that simple statement and there is a
simply be offset by adjustment. lot of truth to ut, S they say, What

For the ndividua1s who estimate is that burden?" First of all, it is a
their taxes the and do it ona quarter- withholding provision that would start
ly basis, whether they are salaried or to come out of their payments on in-se1f-ernpoe or farmers or ranchers terest and dhideds. Then, second, if
or partnerships, they can also, accord- they do not think they really should
ing to law, change their estimates of be covered at all they can file what iswhat their taxes are due under exist- called a W-6 form. That is just some-
irig law, and after July 1 it is reason- thing else they can file. They file thatable to believe that when they make with each institution.
those quarterly estimates they are
going to adjust those quarterly esti- Well now I have already stated that
mates on the basis of how much may While in our household my wife and I
have already been withheld in taxes receive about half a dozen of these
from unearned interest or dividends or 1099 forms per year, we are not very
would be through the remainder of big in this field and there are a lot of
that taxable year. elderly who are receiving more income

from different institutions than whatSo a statement that simply says this
is a gain of $3 billion for the Treasury is represented our household, of my

wife and me.. So let us say many ofmay or may not be correct, plus sever-
al days I submitted a study done those households have about 10 differ-
by Puglisi, who came out with an en- ent 1099 forms. So they can file a W-6
tirely different set of figures and com- form if they feel they would be

putations for the amount of revenue exempt, they can file that W-6 form
that would be gained by this provision, with each of those institutions and

A note about people who write us then they are exempt. Those are filed
letters. on this: Many of them are el- presumably also with the IRS by the
derly, and they say that they are very institutions. We are told that that
careful about their tax obligation and figure might be as many as 200 million
that either way they are going to pay W6 foflhls
it. They are going to continue to pay So you begin to understand the mag-
all their income tax obligation, but nitude of what this complaint is about.
they really query and they have It is about paperwork. It is about addi-
strong doubts that this provision will tional forms, and it is about really
really generate much additional reve- wondering, when it is all over, about
nue. It seems to them that if there is that number of forms, about that
that many people who are evading number of individual transactions with
taxes, cheating on their income tax the institutions and the individual tax-.
and not paying on this, surely there payers and then relate it to whether
must be a way of getting them and or not the IRS really comes up with
making sure that they pay their taxes. any additional revenue.

This was pointed out to us as very I happen to believe the estimates for
obvious: What does the 10-percent tax this gain in revenue for the Treasury
on dividend or interest payment actu- has been overesthnated by the Treas-
ally mean in the tax obligation for ury Department, But even if it were
someone who is cheating? not overestimated 1 would say to

Treasury says if they are nonreport- Treasury, I wou]ld ask them the same
ing, if they are just one of those rnil- simple question that is asked in so
lons of people—and they say 5 million, many letters I receive from taxpayers
and I find that a little difficult to be- of Montana and that is, why not go
lieve, nevertheless I accept it for the after the cheaters then? Why not
sale of argument right now—I will just match up these forms and go after
concede it us 5 million—they are going them and collect the money from
to pick up a lot of people who have them, gather them 'ight into the tax
never reported and really owe taxes. . paying fold where they belong?
Well, we have already gone over that a
little bft eaiiier, there is a method of
doing it: Just go out and search for
people who are nontaxpayers, non-
filers of the 1040 form, and the Treas-
ury, according to the Joint Committee
on Taxation, says that costs about $85
per individuaL

The other method is to compare the
1099 form with the taxpayer's state-
ruent and see whether or not he really
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UP AMM SO O3—MODIFID

Madam President., without losing the
floor, might I hiqure if this amend-
ment is properly drafted to modify the
committee substitute?

The PRESIDING OFFICER. It is
drafted to the bill,

Mr. MELCHER. I ask it be modified
to be drafted to the committee substi-
tute.
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Mr. DOLE. Does that require unani-

mous consent?
The PRESIDING OFFICER. No, it.

would not. The amendment Is so modi-
fied.

Mr. MELCHER. So we are at the
point where we are really questioning
whether all the paperwork is neces-
sary and whether it Is really going to
bring in the amount of revenue that it
is projected to bring n,

Madam President, I would suggest
that is the reason for my amendment
because there are legitimate questions,
because there are unanswered ques-
tions, because there is really some con-
cern about this being just another
batch of forms to be filed by Individu-
al taxpayers without really benefiting
anybody very much, and particularly
not benefiting the country and the
Treasury with additional revenue

Why? Because, No. 1, how much
does it cost to handle all the paper,
just to file to be exempt? That is No.
1. We do not have the anser to that. If
you ask the Treasury Department, if
you ask the Joint Committee on Tax-
ation, if you ask the Senate Finance
Committee what does that cost, you
will get an answer that Is honest and
very short; they do not know. They
have no idea.

The next point is, what does It really
cost the individual taxpayers? Well,
there is a cost, sure it is not a new tax,
it is just paying your taxes early, but
there is a cost because it Is an adjust-
ment, and the adjustment is this: That
10 percent that will be withheld from
the unearned interest and dividends
could have been reinvested for the bal-
ance of the year or there may be a
provision in the particular setup with
a savings account, whether it Is in a
credit union or an S&L or in a bank or
with a particular—whatever the Insti-
tution is, there may have been an ar-
rangement for that just to be added
right back into that—that Interest be
added right back Into the principal
and ft would be generating new inter-
est income or dividend income.

So that Is an amount that would be
taken away from the Individual saver,
and the individual taxpayer, and It too
can be calculated, and It is part of the
additional revenue that is received by
the Treasury by this particular provi-
sion of law, this withho1dng provision.

The concern comes hi estimathig
how much that is and really whether
the ndividua1 taxpayer feels that the
loss to that individual saver s not all
that great.

Let me point out what we are trying
to do in this very sick economy of the
United States is to get additional reve-
nue for the Treasury so the deficit is
not as large as it is, and a'so to encour-
age savings by individual Americans,
and the reason we want to encourage
savings is because we realize that the
amount of savings per Individual in
America Is lower than any other indus-
trial country, and that Is one of the
reasons which prevents us from bring-
ing down Interest rates as rapidly as
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we would like to see them brought
down.

We have done a lot in the last year
or two around here in encouraging
savings. Individual retirement a-
counts come to mind immediately and
it Is a very sound mechanism, a very
sound provisthn in our tax law to en-
courage savings, and it is having some
advantages.

Now, this, if this Is viewed by indi-
viduals who have savings as a bad
piece of tax law there may be some in-
advertent discouragement for greater
savings on the part of individual
people. That will be counterproductive
if that happens to be the case and that
should be thoroughly evaluated so
that all taxpayers understand "Well,
really this Is something that does not
bother me very much" or "We estab-
lIsh this indeed as something that does
bother me as an individual Senator
and I think your point Is well taken,'
and I think we ought to reconsider
this, and I am hoping for reconsider-
ation.

Our amendment would do that and
allow us time for that reconsideration.

Is there a need to consider this pro-
posal if this method gains net dollars
for the Treasury? In all candor and in
all honesty, I would have to state that
It s my judgment that this is the crux
of this particular law. If this really
gains much in dollars for the Treas-
ury, we have to be very sure that if it
Is going to be repealed, it is going to be
considered that there is some offset-
ting revenue gains.

Now, I did not happen to vote for
this particular bill in 1982. I objected
to this provision in it and several other
provisions in it and thought it was a
rather poor tax revenue bill. But that
Is just my judgment.

But I felt the proponents of a tax
bill, that tax increase, had merit to
the argument that additional taxes
were necessary; that the economy was
at a very fragile stage; that further in-
crease in the deficit over and above
what was projected would be very
damaging to an economic recovery.

So part of the consideration I believe
that must be given to this issue is
indeed what the Senator from Kansas,
the chairman of the Finance Commit-
tee, has so correctly stated. If it Is
going to be repealed, where is the reve-
nue lost going to be made up?

That presents two points, of course.
The first Is, what will be the revenue•
loss? I voice my judgment that reve-
nue gain, as indicated by the Treasury
is overexaggerated; that there simply
Is not that much revenue gaii for the
reasons I have outlined and perhaps
for others that I have not noted. That
can be better addressed, I suspect, in
the coming months when we review
not only the updated presentation of
the Treasury but also updated points
that will be made by the opponents of
this and see what the merits of the ar-
gument are.

But we are going to be looking at a
lot of different tax revenue measures.
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The first one I suspect we are going to
be looking at is whether or not the
July 1 tax cut that is scheduled will go
into effect In its entirety or parts of it
or maybe none of it. I suspect we are
going to be looking at that.

I suspect we are going to be looking
very seriously at all of the interest
that has been generated by the Treas-
ury Department telling us that there
are so many people who do not pay
their legitimate taxes and we want to
be reassured by the Treasury Depart-

• ment that they indeed are on top of it.
Because if all they are going to get is

• 10 percent of somebody who does not
report, 10 percent of tax obligation of
somebody who does not report, I
would say that most of us or all of us
are going to be dissatisfied. Because if
they are really cheating, if they are
really evading what their tax liability
is, we do not want just 10 percent of
that interest and dividend payment,
we want whatever they are required to
pay, whether it is 12 percent, 15 per-
cent, 38 percent, 45 percent, or 50 per-
cent.

I earlier stated that one of the provi-
sions of the 1982 tax bill was that
there would be a correction in differ-
ent reporting procedures on the
middle people that handle these
bonds, Treasury notes, or other types
of bonds they would have to be report-
ing. Part of that comes from States.

The State of Montana officiais wrote
me and said they could not be ready to
meet all the requirements of this with-
holding by July 1. And I suspect other
States wrote their Senators, and said
the same thing.

So a few weeks ago, on March 2, the
Treasury Department put out a press
statement, a very lengthy explanation,
to the effect that there would be with-
holding rule revisions on the interest
off of Treasury notes and other like
Instruments, which covered, mind you,
what the State of Montana official
wrote to me saying they could not
comply with by July 1. It takes care of
them, too, and they changed the date
to January 1,

Now, that leads me to the point of
the purpose of this amendment, which
is to just simply delay all of the with-
holding to January 1. not just take
care of Treasury Department and the
people that handle those Treasury
notes and Treasury bonds in the
States and the State people that
handle those State bonds—just delay
It for everybody until January 1 and
let us take a real good, long look and
let the full discussion of the Senate
and the House, too, take place and see
whether or not this provision in law
should be retained or it should be re-
jected and repealed.

The people who expect us to react to
these queries or complaints that they
lodged with us through their letters
and postcards are very sincere. Some
stated that, "Well, they have been
misled; that there has been some faise
advertising or rumors have been circu-
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lated by banking Institutions that
would somehow mislead them on what
was involved with this."

Well, I have long ago learned that,
when you are dealing with taxpayers,
the biggest mistake you can make Is to
feel that they are misled. Quite a few
of the letters I have received come to
me only from individual taxpayers
after they have consulted with their
accountants. Quite a few of the letters
have come from individual accounting
firms themselves and they say, "Well,
this Is what the requirements, as we
view this new procedure, will be and
we find it rather burdensome and per-
haps unnecessary." Now that Is a very
quiet way of saying that they would
like to have this looked at very thor-
oughly again.

So I certainly repeat their feelings
and repeat it in all candor believing
that it Is a legitimate judgment that it
should. be looked at very carefully.

The credit unions have provided me
with a study they have done which in-
dicates what the costs would be for
credit unions throughout the country.
They come up with a first payment of
about $26 million for implementing
computers or bookkeeping mecha-
nisms that would be necessary to put
this into effect. They view that as an
ongoing cost each year.

I would point out that the smaller
the credit union Is, the more it costs
them as a percentage of their earn-
ings. They correctly point out that the
withholding on dividends and interest
will also cost additionally, which they
can figure either out of their own
pockets or out of the pockets of the
credit union members. So, as you add
up their figures, which seem to be well
documented, you come up with in
excess of $76 million per year.

Mr. President, I ask unanimous con-
sent that their study be made a part of
the REcOIU) at tlie conclusion of my
discussion of this amendment.

The PRESIDING OFFICER (Mr.
MArrmLY). Without objection, it is so
ordered.

(See exhibit 1.)
Mr. MELCHER. I feel, very simply

• put, that we have the opportunity to
review very thoroughly and very close-
ly, in light of all the complaints that
we received about this provision of
law, whether or not it was wise to have
it. I feel that it is dependent upon us,
as a representative body of the people
of this country, to take heed of their
queries and their protests and their
complaints and review it carefully.

The amendment does not seek to
delay passage of this bill. It does not
seek to create any distress for the
chairman of the Finance Committee
or those who are proponents of this
particular provision. What it seeks is
just a fair airing, one that is In more
detail in light of new facts that have
been gained and garnered over the
past several months after it became
law and to review whether or not
there were sound Judgments in making
it part of our Tax Code.
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I think that Is a fair proposal to

make. I think ft is obvious that with
such a provfsion, so long as It is so vig-
orously opposed, even though it seems
on its face to be very fair—opposed by
the chairman of the Finance Commit-
tee and a'so the. administration—it is
fair to attach it to a bill of some note,
of some importance, that might have a
chance o wending its way through
both this body and the House and
then down to the President's desk to
be signed Into law.

Since it only is a delay for further
review and does not do much damage
to anybodys point of view on the
merits or demerits of this particular
withholding provision In our Tax
Code—it simply says let us look at it
again before ft goes into effect and see
whether it is worth it, and if it is

worth it, it is Justified—I would hope
we can accept it. I do not in any re-
spect want to abuse anybody's interest
in quick passage of the bill. I simply
believe it is a method for accomplish-
ing the purpose which we are all here
to do, to be fair in the matter of taxes.
It does become a very personal point
and is very much on the minds of the
individual taxpayers. With evidence
that it is on their minds, I think it
only just and wise that we heed that
evidence and allow for time for a thor-
ough consideration of this provision
before it goes into effect in 5 months.
This amendment would accomplish
that.
- ExHIBIT 1

CIT UNION NATIONAL
AssociAnoN, INC.,

WaaMngton, D.C.. March 18, 1983.
Hon. Jonz MIci1EI,
U.S. Se,uzte,
Washingt.on D.C.

D*a SToa MELCBR: The Credit Union
National Association, Inc. (CUNA) supports
repeal of withholding of taxes on interest
and dividends in favor of more reasonable,
less costly measures to Improve taxpayer
compliance n this area.

Before presenting our arguments agamst
withholding. we would like to make you
aware of what CUNA has been doing to edu-
cate credit uniois about compliance with its
new withholding law, Our interest is in re
pealing the law, but our obligation is to
obey the 1aw so we proceed on both fronts.

On November 15, 1982, the day IRS issued
temporary withholding regulations, CUNA
published "Special Withholding Edition"
of our newsietter, devoted entirely to edu-
cating credit unions about withholding.

CUNA has conducted six seminars on
ithholdng one of which Senate Finance

Committee staff helped secure appropriate
IRS staff to explain the regulations to us.
For that we are grateful.

CUNA has published a 153 page compli.
ance manua' and over 5,500 manuals have
been ordered to date,

A 9O-mnute compliance video tape proS
gram has bees dlztributed to state credit
union 1eague as part of our educational
video network.

Another s national seminars are being
conducted in April 1983, with hundreds of
compliance seminars being conducted by
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credit, union leagues and chapters through-
out the country.

QtYANT!TATIVE ARGUMENTs

TABLES 1 AJiD 2.—COsT TO CREDIT UNIONs

Our data suggests that for the first full
year of Compliance credit unions will have
to spend' $76 million n order to comply with
the new withholding law and regulations.

TABLEs 3 A!D 4—VALUE OF FLOAT TO CREDIT
UNINS

The provision for a 30-day float provided
by Congress to compensate financial institu-
tions for the start-up Costs of withholding
10% of Interest and dividend earnings is
woefully Inadequate. A credit union in the
$2 million to $5 million asset category is ex-
pected to experience an average cost of
$4,000 to be In compliance with the law
during the first year. Use of the float for 30
days (really 19 bankIng days) will provide
the credit union only $189.00 during that
same year.

Totals indicate that the $76 million first
year cost will be reduced by only $3.8 mil-
lion through float, and that credit unions
will therefore have to absorb a $72.2 million
operating cost Increase the first year in
order to collect and deliver withheld taxes
to the federal government, This cost is over
and above current costs associated with 1099
reporting.
TABLE 5.—TOTAL CREDIT UNIo1 DIVIDENDS PAID

IN 1982

This table summarizes some of the major
quantitative estImates CUNA has made re-
garding withhold!ng at source as it applies
to all 23,000 credIt unions.

That Information can be used to define
the average impact of withholding on our 45
million members, and on our 23,000 credit
unions.

Average impact of withhokting per credit
union

CUNA estimates:
1st year startup costs (tables 1,

2) $72.7 million
Lost Interest at 8 percent

(table 6. column ') $27 mil-
lion

Ba-sea On 20,000
CU's

Subtotal .
Dividends withheld (liquidity

drain) (table 6, column 4) $314
million 15,700

Total average impact 20.650

TABLE 6.—EsTIMATE OF TREASUW RECEIP5

If withholding of 10 percent of the inter.
est and dividends earnthgs of Individuals be-
comes a reality the Treasury will be able to
earn interest on those withheld funds.

Our data in Table 6, adjusted for probable
individual exemptiois from withholding,
suggests that at a 8 percent rate, $27 million
dollars will be earned yearly by the Treas-
ury, based on 1981 credit union dividend
levels.

This is $27 millIon dollars in foregone in-
terest to credit union savers, and a $27 mil-
ion in credit union liquidity loss- This must
be added to the actual dollars removed from
credit unions tbrough 10 percent withhold-
irig $529 million (no exemptions) to $341
million (with anticipated exemptions).
Based on the foregoing figures, credit
unions and their members are about to
assume significant cost increases because a
minority of citizens do not pay their fair
share of taxes.

$3,600

1,350

4.950
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TABLE 7.—IMPACT OF START-UP COSTS ON

CREDIT UNION INCOME

Table 7 takes a look at the withholding
startup costs as a percentage of operating
expenses, net income and as a percentage f
individual earnings. This information is
broken down by asset category and note
should be made of the significant cost in-
creases withholding causes, especially for
smaller credit unions.

Is it necessary?
Are there other, more reasonable alterna-

tives?
Withholding of taxes on interest and divi-

dends, as a solution to the taxpayer compli-
ance problem, Is an expensive and labor in-
tensive operation for the majority of the
20,000 credit unions in this country. With-
holding is a matter of concern, inconve-
nience and complication for all taxpayers—
and particulary frustrating to a majority of
your constituents who honestly and fully
disclose and pay taxes on their interest and
dividend income.

Fairness arguments
Point 1

When the people don't pay their fair
share of taxes, the honest taxpayer bears
the burden. Honest taxpayers are now being
told they must shoulder a new government
burden because a few do not pay taxes.
Rather than focusing on tax evaders, the
Congress is requiring taxpayers to relin-
quish 10 percent of their interest and divi-
dend earnings to the federal government,
generally, at the moment any earnings are
credited to their accounts. More reasonable
approaches to gain tax compliance are avail-
able that will raise nearly the same revenue.

Point 2
Much, if not all, of these withheld interest

and dividend taxes will be returned because
IRS states that 75 percent of the taxpayers
overwithhold now and receive tax refunds.
Does it make sense to put individuals and fi-
nancial institutions through this process
only to return a substantial portion of it
later?

When taxpayers fail to pay their taxes or
pay less than they should, the government
charges them interest on the taxes that
they owe. Yet the new withholding law
forces taxpayers with interest and dividend
income to make an interest-free loan for
several months to the government whether
they owe taxes to Uncle Sam or not.
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Point 3

Sure. the withholding law exempts certain
people from the withholding requirement,
but implementing this system Will be com-
plicated, costly and confusing to credit
unions and members alike. The smaller the
cretht union, the more expensive it will be
to put the law into effect, as a percentage of
earnings.

The cost of implementing the withholding
program will, of necessity, be passed on to
savers and borrowers. This is especially true
for credit unions—non-profit, cooperative,
member-owned institutions. Figures sup-
plied by the Credit Unions National Associ-
ations' Economic and Research Division
reveal that the net cost will approach $76
million in the first year alone.

Point 4
At a time when federal tax policy Is trying

to encourage people to save more of their
money. withholding of taxes on interest and
dividends appears to be a puzzling deviation,
as savers and investors may be financing
some of their own tax cut next July.

On July 1, 1983 paychecks will be larger as
taxes on wages are reduced by 10 percent.
But, on that same day, 10 percent of the in-
teiest earned from savings and stock divi-
dends will begin flowing to the Treasury,
and the national savings and investment
pool will be depleted by some $28 billion
yearly.

Credit unions, which paid $5.29 billion in
dividends to members in 1981. will see a
$314 million drain in liquidity as a result of
withholding. Savings growth in credit
unions will thus be slowed by the loss of 10.
percent of the dividends.

Point 5
Besides withholding, TEFRA did a great

many things to tighten compliance not the
least of which was to get the Treasury to
begin reporting interest and dividends on
billions of U.S. Government obligations. All
of the compliance tightening positions in
TEFRA should be given a chance to work,
and evaluated before withholding should be
considered. We are not so far from a high
compliance level that abandoning the volun-
tary compliance system is warranted.

In October 1980, IRS Commissioner
Jerome Kurtz testified before a Congres-
sional subcommittee on the "IRS Adminis-
tration of the Tax Laws; (Income Informa-
tion Document Matchings)":

'Document matching for information re-
turns is done through the Information Re-
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turns Program (IRP). The purpose of this
program is to increase the Service's ability
to enforce the tax laws equitably and there-
by foster a high degree of voluntary compli-
ance. The goal of IRP is to identify income
reporting discrepancies or nonfiling of tax
returns, and to correct any such discrepan-
cies by collecting any additional tax or re-
funding any overpayment. IRP Is a high pri-
ority program which complements the Serv-
ice's other compliance programs."

Finally. I would like to discuss several as-
pects of the draft GAO report on our com-
puter capabilities for document matching.
The Services existing computer system is
adequate to accommodate a 100 percent doc
wnent matching program. We are now be-
ginning a 3-phased plan for replacing and
improving our computer capabilities. Our
new computer system will have the capabili-
ty for 100 percent matching even if there is
an annual rate of growth in workload of 8
percent. We believe this provides a suffi.
cient margin for both growth under existing
requirements and new programs that would
increase the number of docwnents re-
ceived.'

"The draft GAO report did conclude that
inefficient design of the Information returns
processing system and mismatches between
job requirements and computer resources
are limiting the productivity of the IRS
computers. Several IRS study groups have
analyzed these problems and made recom-
mendations for future actions. Changes are
now being made to implement some of'these
recommendations but we cannot immediate-
ly undertake the total redesign of the
system."

This statement leads CUNA to the conclu-
sion that IRS has the ability to do its Job
with some help, without creating a new fed-
eral bureaucratic system.

Make no mistake; credit unions, and all of
our members, welcome simple and just tax
laws whic1 ensure that all taxpayers pay
their fair share. But the withholding law
enacted last year will punish the honest ma-
jority of savers and their credit unions.

We stand ready to work with the Senate
Finance Committee, the Department of
Treasury and the IRS in arriving at interest
and dividend compliance improvement
measures that will more deliberately pre-
serve the goals of a fair, efficient and volun-
tary tax collection system.

Sincerely,

TABLE 1.—CREDIT UNION WITHHOLDING STARTUP COSTS

TABLE 2.—EST!MATE OF TOTAL STARTUP COSTS—

Continued

Asset Catep.ary (do!ais in o. ef CU's Total cost Total start
(I) (2) (3) 0 Category per CU up costs

1,160 $704.66 317.4 . (I)
1.590 743.71 l,82.5
3,610 1,262.55 4551.8 0.50 to t.O 3377

3,103 1,401.41 4,348.6 1.0 0 2.0 2,992

TABLE 2—ESTIMATE OF TOTAL STARTUP COSTS—

Continued

Asset categoiy (doflars in No, al Cu's Total cost Total stall
milhoiis) in categury p CU up costs

9,599.8 2.0 to 5.0 2,735 4,039.65 11,048.4
9,706.7 5.0 to 10.0 1.352 7,659.89 0,356 2

JAMES C. BARE, CAE.

Asset category (drs in milbons) Training
Ovefhead

Tetaj costs

. () (2) (3) (4) (5) (6)

0.0 te 0.05
._... 153 $100.60 $440.00 $10000 $6406 704.60.05 to 0.10

010 to 025 207

316
508
809

1.340
2.392
4116
8.278

17,172
31.614
67,951

136.10
207.77
334.01
531.92
881.05

1,572.74
3]0077
5,442.79

11,290.59
20,786.21
44,67778

440.00
440.00
440.00
440.00
440.00
440.00

10603Q
l,C6o.00
1,06000
1,350.00
1.740,00

100.00

500.00
500.00

15.0O
1,5fl0.00
1,500.00
250000
250000
2,500.00
5.000,00

67,61
114.78
127.40
370.79
423.16
526.91
999.12

1,350.42
1,227.59
4,070.43

743.71

1,262.55
1,401.41
2,842.71

3244.21
4,039.65
7659.89

10,353.21
17.07&]8
31,206.64

0.25 to 0.50
0.50 to 1.0
1.0 to 2.0

.

2.0 to 5.0
5.0 te 10.0
10.0 to 20.0
20.0 to 50.0
50.0 100.0
100.0+

TABLE 2.—ESTIMATE OF TOTAL STARTUP COSTS

?sSeI category (dollars in No. ol Cu's Total east Total start
mUiens) in category pec CU up cosrs

0.0 to 0.05
0.05 to 0.10
0.10 to 0.25
0.25 to 0.50

2842.71
3,24 4.2

(2) (3) (I), (2) (3)
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TABLE 2.—ESTIMATE OF TOTAL STARTUP COSTS— TABI.E 2.—ESTIMATE OF TOTAL STARTUP COSTS— TABI.E 2.—ESTIMATE OF TOTAL STARTUP COSTS—

Continued Continued Continued

Asset category (dollars in No. of CU's Total cost Total start Asset category (dollars in No. of Cu's Total cost Total start Assel cateory (dollars in No. of CU's Total cost Total start

millions) in categoty per CU up costs miftions) in category per CU up costs millions) in category per CU up costs

(I) (2) (3) (I) (2) (3) (I) (2) (3)

10.0 to 20.0 749 10353.21 7754.6 20.0 to Sfl.0 514 11078.18 8,118.2 500 to 100.0 162 31,206.64 5,0555
100.04- 56 59,130.45 3,311.3

Total 16,511 0

TABLE 3.—Estimated IndMdual Credit Union Earning on Investment of Dividends Withheld

Asset size (doftars in millions) Average dividends paid Average withholding Annual earnings per CU

(1) (2) (3)

0.0 to 0.050 $1011 $101.10 $4.03

0.050 to 0.100 3,283 328.30 1308

0.100 to 0.250 8,648 864,80 25.88

0.250 to 0.500 19,963 1,996.30 1968

0.500 to 1.0 38,315 3,831.50 31.78

1.0 to 2.0 82.908 8,290.80 81.74

2.0 to 5.0 192,411 19,241.10 189.11

5.0 to 10.0 458.186 45.818,60 301.S6

10.0 to 20.0 ,, 956.436 95,643.60 62861

20.0 to 50.0 2,226,118 222,611.80 1,453.23

50.0 to 100.0 5,215.909 521,59090 3,428.42

100.0+ 11,306,551 1,130.655.10 11,376.01

Source t union National Assodation, ln Economics and Research DMsiom

TABLE 4.—ESTIMATED TOTAL ANNUAL EARNINGS BY CREDIT UNIONS ON INVESTMENT OF DIVIDENDS WITHHELD

Asset size (dollars in mil!ions) No. of CU's in category Annual earnings per CU catkO sds)

(I) (2) (3)

0.0 to 0.05 1.160 $4.03 $461

0.05 to 0.10 1.590 13.08 20.80

0.10 to 0.25 3.610 25.88 93.43

0.25 to 0.50 3.103 19.68 61.01

0.50 to 1.0 3,311 31.18, 121.58

1.0 1*2.0 .. ...... 2.992 81.14 244.51

2.0 to 5.0 ., 2,135 189,11 518.86

5.0 to io.0.... 1352 301.56 407.71

10.0 to 20.0 149 62&61 410.87

20.0 to 50.D.,,.......... . 514 1463.23 152.10

50.0 to 100.0 — 162 3,428.42 555.40

100.0+ 56 11,316.01 637.06

Tots 3,894.12

TABI.E 5.—SUMMARY

Total dividends paid by aS unS in 1981

AxSmtien of
Total &videt to withheld at 10 rat as per TEFRA 529.9 mitlio

Of CU divkmth withheld, &,llars already fully repotiS to IRS (89 percent) 2 ., 411.1 million.

Of Qi dMdends withheld, podiT representing additional compliance obtained (11%) 2 assumes 100 percent coinphance 58.8 million.

Estimats wthhoWing start up sts, S float 123 mIlIosL

1 Assumes no withholding exemptions by credit union members.
2 Internal Reveeue Service figures, Report of the Committee on Finance on HR. 4961, July 12, 1382, p. 228.

Asswnpticns do not take into acunt alication of minimal interest and annual interest rule.
Sow: CSil union Nanceal Assoaation, Inc., Economks and Research DMsioo.

TABLE 6.—ESTIMATE OF TREASURY RECEIPTS

Treasury Earnags Balances Treasury Earnings
Adjusted

Tolal Adjusted Total dividends

dividends dividends . Total divideads times cash

Asset category withheld withheld
Total, djustd

dividend times casit flow

Idoflars in (douars in
dnilar

w ing
withheld flow adjustment

milhons) nrillians) miil&5 miiils (doIars in adjustment (doflars in
thcusands) (dollars in thousands)

thousands)

(I) (2) (3) (4) (5) (6) (1)

0.0 to 0.05 0.111 0.0 0.0 0.0 9.4 0.0 0.0

0.05 to 0.10 0.522 0.0 0.0 0.0 41.8 0.0 0.0

0.10 to 0.25 3.122 1.635 1.111 0.899 ' 249.8 137.4 ' 71.9

0.25 to 0.50 6.195 3.245 3.401 1.185 495.6 212.6 1428
0.50 to 1.0 12.939 6.771 7.116 3.121 1,035.1 569.3 2982
1.0 to 2.0 24.206 20.409 13.643 11.225 1,984.5 1,091.4 898.0

2.0 to 5.0 52.626 43.298 28.944 . 23.814 4,210.1 2,315.5 1.9051

5.0 to 10.0 62,028 51.034 52.724 43.319 4,962.2 4,217.9 3,410.9

10.0 to 20.0 71.637 58.940 60.891 50.099 5,731.0 4.811,3 4,0013
20.0 to 50.0 114.422 94.141 97.259 8 020 9153.2 1.1801 6,401.6

50.0 to 100.0 84.493 69.521 11.823 59,093 6,159.8 5,145.8 4,127.4

100.0÷ 96.911 19.739 82.379 61.118 1,753.4 6,590.3 5,422.2

Total 529.829 423.139 419.903 341.819 42,385.9 33,592.2 27,345.4

• Average withholding [table 3, ccl. (2)1 times number of cedit unions ir category [table 2. ccl. (1)1.
2 The credit union has approximate 46 percent of funds in accounts of less than $2000. We assume that credit unions with ess than $1 million in assets who are using a papec based reporting system would choose to exempt These

accounts on the basis of annual dividends being less than $150. We also assume one-third of larger asset sized credit unions also would exempt these accounts. For credit unions with assets ot less than $100,000 the Treasury would receive no
money during the year since annuat withholding is less than $500. For uedit unions with assets between $100,000 and $5 mifflon. the nature of cash flow is such that Treasury w&uld have an average of 55 percent of dividends withheld to earn

on throughout the year. F crett unions with assets above $5 mililon, the Treasury cash hew would approximate 85 rcent of dividends withheld, in addition 3 percent of member deposits will assumed to quality For an exemption.

Note: 1mm the data found rn Table 6, we can estimate that the earnings available to the Treasury from the ear receipt of credit union withhclding would total $21.3 million when adjustments are made to the expected withhotdng. lot
aSit unions with assets of under $1 miHion (12,840 credit unions) Treasury earnings would total $512,900. [The estimate would be $183 million if Teasury were assumed to receive the unadjusted withholding at the beginning of the year.]



March 21, 1983
DyINIrioNs/CoMPuTATToNS FOR

WLTHHOLDING TABLES

TABLE 1

(1) Avg. Members—average number of
members per credit union in the asset cate
gory (Source: NCUA Annual Report)

(2) Member Contract—assumes that all
members receive a mailing from the credit
union; 5% of members request additional in-
formation either by lette' or telephone; 3%
of members file an exemption; and 1% of
members require help in filing for exemp-
tion.

(3) Training Costs—costs associated with
obtaining the information necessary to
comply with the regulations and transmit-
ting the information to the staff who must
implement the program. Each credit unpn
is assumed to send at least one person to a
league training program. The number of
persons who must be trained increazes as
the asset size of the credit union increases.

(4) System Preparation—costs associated
with preparing the credit unionz' account-

(1) No. of CU5 in Category—the number of
credit unions in the asset category. (Source:
CUNA Economics & Research)

(2) Total Costs per CU—from Column (6),
Table 1

(3) Total Start Up Costs—product of (1)
times (2)

IA8LE 7.—IMPACT OF STARTUP COSTS ON CREDIT UNION INCOME, ABIU1Y TO ADD TO RESERVES

IDoHar amornts in milkons]

Asset cate St i Start up
as

Percent
opertffig

P
ojeratig
expenses

Percent to
uTldMded

Ceditunn-J Net inne Tcansterso

0 to $0.05
$0.05 to 80.10 —

$0.10 to $0.25

$704.66
743 71

1.26255
1401.11
2,742.71
324421
4039.65
7659.89

10353.21
17.07818
31.20664
59t30.45

24.29
9.13
7.01
3.28
3.34
1.89
1.06
.88
.60
.46
.38
.23

40.43
17.90
13.34

7.07
7.57
4.51
2.81
2.41
1.73
1.36
1.26
1.04

51.17
. . 23.63

19.10
10.71
12.00

7.48
4.67
4.01
2.89
2.29
2.01
1.70

60.75
18.62
12.56

6.13
6.00
3.24
1.70
1.39
.93
.69
.55
.29

32473
112.12
93.66
43.43
45.29
29.40
14.18
13.81
11.25
11.55
10.78
.4O

82,901
147

18021
42676
84954

171895
381589
69446

1,178234
3.720,769
8141506

25976.923

$1,743
4,155
9461

19812
37544
71,908

143,194
318,209
599,595

,26O213
2475,278
5681,128

81377
3145
6,611

13021
22686
43355
86582

190971
358,292
744410

1504,253
345a,923

81,160
3,991

10,050
22,864
47410
99986

237614
551.238

1118,636
2460056
5666215

20,295794

$217
69

1,348
3227
6277

11033
28.494
55.476
91993

147,891
289611
924,006

80.25 to 80.50
80.50 to 81
$1 to $2
$2 to $5
$5 to $10
$10 to $20
$20 to $50
$50 to $100
8100 pIus

Surc NCUA annual rpofl; CUNA Economics ad Reearcb Division. . .

Mr. DOLE. I thank the distm-
guished Senator from Montana for
what I consider to be an objective dis-
cussion of this matter, one of the few I
have heard recently. I commend . the
Senator from Montana for his
thoughtful approach to this whole
issue. Again, it is a matter that has to
be debated at great length. I am pre-
pared to do that if necessary.

Mr. President, I know the distm-
guished Senator from West Virginia
would like to speak on an unrelated
matter. I wonder if I might ask unani-
mous consent to yield to the Senator
from West Virginia for that purpose
without losing my right to the floor or
recognition.

The PRESIDING OFFICER. Is
there objection? Without objection, it
is so ordered.

The Senator from West Virignia.
Mr. RANDOLPH. Mr. President, I

will be speaking on social security. I
will drop back 48 years and give, I
think, some interesting comments
about the measure passed at that
time. I am the only Member of the
Congress serving today who was here
in 1935. I supported the measure and,

of course, voted for it as a Member of
the House of Representatives.

I am very grateful to the Senator
from Kansas (Mr. Dou9 for permit-
ting me to step back for almost a hail
century, not just to be nostalgic, but
to give some of the reasons why social
security came to passage almost a half
century ago.

I am very grateful also to the man-
ager of the bill on the Democratic
side, the Senator from Louisiana (Mr.
LONG) for the type of consideration
being given this important legislation
over considerble time here in the
Senate.

I have listened, of course, with a
process of learning—I am always
trying to learn—to the able Senator
from Montana (Mr. MEI.CHER), who
has been talking on a specific subject
related to the possible inclusion of an
amendment relating to withholding on
interest and dividends during the con-
sideration of this measure.

The social security program, Mr.
President, does have a special signifi
cance for me because it was my privi-
lege—yes, it was my responsibility—as
a Member of the House of Representa-
tives of the United States to actively

support and to vote for the original
legislation 48 years ago this April. I
point out the date, August, 14, 1935,
when Franklin Roosevelt signed this
monumental bill, a breakthrough bill,
into law.

I recall very vividly on April 19, 1935,
when the House, after a long, arduous,
ofttimes very spirited 8-day debate, ap-
proved the social security package by a
vote of 372 to 33.

The Senate, on June 19, passed the
measure by an impressive vote of 77 to
6.

At that signing of the bill on August
14, 1935, there were certain words
spoken by the President of this Re.
public. I quote these words from
Franklin Roosevelt. He said:

We can never insure 100 percent of the
population against 100 percent of the haz.
ards and vicissitudes of life, but we have
tried to frame a law—

Said the then President thinking in
terms of the Congress—
which will give some measure of protection
to the average citizen and his family *
against poverty-ridden old age.

Mr. President, I believe the program
has been extremely successful during
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ing/data processing system to comply with TABLE 2

the new regulations. Costs are relatively low (1) Avg. Dividends Paid—the dollar divi-
f or relatively small asset sized credit unions dends paid by each credit union in the asset
who are likely to use a hand-posting system. . category in 1981 (Source: NCUA Annual
It is assumed that the costs of preparing Report)
in-house system would be similar to charges (2) Average Withholding—assumed to beimposed by service bureaus. 10% of average dividends paid with no

(5) Overhead—assumed to be 10% of other memt)er exemptions.
costs for credit unions with assets of less (3) Annual Earnings per CU—is based onthan $1 million and 15% of other costs for an effective annual interest rate of 8%.larger asset sized credit unions. Includes Credit unions are assumed to hold withheldprinting costs and cost of space, manage- dividends until $500 Is accumulated. Oncement time, etc. $500 is accumulated, the credit union would(6) Total Costs per CU—the sum of (2), forward the money to the Treasury within
(3), (4) and (5) 15 days of the end of the month following

TABLE 2 its accumulation. Once $3,000 is accumulat
ed, the eight month rule Is assumed to be in
operation.

TABLE 4

(1) No. of CU5 In Category—same as
Coluxnn (1), Table 2

(2) Annual Earnings per CU—from
Column (3), Table 3

(3) Total Earnings for Category—product
of (1) tImes (2)
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the years. I think it is an example of a
Government program that has worked
and fulfilled its original promise.

From a simple premise of assuring
our citizens that old age would be free
of financial anxiety to a complex pro-
gram of this very hour that provides
tens of millions of Americans with
monthly retirement checks as well as
health care. Approximately 36 million
Americans are now receiving, as we
know, monthly checks.

Mr. President, I recall for our col-
leagues a statement I made on April
15, 1935, durIng the debate which per-
haps is pertinent as I speak today:

We have passed through the worst, and
we now have it behind us; but there are mU-
ions of worthy older people In this country
who now and In the future will face a real
cause of fear a hundred times greater than
the fear of depressed business.

Ingratitude Is among the more reprehensi-
ble of human vices!

Let us not be ungrateful for our delivery
from the fear of poverty, and let us demon•
strate our gratitude for this blessing by
helping to provide protection to those who
are not In position to provide it for them-
selves.

It Is a great blessing to possess riches, but
it Is a greater blesng to possess, also, a
heart that is willing to use riches In behalf
of those who are helpless.

Mr. President, In 1935 oneth1rd of
all elderly Americans were impover-
ished. Let us not forget that fact.
People do not like to look back and
talk about the situation then. There
are some parallels even today. Let us
think of today.

Today, less than 15 percent have
poverty-level Incomes. The social secu-
rity program has proved that America
can, at times, be at its best helping
others to help themselves. Since the
inception of social security, many sig-
nificant changes have reshaped Amer-
ica and the program. I quote now from
President Jefferson, who said:

As new discoveries are made, new truths
discovered and opinions change with the
change of circumstances, Institutions must
advance also, and keep pace with the times.

Mr. President, the social security
program has been expanded through
13 expansionary laws and seven auto-
matic benefit increases since 1935. In
the beginning—I think this is an Im-
portant fact to state—men dominated
the work force. Now, almost half our
work force is women. There was a dif-
ference then in the work force from
the work force now.

In the beginning, there was no Fed-
eral minimum wage. It was thought
that if we enacted social security, we
could partially replace earnings lost
through retirement or death.

AG the time of the passage of this
legislation in 1935, only 5 out of 10
jobs in America were eligible for bene-
fits at age 65. Today 9 out of 10 jobs
are included in social security.

In 1940, there were 16 workers sup-
pofting each beneficiary. Today, as I
speak, there are 3 workers to every 11
who is a recipient.

There has been a lifespan increase
of 20 percent over the last 40 years.
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All of this leads to a present rather
complex, confused, and troubled situa-
tion. Congress is reacting to the prob-
lems, frankly, and that is understanda-
ble, of this system. We need to provide
and we will provide a strong answer to
the financing concerns of not only the
present but the future. I have no
doubt that the membership of Con-
gress, regardless of party, regardless of
the occupant of the White House, that
all of us working on Capitol Hill and
downtown can plan for social secu-
rity—that, in fact, we may clarify
many of the situations which are very,
very troublesome at this hour.

Mr. President, what we are doing
today will go a long way toward cor-
recting the present financing of the
program. There is much remaining to
do. I know Senator DOLE and Senator
LONG, the two managers of this impor-
tant legislation, are in a position to Im-
prove and can improve it, with their
expert handling of measures of this
kind over the years. I think that Con
gress will not renege on its basic prom-
ise of 48 years ago. Changes, yes, will
be made. Provisions will be modified.

Mr. President, I am gratified to have
voted for the original legislation. I be-
lieve that it has served the country
well. I am sure that out of the work on
Capitol Hill now, In both bodies, we
shall be able to make necessary Im-
provements. I think, however, we have
to come to grips with the financing
changes which are necessary in the
bifi that is before us. We cannot pass
them by.

The package that will come out, I
say to the managers of the bill, will
not be a perfect package. The compro-
mises have already been made, in part,
and on subsequent votes will, perhaps,
be further made. I am not encouraging
my colleagues one way or another on a
pending amendment or amendments. i
am only saying that, in my opinion, it
is absolutely necessary for the Con-
gress to pass a measure coping with
the problems of social security as it
exists today and that the President of
the United States be in a position to
sign the measure that comes to him
from Capitol Hill.

Mr. DOLE. Mr. President, I thank
the distinguished senior Senator from
West Virginia (Mr. RANDOLPH). I think
it is remarkable that he is standing
here today, reciting personal experi-
ence with reference to the first Social
Security Act. It is another Indication
of the Senator's commitment and dedi-
cation.

I advise the Senator that we are
going to do our best to keep our com-
mitment, without getting into the
merits or demerits of the pending
amendment, as the Senator from West
Virginia stated. I deeply appreciate
the Senator's statement. It should
demonstrate to all of us the serious-
ness of what we are about and what
we should do—hopefully before this
coming Friday.

I thank the Senator very much for
his eloquence.
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Mr. RANDOLPH. I thank the distin-

guished Senator from Kansas.
Mr. MOYNIHAN addressed the

Chair.
The PRESIDING OFFICER. The

Senator from Kansas has the floor.
Mr. DOLE. I am happy to yield to

the Senator from New York.
Mr. MOYNIHAN. I thank the Sena-

tor.
Mr. President, I, too, should like to

join in expressing the gratitude of this
body and, if we can be surrogates of
the people we represent, of the people
of the United States for the role the
Senator from West Virginia (Mr. RAIi-
D0LPH) played in enactment of this leg-
islation and that he plays in its preser-
vation today. Fifty years ago, almost,
he helped enact it. Today, he has
spoken to the urgency of the legisla-
tion before us.

Mr. President, there are not a great
many Members of the Senate in the
Chamber. Some will be listening on
our radio system. I should like to call
attention, if I may, to the urgency
here, first having said, as I said some
weeks ago, I guess, In the jobs bills,
that I am committed—it is a commit-
ment from last year—to vote against
the repeal of withholding as it is
called. I voted against it in committee
1 year ago; I voted against it on the
floor. It is a matter of concern to the
savings Institutions of New York, but
the commitment I made I shall keep.
But we now have a time on which it
can be kept. Whether it will prevail or
not, I do not know, but April 15 is set-
tled for that debate to begin.

What I would like to call to the at-
tention of the Senate is a detail, one
might say, of the arrangements that
have been put in place to do what the
Senator from West Virginia has said,
which is to preserve the social security
System and to try to make clear how
precarious they are.

It is not just that so many different
groups have had to make concessions
which they have not wanted to do but
did in the public interest as they
Judged, but with the understanding
that others would make concessions
and if any try to withdraw, the whole
is risked, but there is a matter of time.
Senators know that the authority for
Interfund borrowing expired on De-
cember 31. Prior to that date, the
trustees borrowed enough funds to
bring the system through July 1. The
first actual change in outgo in this
system takes place in effect on July 1,
July 2, or July 3, when the checks go
out. That Is when the 37 million
checks—36.4; it changes hourly—go
out. The provisions of the bill provide
for a 6-month delay in the cost-of-
living allowances from July 1.

That delay is necessary because the
funds will not be there to meet the ob-
ligations otherwise.

In terms of the enormous task in-
volved In the Social Security Adminis-
tration adjusting the retirement bene-
fits of 36 million-plus Americans. the
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absolute last minute they can have
this statute on the books such that
they have the authority to make the
changes is May 7.

We are recessing this week. We will
come back on Apr11 5. There are 4
short weeks, as I count them, during
that 28-29 days in which this legisla-
tion has to become statute. If any-
thing lets it slip by today or, at the
very most, noon tomorrow, prospects
of getting a conference with the
House, of getting a final bill—it is a
large bill; it is not as long as many, but
it is a bill filled with details, not just
dealing with social security—-and get-
ting it to the President, who now ex-
pects to sign the legislation as it has
passed the House and comes out of the
Finance Committee, that is, nonethe-
less, fraught with the kinds of delays
that are natural to the legislative
process—if we delay by an extended
debate on any extraneous issue, we are
putting in peril this entire enterprise.

I do not want to exaggerate, but I do
not think what has been done here
can be done a second time. Already the
strains on the alliances are showing,
and to give up that opportunity to
show that we can govern, that what
we have created we can preserve,
seems to me reckless and not in the
public interest. In order that I not
urge that we speed along, it seems to
me I ought not to talk at too great
length myself, but I wanted to make
clear that we have a deadilne and 're
can meet it, but we are beginning to
fritter away that opportunity.

I hope Senators will understand
what could be the consequences. It
would be ruinous of our reputation
and it would be detrimental to the sta-
bility of our people, and their confi-
dence in us would be gone.

Mr. DOLE. Mr. President, I thank
the distinguished Senator from New
York. I certainly share the views ex-
pressed by the Senator.

We have agreed on a date to debate
withholding. It is difficult to be re-
strained in talking about this lobbying
campaign by the ABA, particularly
when you read yesterday's Washing-
ton Post. I hope we can finally deter-
mine the full truth of how this cam-
paign originated and how they picked
those who were engaged in this cam-paig. ut I understand that the
American Bankers Association—
borro'ed a technique commonly used by
marketing departments and conducted
"focus-group" sessions with customers.

They discovered that once people were
made aware of the new law they were "af-
fronted by it. That., the lobbyists admit, is
just what they were hoping to discover.

Thea they took that latent anger and
rnoded it into an outpouring of public
wrath that buried Congress beneath a
mountain of mail, gummed up the floor of
the Senate for a week, generated a flash of
temper from President Reagan and pro-
voked threats of retaliation from Treasury
Secretary Donald T. Regan and Senate Fi-
nance Comtiittee Chairman Robert J. Dole.

The Whoie effort also touched off an argu-
rnent over what the boundaries of fair play
are when an interest greup sets out to mobi-

lize—critics would say inflame—public opin-
ion.

This is how they did it:
In the focus.group sessions in Chicago,

put together by the American Bankers Asso-
ciation diverse people were assembled
around a table and probed for their atti-
tudes toward government, taxes, savings
and banks. They were paid $25 apiece for 90
minutes of their time and thoughts. They
were not told who paid the.

We want them to tell what come out
of the focus groups. What we do not
have—and I hope that somebody will
now tell us—is what these people were
told. We have been saying for days on
this floor that this was an underhand-
ed campaign—

Mr. MELCHER. Will the Senator
yield?

Mr. DOLE. Later, because I want to
keep my thoughts here—that this was
an underhanded, heavyhanded cam-
paign by the American Bankers Asso-
ciation. I hope that we will now have
from the American Bankers Associ-
ation, whoever might have conducted
this" focus group," where you put
people in a room and you use two-way
mirrors to get their reaction, what
questions they were asked about with-
holding, what they were told about
withholding. I just assume from the
ads that I have read from the Ameri-
can Bankers Association they were
probably told it was a new tax. That is
what the credit unions told everybody:
'We are against this withholding tax."
People were told by the American
Bankers Association that we were
going to loot the savings accounts of
their depositors, we were going to pick
the pockets of their customers, and
that their savings were going to disap-
pear.

And now the truth is starting to
come out. That is why this Senator be-
lieves this deserves a long discussion.

I did not realize that they had really
gone quite that far, using a two-way
mirror system to probe and to feed
people propaganda, and then get the
proper answer, decide what to put in
their advertisement and then flood
this country with ads and the Con-
gress with mail.

Now, I will say, to his credit that the
Senator from Montana said very clear-
ly "This is not a new tax." It is not a
new tax, but I must say that I begin to
wonder just how far the banks may
have gone because today I received a
letter• from a man in Chicago. Of
course, I guess that Is where all these
shenanigans started. But he said, "At-
tached is a copy of a letter to Con-
gressman SIDNEY YATES which I
thought might be of interest to you."
This is addressed to Congressman
YATES, a good friend of mine on the
House side who happens to be a promi-
nent Democrat.

He said:
DEAR CONGRESSMAN YATEs; This week I re-

ceived a card frni you acknowledging re-
ceipt of a letter from me opposing the with-
holding of 10 percent of interest and divi-
dend income.
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You may have such a letter beanng my

name and address but let me assure you
that neither my wife nor I wrote or sent it.
Does this not lend credence to Senator
Dole's contention that the purported mas-
sive public opposition to this measure is not
truly public but a strong initiative on the
part of service rnterests, such as the bank.
ing lobby?

That is only one letter, but I am
wondering how many thousands of let-
ters have been mailed to Senators
saying that they have been signed by
some of our constituents. This was an-
other part of the bankers' heavyhand-
ed campaign to mail in fictitious let-
ters, or take the list of their depositors
and flood us with mail and say, "All
these people are opposed to withhold.
ing."

To me, I think it Is disgraceful. Here
we are, having just passed the jobs
bill—we have not even finished it yet—
and the social security bill should have
been finished last week, had it not
been for the American Bankers Associ-
ation gearing up the Senate and trying
to repeal withholding.

The so-called Easter recess starts on
Friday or Thursday of this week, and
now we have another effort. I assume
the American Bankers Association is
geared up again because now they
have the old people hostage. Now they
want them to wait while they tie up
the Senate.

The social security system is about
to go bankrupt. We are taiking about
$165 billion that we need to infuse into
this system in the next several years.

But some seem to be saying, oh, no,
we cannot do that. We cannot worry
about the senior citizens in America.
We first have to take care of the
American Bankers Association and
their interests. They almost beat the
bill to relieve the homeless and the
jobless, and now they are after relief
for the senior citizens. I wonder to
what lengths the American Bankers
Association; yes, the Savings and Loan
League; yes, the cretht unions, will go.

We set a time for debate on with-
holding, April 15, and we said we will
have a full and complete debate. I
thought they would be satisfied with
that. But it seems to me that there is
no way to satisfy the American Bank-
ers Association lobby.

I wonder how long some of the bank-
ers in my State and other States will
put up with this kind of campaign
The American Bankers Association po-
sition does not reflect the view of the
bankers in my State or in the State of
Montana, This is a shameful cam-
paign, carried on in an unfair way, by
a lobbying group known as the Ameri-
can Bankers Association.

I thought it was rather interesting
that Time magazine, on this week's
cover, should have highlighted "Tax
Cheating—Bad and Gettthg Worse."
That is what we are suggesting is the
problem.

Does somebody want to stand up and
support tax cheating? It is said, How
are we gcng to pay for eliminating
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withholding? We will take it away
from the third year of the tax cut,
take it away from the working people
instead of those who are paying their
taxes."

If we have to debate withholding on
social security, we will debate with-
holding on social security.

I will suggest later that we table this
amendment and get on, because I
share the view of the Senator from
New York. There are a lot of other
things to concern us around here
rather than a mall campaign that has
many Senators quaking in their boots.
I believe that once we have the full
story of how this campaign was start-
ed and generated and how it was sus-
tained, many Senators who now have
the pro-bank position will suggest that
maybe you cannot really support a
canipaign of that kind.

A lot of my friends say, "Bob, you
can't take on the bankers." The Sena-
tor from Kansas is not taking on
anyone. The Senator from Kansas is
supporting the President of the
United States, who in hIs 1983 budget
said we shou'd have better collection
of taxes so that the system is fair. It is
not a new tax. It is a collection of tax.

There are 20 million Americans who
do not report all their interest and
dividend income. That is a substantial
number. I do not suggest for one
moment that it is because they are dis-
honest. Much of it is inadvertent and
honest mistakes. But what is wrong
with collecting taxes that are due? I
think that is the issue.

There was another story that ap-
peared in the Washington Post this
morning by Jane Bryant Quinn cap-
tioned "The Truth About Withhold-
ing, Minus Tall Tales From Banks,"
which I ask unanimous consent to
have printed in the RECORD.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

Tn Thum ABoUT WITHHOLDING, MINUs
TAU. TAus FROM BKs

NEw Yoiiz.—You may have been misled
by the widespread dsinIormation campaign
that the banking Industry is conducting
against the new tax withholding system on
interest and dividend Income.

Big headlines In ads are scaring savers, by
saying that "Congress wants a piece of your
savings," or that "10 percent of the money
you earn in interest is going to disappear."

Those headlines mean only that most
Americans owe taxes on their interest
mcome, and the government will be trying
harder to collect the legal taxes due. But
the ads have frightened many savers, espe-
cially the elderly, into thinking that the
government is grabbing something extra.
Even President Reagan criticized the bank-
ing industry last week for the sound and
fury of its campaign.

Congress created the new tax-collecting
system during its desperate search for rev-
enues last summer, when it became appar-
ent that the budget deficits were getting
much worse. An estimated 10 percent of the
people who owe taxes on their interest
income don't pay—either because they
cheat or because they forget. Taxes are also
evaded by an estimated 18 percent of the
people who earn dividends.
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The most efficient way to collect income

taxes is to withhold them automatically at
the source. That is what's done for the
taxes due on wages; they are deducted from
every paycheck you get. Automatic tax
withholding on pensions and annuities
began this year. And starting July 1, there
will be automatic withholding on the
income you earn from your savings.

Banks, savings and loan associations and
credit unions have been trying to repeal this
new law. They stacked protest postcards on
their counters, and urged their customers to
mall them to congressmen and senators.
Some of the banks collected signatures and
mailed the cards themselves. Some provided
stamps. Altogether, they generated more
mail on a single Issue than most legislators
can remember. Cards have been pouring
into the Senate Finance Committee at the
rate of 30,000 a week.

The banking Institutions object to the
cost of tax withholding, which will be paid
either by their customers (in higher fees) or
by their shareholders (in lower profits).

A majority in the Senate and House of
Representatives now backs a bill to repeal
tax withholding on interest and dividends.
But the leadership of both Rouses opposes
repeal, as does the public official with the
biggest vote of an. Reagan announced last
week that he would veto the jobs bill if it
came to him with a rider repealing interest
and dividend withholding. (The Senate fi-
nafly passed the jobs bill Thursday after the
withholding amendment's sponsor was per-
suaded to withdraw in return for its consid-
eration On the floor April 15.] The govern.
ment estimates that automatic tax with-
holding will pick up an extra $4 billion to $5
billion in taxes next year.

To straighten out the disinformation you
have been getting, here is whats scheduled
to happen July 1:

Ten percent of your interest and dividend
income will be withheld toward your income
taxes due. This is not a new tax. It is simply
a new way of collecting the present tax.

The government is not withholding 10
percent of your total savings, as some•
people believe. It is withholding 10 percent
of the interest earned on your savings
which, for most taxpayers, is less than the
actual tax due.

When taxes are withheld monthly from
your savings account, you will have a little
less money earning compound interest. The
banks have been making a great deal of this,
claiming that the government is "looting"
your savings. But the cost is small. At 9 per-
cent interest, tax withholding will cost you
50 cents a year on each $1,000 in savings.
And you need not even lose that. Banks are
allowed to withhold taxes all at once, at the
end of the year, which would leave all your
money free to compound all year.

All low-income people and most of the el-
derly can exempt themselves from tax with-
holding. You are exempt if you paid no
more than $600 in federal income taxes last
year ($1,000 on a joint return); or if you are
65 or older and paid no more than $1,500 In
federal taxes last year ($2,500 on a joint
return). The Treasury estimates that 87 per-
cent of the elderly will not be subject to tax
withholding.

But to get your exemption, you must file a
new withholding form (Form W-6) with the
companies that pay you dividends and with
each banking Institution where you keep in-
terest-paying accounts. That won't be hard.
When July 1 rolls around, there will be
plenty of Information about where those
forms can be found.

Mr. DOLE. Mr. President, I think
that once the people understand that
this is not a new tax, they are going to
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support what we are trying to do. Does
anyone want to stand on this floor and
say that you shou'd not pay your
taxes; that we are going to make cer
tam you do not pay your taxes; that
we have to make up for what you do
not pay, so we are going to take it
away from the working people?

The Senator from Kansas had a
note last Friday from Mortimer
Caplin, the IRS Commissioner under
President Kennedy. Among other
things, he thought we were doing the
right thing. However, he said:

Withholding is the backbone of our self-
assessment system and represents almost
half of what the IRS collected in 1982. Yet
it has been under frequent attack through-
out our tax history. At the same time, its
soundness has been proven by the long ex-
perience both in England and in this coun-
try dating back to the 19th Century. It is
hard to conceive of a Sound income tax
system that does not have the backing of a
reasonable withholding procedure.

Tax withholding on dividends and interest
was first introduced in the United States by
the Revenue Act of July 1, 1862. It applied
at an initial 3 percent rate to interest and
dividends paid by all railroads, banks, trust
companies, fire, marine, life inland, stock
and mutual companies. In 1864, the with•
holding rate was increased from 3 percent to
5 percent and was extended to include inter-
est and dividends of canal, turnpike and
canal navigation companies. Only the sala-
ries of government employees were also sub-
ject to withholding during the period, as it
evidently was regarded as too difficult to
extend withholding to the salaries of out-
side employees. In short, withholding on
dividends and interest was workable, buV
withholding on salaries of non-governmen-
tal employees was not.

I have a very extensive history of
what happened from 1862 to 19B2, 100
years, when we have had withholding
in this country. It Is not just in this
country. Other countries have tried
withholding successfully. In Belgium,
they have a withholding rate on inter-
est and dividends of 20 percent; in
France, 10 percent; in Germany, 25.
percent on corporate bonds and divi-
dends. We do not have the informa-
tion for Italy. In Japan, it is 20 per-
cent on interest and dividend. We do
not have the precise percentage in the
United Kingdom.

It seems to this Senator, to the
President of the United States, to the
Speaker of the House of Representa-
tives, and the chairman of the House
Ways and Means Committee that we
should take a very careful look at
withholding. This Senator believes he
has an obligation to do so. I cannot
expect my colleagues on the House
side to defend withholding if we are
not willing to defend withholding on
this side.

If there Is some reason why it is not
defensible, or If the President suggests
we are going to drop withholding, that
we are getting too much heat from the
bankers, or if the Senator from Mon-
tana can agree that the bankers will
start withholding on June 1, 1984,
then maybe we will have something to
discuss. But until that happens, I
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think all we can do is discuss withhold-
ing.

It would be a budget loss. The
amendment is subject to a point of
order under the Budget Act, because
the loss n 1983 is $1.1 billion, and in
1984 it would be about $0.3 billion. So
there LS a point of order t.o be ma1e
under the Budget Act.

I know there has been a big question
about who is going to be first. There
have been meetings on the Republican
side of the aisle today, the Steering
Committee, trying to find who is going
to offer the first withholding amend-
ment. The Senator from Kansas
knows that it is popular politically and
that you will get a lot of fan mail if
you repeal or delay withholding. But
that does not mean it is the right
thing to do.

The Senator from Kansas is fairly
sensible and reasonable, but I really
believe there is going to be revulsion
in the Senate when we finally learn
how fti campaign was put together
and how it has been sustained.

Mr. MELCHER. Mr. President, will
the Senator yield?

Mr. DOLE. I will yield for a ques-
tion.

Mr. MELCHER. The Senator has
asked how the campaign was put to-
gether. r wonder if he would mind my
stating—bef ore I ask my question—
that in the case of one taxpayer, who
happens to be the wife of the afde who
sits in this chair—he is out for a cup of
coffee right now—who is a school-
teacher, she received this form, notice
662-A, to which the Senator from
Kansas referred, last week I believe,
from the Treasury Department.

This is a form that goes out with
every tax refund that is being mailed
right now. It say, "Attention, recipi-
ents of interest and dividends. New
withholding program begins July 1."

So far as that individual taxpayer is
concerned—the wife of my aide, who is
a schoolteacher—that was the first she
heard of It. The first thing she did was
buttonhole my aide when he got home
that night, and she said to him:

Have you seen this notice? Now do you
know what they are going to do to us? They
are going to start withholding tax on Inter-
est and dividends. Why do you nQt say
something to Senator MELCH.ER, to see
whether he can do something about that, to
block it?

I daresay that millions of other tax-
payers are going to find out about this
withholding to become effective July 1
from the explanation mailed to them
either with their refund checks or, as
the Seiator from Kansas pointed out
several days ago, in the 36 million
checks which are going to be mailed
out to social security recipients on
April 1. They are going to learn of it
for sure.

Can the Senator tell me does not. the
reaction of this schoolteacher wife of
my aide, just learning of it through
the Treasury Department, by receiv-
ing thLs form from the Treasury De-
partment with the refund check point
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out that there are a lot of people who
are completely unaware of it and
whatever this big campaign has been
by the banks they do not necessarily
get the word out? Is it not apparent
that the !RS is doing their duty? They
are now getting the word out. Would it
not also be fair to say that a great
number of taxpayers are going to have
the same reaction as that schoolteach-
er did who objects to it?

Mr. DOLE. Mr. President,. if the Sen
ator will permit me to answer the
question, I cannot believe the school-
teacher did not know it beforehand if
she teaches in this area because it has
been rather widely reported and the
banking lobby has not missed many. I
do not know if they have been into the
schools but they have been every-
where else. I am certain if she had an
account she has gotten a notice in the
bank account. If you walk into the
bank you are hit with one of these
forms to fill out.

But I would also assume they with-
hold from her check, if she has with-
holding on her wages as. asehoolteach-
er, and I do not know' whether she is
objecting to that also, but that is an-
other matter.

Mr. MELCHER addressed the Chair.
Mr. DOLE. I am not going to yiefd

for more questions.
Mr. MELCHER. r think that is the

point. I think the point of fUrther
withholding is what she is objecting
to.

Mr. DOLE. The point the Senator
from Kansas makes is why should we
withhold from the working people on
wages and salaries?

Mr. MELCHER. She is working.
These are working people.

Mr. DOLE. I said why should we.
Mr. MELCHER. I am giving the Sen-

ator a fair reaction. I am giving him a
fair reaction of a taxpayer.

Mr. DOLE. If the Senator wants to
broaden the amendment and change
withholding on wages and salaries, we
might be able to do business. I do not
know why he wants to favor the rich
and keep zapping the working people.

Mr. MELCHER. This is not the rich.
Mr. DOLE. If we are going to have

withholding we should have withhold-
ing. If we are going to have special ex-
emptions because the banks are pow-
erful, the savings and loans are power-
ful, and the credit unions are power-
ful, we should have the exemptions
for the working people, the people out
there working with their hands every
day.

We have had withholding. With-
holding has been around for a long,
long time, and I know a lot of working
people who would like it if we did not
take it out of their checks every 2
weeks. They could put that aside and
earn interest on it and do it the next 2
weeks, the next 2 weeks, the next 2
weeks. At the end of the year next
April they could pay their taxes.

The banks are arguing that we are
not letting people keep money there
for investments.
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What about the millions and mil-
lions of working people who should
have the same right?

I wish to say again, just to include in
the RECORD a few editorials—here is
one from the St.. Petersburg Times:
"Baloney from Banks," which I
thought made a lot of sense. It talks
about thia canpaIgn and how they
give yau a litUe example here.

It has been 40 years since TJnce Sam
started takIig h1 piece of every pay check.
ad fairiiess beenthe guLdethat'&how long
income taxes would have been withheld
from bank rnterest and stock dividends also.
Rowever money is earned,, it ought to be
treated alike.

It takes nmre than fairness, unfortunate-
ly, to make Washington tick; In this case, it
took the lengthening shadows of $200-bil-
lion budget deficits. The' reforms that Con.
gress passed last year, when tally effective.
will mean some $4-i1jUen a year in new reve-
nue—uear1 all of It representing taxes that
are presenily being evaded by people who
"forget" their dividend and Interest income
when filing their L040's.

It went omtoay..
The- bankerz, ilL sms, are iio. good losers.

Sympathy would. come more readily for
their' a1td poIn1s, such as the extra paper
work they face, if they were candid about
their real stake. In. the Issue. Corporations
and pension plans are also newly subject to
withholding; but few are protesting. Why
the banks? The conspicuous difference is
tiltat corporations area accustomed to' paying
mit d11dendS, quartr1 w1iIe' the banks are
accustomed to retaining anc using, and in,
terest they cr.edit to their depositors.

Savings deposits, money market funds,
time deposits and other Interest-bearing ac-
counts pay household depositors some $220-
billion a year, using, the industry's own fig.
ures. Most of it fs credited directly to those
accounts, where it remains on deposit, en-
larging the banks' own portfolios; ratsing
their lending reserves and increasing their
potential profits. At the uniform 10 percent
quarterly withholding rate, that's an aver-
age of $11billion a year less on the banks'
books, with a correspondIng increase in the
government's accounts. Much of that, of
course, eventually would be paid by deposi-
tors who are honest with the IRS regarding
their interest income. But if wage-earners
have no choice in the matter of withhold-
ing, why should anyone else?

And that is the $64 question.
I have not seen the banks up here

pleading that we should repeal with-
holding on those who work in their
banks. What about the people who
work in their banks? What about all
the depositors who work for a living
and pay their taxes and have taxes
withheld on their wages?

So if the banks want to make a uni-
form, balanced presentation, then we
can listen to those arguments.

But there are literally dozens and
dozens of editorials. Once the truth
comes out, the people will understand
that we had this two-way mirror set
up and we had people stashed away
being paid $25 by the ABA, and then
they probably fed them a lot of propa-
ganda and said, "What do you think
about that?" If you only hear one side
of the argument you do not have
much choice—most of us could con-
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vince nearly everyone with one side of
the argument. If I tell 10 people in the
room that this is a new tax, I assume
10 people might believe it is a new tax.
If I tell 10 people that this is going to
pick your savings or reduce your sav•
Ings, I imagine 10 people would believe
that.

That is how this campaign was gen-
erated. So we owe a debt to Paul
Taylor who reported that in yester-
day's Post about the bank's psycho.
logical ploys to stoke the savings rebel-
lion. They have stoked the rebellion
already. They have stoked a rebel-
lion—no doubt about it. The genie is
out of the bottle.

Now we must be treated with this
issue every time a bill comes up to
help someone or carry out the Presi-
dent's program, or to carry out the bi-
partisan Social Security Commission
efforts, which was endorsed by the
President, by the Speaker of the
House of Representatives, and by a
vote of 18 to 1 in the Finance Commit-
tee, Democrats and Republicans. We
have to lay that aside now so we can
debate this for 2 or 3 days. Social Se-
curity should have been passed last
week. But no, we could not do that.
We had to take care of the bank inter-
ests. We should have passed the jobs
bill early last week. But no, we could
not do that. We had to take care of
the bank Interests because they are
the ones rushing Into town and send-
ing letters arid calling on the tele-
phone and flooding you with mail.

They may eventually 'Win, but not on
this bill. If we are going to have a
social security bill, it is not going to
have this amendment on it.

Mr. CHAFEE. Mr. President, will
the Senator yield for a question?

Mr. DOLE. I yield for a question.
Mr. CHAFEE. I wish to say to the

Senator from Kansas that coming into
the middle of this debate after the
Weekend gives one a horrible feeling
that it is a long day's journey into
night. We were through this all last
week.

Am I not correct In asking the distin-
guished Senator from Kansas that the
Senator from Kansas and the majority
leader have promised to those propo-
nents of this legislation that In April
the Senator will give these folks who
desire a repeal of the withholding on
interest and dividends a vehicle and a
vote.

Mr. DOLE. Yes. In fart, we decided
to take it up on April 15. We thought
that was an appropriate date. That is
the date for filing deadline fOr tax re-
turns. We will not vote on April 15 be-
cause that s on a Friday. We would
not want to delay anyone's travel
plans on Friday. But I think within 2
or 3 weeks after that we might get to a
vote.

Mr. CHAFEE. So, in effect, they are
going to have their day in court sooner
or later, as I understand it.

Mr. DOLE. The Senator is correct.
Mr. CHAFEE. I do not understand

the reason that the proponents have
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brought this legislation up now. We
thrashed around, lost a whole week
last week, and finally got it set aside
while we went to the jobs bill, and now
we are on one of the most important
pieces of legislation we will consider in
this Congress. namely saving of the
social security trust fund. I personally
believe we have to get on with this. We
are running up against deadlines. Not
only are we running up against dead-
lines, but we have a series of other se-
rious amendments that are going to
come up.

Am I correct in asking the Senator
from Kansas—there are some major
amendments that are going to be pro-
posed on the floor dealing with social
security; is that not correct?

Mr. DOLE. The Senator is correct.
We still have about a half dozen

amendments and the distinguished
Senator from Louisiana has a major
amendment.

Mr. CHAFEE. I do not know wheth-
er we have reached time agreements
on those amendments or not.

Mr. DOLE. No. The Senator from
Kansas is not willing to give anyone a
time agreement for the reason we are
now here on this. Had we given a time
agreement the Senator from Kansas
would be locked into voting on this
amendment within 30 minutes or 1
hour or 1 day or 2.

Mr. CHAFEE. So we have a real
problem here in getting on with this
legislation, getting it passed, and I
think I would be correct in saying to
the Senator from Kansas that if This
social security legislation is not passed
within, say, 2 or 3 days, then it has to
go to conference, it has got to come
back and be passed, and if that does
not happen then we will move to the
end of the Easter recess, which is 10
days or so away after that.

Meanwhile pressure will be building
up from every group that does not
want to be in it, those who do not
want to postpone the COLAS, those
who do not want an increase in taxes,
those who do not want the Federal
employees included. Am I not correct
in suggesting that this very, very deli-
cate and important compromise Is
liable to become unraveled the longer
we wait around arid deal with what I
might say are extraneous amend-
ments, not going to the substance of
the Social Security Act?

Mr. DOLE. There is no doubt about
it. This amendment plays right into
the hands of the Federal employees
who do not want the bill to pass in the
first place, do not want to come under
the bill. I find this rather strange, the
ABA and the Federal employees
unions working together. But you
come to learn in this area, and I am
not unsympathetic to the Federal em-
ployees, do not misunderstand me. I
am not particularly sympathetic to
the ABA.

Mr. CHAFEE. Am I not correct in
saying that we have a jobs bill confer-
ence report to come back here?
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Mr. DOLE. We cannot rush to these

things. We have to take care of the
banks. We cannot worry about the
homeless and the jobless. The banks
are the ones with the power, and all
the mail in our office comes from
them.

Mr. CHAFEE. This legislation helps
the crippled and the blind.

Mr. DOLE. I think some in the ABA
have a problem, but I am not going to
get into that. Yes, it does.

Mr. CHAFEE. I think my real ques-
tion to the Senator from Kansas is, as
I see it: There is a sense of urgency
about this matter because we have got
to pass it, the conference has to pass
it, we have a conference on the jobs
bill to wrestle with, and we have a
good-sized menu before we get out of
here for the Easter recess, if we do get
out, and I would presume—well, I
think the House is going to go
anyway—so the longer we take here
the greater it seems to me we endan-
ger the prospects of these two very fin-
portant bills.

Would the Senator agree with me on
that?

Mr. DOLE. The Senator does agree.
The thing that concerns this Sena-

tor is we are not going to finish the
debate on this amendment in time to
take up the one on April 15. We have
been tugging and hauling. If we do not
finish the bill this week, and we come
bark on April 6 or 7, we are still on
this amendment which, I assume, we
will still be on, then we have to debate
that for the next 8 or 10 days, and
how are we going to accommodate the
distinguished Senator from Wiscon-
sin? I would not want him to feel left
out of this. I-know there is a rush to
get in on this. It is a horse, a nice
horse to ride, it is popular. Everybody
wants to get on it. But we cannot ac-
commodate the Senator from Mon-
tara and the Senator from Wisconsin,
if we never finish the debate on this,
but I am sure the Senator from Wis-
consin understands these technical
things will happen.

I thank the Senator from Rhode
Island.

It seems to me—and I do not quarrel
with the Senator's right to offer his
amendment. I think he made an objec-
tive statement, one of the first I have
heard in opposition to withholding on
the Senate 000r, and so I commend
the Senator from Montana for that.
He did not call it a new tax. He indi-
cated what he thought it was, what he
thought It was not, and I do not quar-
rel with anything he said except I
hope he will let us move on with social
security, that he will withdraw his
amendment. He understands that
there is some concern about it.

Certainly the Senator has the right
to be concerned about It, every Sena-
tor on this floor has the right to be
concerned about it. But I hope he un-
derstands our position. There is not a
single so-called nongermane amend-
ment—I kiow they say it is a revenue



March 21, 1983
bill, so that is not the issue—but there
is not a nongermane amendment In it
since we tried to limit this bill to social
security, unemployment, and medi-
care, and there has not been a single
amendment brought to my attention
that would violate the spirit of that.
At least I hope we can get through
this Chamber of the Senate without
offering any amendment that did not
affect either unemployment, medicare,
prospective payment, or social secu-
rity.

This Is one of those, too, but that
again does not mean that the Senator
cannot offer it. As I have indicated,
this Is subject to a point of order
under the Budget Act, and as to that
we are expecting the Senator from
New Mexico to arrive at any moment.
I think he is still in Chicago. They
have had a bad storm there, but at
least he is on his way.

I ask unanimous consent to have
printed In the REcoIw a column by
James J. Kilpatrick which appeared In
the Kansas City Star on March 1,
1983,, "Bankers Shortsighted on Tax
Withholding"; an editorial in News-
day, Long Island, N.Y., "An Uncon-
vincing Case Against Withholding
Taxes"; Interest Withholding Not
Subversive'" from the State-Journal
Register, Springfield; "Those Untold
Billions," from the Washington Post;
"Let's Give It a Chance," from the Los
Angeles Times; "Poison Pens and a
Sensible Tax," from the New York
Times; "Bank Smokescreen," from the
Charleston Gazette, Charleston, W.
Va.; "Alarm Over Withholding," from
the Baltimore Sun; Bankers' Clout,"
from the Cincinnati Post; and "A Mes-
sage From the Banks," in the Wash-
ington Post.

There are others that we will need
in the next debate, and perhaps need
these again, too.

There being no objection, the mate-
rial was ordered to be printed In the
REcoIW, as follows:

Bizis SHORTSIGHTED ON TAX
WITHHOLDING

By James J. Kilpatrick)
WAsHrNGTON.—When it was all over at.Ar-

eulum, back In 779 B.C., and the sun was
setting on the battlefield, an aide came up
to Ceneral Pyrrhuz. "Well," said the aide,
"we whupped the Romaxzs this tune."

Pyrthus looked at the bloody field. He
had lost two-thirds of his army. He looked
at his aide and uttered the sentence that
made him immortal: "One more such victo-
ry," said Pyrrhus, "and we are lost."

It is an old story, but it is a story that
American bankers might want to think
about. The bankers have mounted a massive
lobbying campaign to repeal the tax with-
holding law that Congress approved last
year. The campaign has produced the heav-
lest mall on Capitol Hill since the 1975 fight
over the Panama Canal. Says Carroll Hub-
bard, who represents the First District of
Kentucky, "It's awesome."

But in the process, the bankers have
taken on (1) the chairman of the Senate Fi-
nance Committee, (2) the chairman of
House Ways and Means, (3) the speaker of
the House and (4) the president of the
United States. At the moment, because they
have rounded up more than half of each
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chamber in support of their repeal bill, it
looks as if the bankers may win. If they
attach their bill as a rider to some other leg-
islation the White House sorely wants, such
as Social Security, they may even puzh the
president Into a corner where he has to sign
the measure wllly.nilly. Victory! They will
have whupped the Romans.

Under the withholding law, scheduled to
become effective In July, banks and corpora-
tions would be required to treat the pay-
ment of Interest and dividends In somewhat
the same fashion that all employers treat
wages and salaries. Periodically, 10 percent
would be withheld as Income tax and paid
over to the Treasury. This is not a new tax
in any sense. Subject to certain exemptions,
income from dividends and Interest is tax-
able Income.

The trouble is, according to Sen. Bob
Dole, Republican of Kansas, that about 11
percent of interest payments and 15 percent
of dividends never are reported on Individu-
al tax returns. The withholding law, he
says, "Will cut these non-compliance rates
In half, and raise almost $4 billion each
year."

I may be in a small minority, but I see
nothing wrong with the act. On the con-
trary, I see much that is right. To listen to
the bankers propaganda campaign, you
might suppose that the idea is to penalize
millions of little old ladies In tennis shoes.
Baloney! The act provides a stmple machan-
ism by which old folks In low-income brack-
ets may exempt themselves from the law.

The bankers also are cultivating the lxn-
pression that the act will cost them "untold.
billions" in paperwork. This too is baloney.
Banks and corporations already are re-
quired to compile and report their payments
of Interest and dividends. In all but the
smallest banks, the transfer of withheld
taxes can be accomplished in the flicker of a
computer's eye.

The repeal campaign has put some odd
fellows in bed together. In the House, such
conservatives as Kemp of New York, Paul of
Texas and Edwards of Oklahoma are co
sponsors with such liberals as MIkuIskI of
Maryland, Simon of Illinois and Conyers of
Michigan. In the Senate, Helms of North
Carolina and Tsongas of Massachuzetts are
walking hand In hand for repeal. Both Re-
publicans and Democrats see an opportuni-
ty to put themselves on the side of the little
old ladies, which politically speaking, is a
nice side to be on.

But the act is not aimed at the little old
ladies. It is aimed at the fat cats who have
large Incomes from dividends and Interest
and cheat on their Income tax returns. Once
this truth is grasped, the political advantage
will shift.

In a speech to the American Bankers As-
sociation on Feb. 17, Senator Dole de-
nounced the bankers' advertising campaign
as false and irresponsible. He gave them a
pointed warning: If the bankers succeed In
knockIng out the $4 billion In estimated rev-,
enues from withholding, the bankers had
better prepare their.selves for alternative
measures they will find even more distaste-
ful. For Pyrrhic victories, one pays a heavy
price.

[From the Newsday, Long Island, N.Y,, Jan.
25, 1983]

Ax UNCONvINCING CAsE AGAINST
WITEHOLDING TAXES

The way bankers all across the country
are howling about the prospective withhold-
ing tax on interest and dividends, it might
appear that they and their customers are
soon to be subjected to some exotic torture.

But withholding a portion of Income for
taxes is hardly new, as every wage earner
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knows. Federal, state and even some local
governments take a bite out of every pay-
check. So does the Social Security system,
And as taxpayers also understand, 11 they
owe any additional tax beyond what was
withheld, it has to be paid by AprIl 15; if the
government has withheld more than they
owe, they get a refund after fIling a return.

So why should Interest or dividends be
treated any differently?

In its big tax reform legislation last
August, Congress wisely decided that they
shouldn't be. Begthnlng July 1, banks, sav-
ings and loan associations and corporations
will be required to withhold as federal
Income tax 10 percent of the Interest and
dividends on accounts yielding more than
$150 a year.

Bankers all around the country, led by the
American Bankers Association, are leaning
on their senators and representatives to
repeal this withholding requirement. The
banks are also trying to generate opposition
to it among their customers, warning that
the new rule will allow the government to
"stand over your bank teller so it can reach
directly Into your bank account." Aside
from the financial loss Involved, the bankers
are saying, the new rule will tarnish the
confidential relationship between a bank
and its customers.

That reasonIng argues not only for the
abolition of the new requirement but for
the elimination of the entire tax withhold-
rng system. After all, If the bankers are
right, presumably the government is now
standing over every payroll clerk each time
a paycheck is Issued.

Yet there's no reason to suspect that the
relationship between wage earners and their
employers has been adversely affected by
the payroll withholding system. The bank-
ers have failed to make a convincing case
against the new withholding tax and nei-
ther the public nor Congress should be
swayed by their arguments.

(From the State Journal-Register,
SprIngfield, Feb. 1, 1983)

INTEREST WmmoiING NOT °SUBVERSIVE"

The banks in town have done a good job
of getting people all wound up about inter-
est withholding.

It's a master stroke. You can't walk thto a
bank lobby In Springfield without seeing
the little petition cards to sign and send to
your congressman or senators urging repeal
of withholding.

And their customers are obediently fflflng
out the forms so the banks can send them
In.

These are the same banks that charge you
when you give them your money to use. As
far as I'm concerned, when the banks say
they're looking out for me, I start checking
my pockets.

The Interest and dividend withholding.
idea was part of the tax bill suggested last
year by President Reagan and adopted by
Congress. The whole package, which Includ-
ed tax Increases and efforts to Improve com-
pliance, was an attempt to close the federal
budget gap, something the banks said they
wanted.

The provisions require banks and others
to withhold 10 perCent of the Interest
earned in accounts that generate at least
$151 in annual interest.

Realize this: withholding is not a tax in-
crease for you and me.

We have been taxed on our Interest earn-
rngs for a long tune. But what Congress
found was that 11 percent of the people
failed to report Interest income, and 15 per-
cent failed to report dividend Income. And
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you can bet the non-reporters werent the
ones with just meager savings.

Because it takes the tax money up front.
Interest withholding Is aimed at those who
have not paid their fair share. What we
keep hearing from the banks, however, Is
that withholding Is something subversive.

Withholding taxes from or savings Inter-
est robs us of some of the benefit of com-
pound Interest, the banks warn us. Defiled
by the government again.

I won't claim to be an average saver—I
don't know what the average saver is—but I
do have Interest-bearing accounts with a
money market and with a local savings Insti-
tution. And I'll tell you what effect with-
holding would have had on me last year.

About $1.10 in lost earnings.
Those who have a tidy nest egg and are

earning $10,000 a year in interest on a
$100,000 acount may face a more significant
loss. But I can't feel particularly sorry for
them. And I have better ways to spend my
time than petitioning Congress to get an
extra $1.10 a year.

Yet Congress is listening. There already
are several bills in Congress this year to
repeal the provisions, including one intro-
duced by Springfield's new congressman,
Dtck Durbin. In fact, withholding Is the
only subject about which Durbin has felt so
strongly that he's introduced his own bilL

Durbin's spokesman says the congressman
is for repeal because he believes the with-
holding provisions run counter to economic
recovery. They're a disincentive for saving
or investing, Durbin says.

Well, I'm sure not going to pull my money
out of an account because I'm not getting
an extra $1.10. What's my alternative?
Spend it all and lose all the interest? Put it
in a mattress?

I think the real reason we're being asked
by the banks to get all upset about this is
because the banks don't want to have to
deal with it.

They claim the program is onerous and
will increase their costs. The provisions of
the act, however, allow the banks to invest
the funds themselves for a month, keeping
the interest, before sending it on to the IRS.
Over the long term, that will more than
cover the cost of setting up a withholding
system.

The banks say they want to protect my
right to control my money. I don't think
they're concerned about me at all—because
I'd rather pay the IR a little at a time
than in one lump sum next April 15.

[From the Washington Post, Feb. 21, 1983]
THOsE "Uou BilLioNs"

What's.so wrong with asking people to
pay their taxes? Senate Finance Committee
Chairman Robert Dole posed that question
the other day to leaders of the American
Bankers Association. It's a question that
needs a much better response than the cain-
paign of obfuscation and hysteria launched
by the bankers in opposition to the new law
requiring partial withholding of taxes on in-
terest and dividends.

The bankers know full well that the new
law will put no burden on any honest tax-
payer. No one is being asked to pay any-
thing he does not already owe. People who
are elderly or have modest incomes are
exempt. The interest lost from quarterly
withholding of taxes would amount to a
maximum of 50 cents a year on a deposit of
$1,000. Would that bank service charges
were so low.

But protesting bankers also know that it
is easy to confuse people about tax law
changes. So Instead of preparthg to put the
law into effect, they have bought ads, given
speeches alleging that Congress is 'looting"

savings, and niailed misleading fliers to
their depositors with form letters to con-
gressmen enclosed.

Like most such tactics launched upon an
uninformed and frequently elderly public,
these have had their effect. The form let-
ters have poured into Congress. A substan-
tial number of senators and representa-
tives—who, alas, are frequently no better in-
formed than their constituents—are said to
be considering repealing the withholding
provision.

What prompts this disingenuous behav-
ior? Surely no real concern for the conven-
ience of depositors. As a matter of fact,
bankers opposed the exemption provisions
for elderly and low-income people when the
11w was being drafted. What they really
appear to be worried about is their own con-
venience—and the prospect that withhold-
ing might scare off depositors with an incli-
nation to tax evasion.

Banks already send quarterly Information
forms to the IRS on all dividends and inter-
est. Accompanying them with a 10 percent
fund credit would amount to no more than
the electronic equivalent of the flicker of an
eyelash. The cost would be minuscule com-
pared with the cost of having the IRS track
down and collect from each of the distress-
ingly large number of tax evaders. But the
banks would still have you believe that this
new chore would cost them and their de-
positors, as it is regularly said, "untold bil-
lions."

But the thing about untold billions is that
the usual reason they are untold is that tell-
ing them would require using numbers with
several zeros Immediately to the right of the
decimal point. Somehow a number like $.001
billion has a lot less impact. But speaking of
untold billions, you might want to remem-
ber that these bankers who now claim to be
so concered about prudent operation are the
same ones who have been recklessly invest-
ing overseas and who would now like to
have government protection from the conse-
quences of their folly. Here the billions in-
volved are more unspeakable than untold—
and certainly uncollectable.

You might also remember, as Sen. Dole
has done, that banks now pay notoriously
low taxes. If Congress unwisely decides to
repeal the withholding provision, one very
good way to replace the $22 billion in
unpaid taxes that will be lost over the next
five years would be to repeal some of the
provisions that now favor banks over other
taxpayers.

tFrom the Los Angeles TImes, Feb. 21, 1983]
LET'5 GIVE IT A CHANCE.

The U.S. government does better than
most when it comes to collecting taxes owed
it, thanks largely to the payroll-withholding
tax introduced 40 years ago. But not all
income is subject to withholding. Dividend
and Interest payments, which last year
amounted to about $525 billion, have up to
now been exempt. The Internal Revenue
Service estimates that evasion of taxes due
on these earnings cost the Treasury $8.2 bil-
lion in 1981. In last year's tax bill, Congress
moved to round up some of that missing rev-
enue by subjecting Interest and dividends to
10% withholding, beginnIng July 1.

At the same time, Congress provided cer-
tain exemptions so as not to impose hard-
ship on small investors. Taxpayers over 65
can avoid withholding if their 1982 income
was under $14,450 for an individual or
$22,214 for a couple. Those under 65 can
qualify for exemption If their 1982 income
was less than $8,000 for an individual or
$15,300 for a couple. There will be no taxes
withheld on accounts paying dividends or
interest below $150 a year. Finally, em-
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ployed persons who face dividend and inter-
est withholding can offset the new deduc-
tions by having less withheld from their
paychecks.

These exemptions, the Treasury says, will
exclud from withholding provisions fully
60% of\those who receive interest and divi-
dend painents. They can also be expected
to reduce by about half what the Treasury
says it would be getting if it could be sure
that all taxes due on interest and dividends
were paid. Still, $4 billion in hitherto uncol-
lected taxes due is a worthwhile start.

Lending Institutions have been lobbying
vlorously to get the withholding provision
repealed. They argue that the paperwork
costs for banks and corporations could run
as high as $1.5 billion a year, with those
costs passed on to investors in the form of
service charges and lower yields. The Trea-
ury responds that the real cost of withhold-
ing -would in fact be only about one-tenth
that figure, meaning a highly favorable rev
enue-to-cost ratio—$4 billion raised on $150
million spent—of 25 to 1. Further, the
Treasury says, the interest lost by investors
on withheld money would be very small.

Equity pretty clearly requires giving the
new withholding plan a chance, Payroll tax
withholding is a -proven means for assuring
that taxes due are paid. The same rule
ought to be applied to dividend and interest
income to narrow the opportunities for tax
evasion. If experience shows that the costs
of complying with the new law are exces-
sive, then revision or repeal should be con-
sidered. Until that can be demonstrated,
Congress should stick with the decision that
it made last year.

[From the New York TImes, Feb. 24, 1983]
PoisoN PENs MiD A SisIBi TAX

There's no precedent for the deluge of
Congressional mail that the banks have
sttrred up against the new tax withholding
from interest and dividends. There's also no
sound reason for it; it should all be forward-
ed to the dead letter office.

The campaign is financed and orchestrat-
ed by the American Bankers Association. It
is flooding its thousands of members with
propaganda to feed to their millions of de-
positors. For Instance, along with their Jan-
uary statements some customers received
printed postcards addressed to their two
Senators, ready to sign and send. Anyone
needing a stamp was invited to "bring this
card to the bank."

Withholding on interest and dividend pay-
ments was part of last year's $99 billion tax
bill. Effective July 1, 10 percent will be
withheld from each payment. This is not a
new tax; interest and dividends are already
taxable as ordinary income. Neither is it a
gross imposition on the banking system, or
an unfair penalty on honest taxpayers, as
some insinuate. It is simply an effort to
catch the cheaters who now escape paying
tax on $30 billion of egitmately taxable
income.

The banks are understandably agitated
because the voluminous paperwork falls to
them, along with all the grief they will get
from grumbling taxpayers. But this burden
has its rewatd. The banks get free use of the
withheld funds for a month before they
must turn them over to the Treasury.

There are two other anti-withholding ar-
guments that appear to make sense, but nei-
ther bears scrutiny. First, it is said that
withholding deprives taxpayers of earnings
that they would be saving or investing to
earn more money. That's true, but the loss
is small. An example: the annual compound
interest on a $1,000 savings account paying,
say, 9 percent is little more than $90. In the

CONGRESSIONAL RECORD SENATE



March 21, 1983
course of a year, withholding would take
about $9. If the withheld funds were left on
deposit, they would earn less than 50 cents.
That's not much of a loss. Moreover, most
elderly and low-Income taxpayers are
exempted.

The second argwnent is that withholding
is unnecessary; the Internal Revenue Serv-
ice already gets reports on dividends and in-
terest from the corporations and financial
Institutions that pay them. That's true for
securities and bank accoimts with the
owner's name on them, but not for "bearer"
securities registered in no name. In any
case, it's impossible for the I.R.S. to match
each dividend or interest report with each
taxpayer's return. Withholding what's owed
currently is surer, swifter and easier than
trying to track it down afterward.

The case in favor of withholding is over-
wheirning. The Government. faced vith
gaping deficits far into the future, needs
more revenue. Withholding will yield reve-
nue that is already owed. Without it, some
other tax would be necessary. Senator Dole,
the wily chairman of the Finance Commit-
tee, suggests it might even be a tax on
banks. Now isn't that an interesting
thought?

(From the Charleston Gazette, Charleston,
W. Va., Feb. 3, 1983]
BK SMoI SCREEN

The Nation's financial institutions have
initiated a mammoth campaign to Influence
Congress to repeal, before it ever takes
effect July 1, the withholding on Interest
and dividend Income law enacted last year.

Members of the House of Representatives
and Senate are being swanped with letters
and postcards from irate depositors and in-
vestors. Some lawmakers are receiving as
many as 1,000 pieces of mail a day request-
ing rescission of the withholding law, if
news reports are correct.

Congress commits untold follies, but
surely it will have the sense not to annul,
less than a year after passage, legislation
that has never been given a chance to prove
itself.

Contrary to claims from bankers, it wasn't
to hurt small investors and small deposi-
tors—to take away from them an opportuni-
ty to earn Interest—that the withholding
plan was adopted. Indeed, depositors
making less than $100 annually in interest
won't have the 10 percent withheld from
their account, If they choose to apply for an
exemption from the plan.

The latter was authorized to make it more
difficult for tax scofflaws to evade their
civic respon8ibility. The Internal Revenue
Service is convinced that today huge sums—
billions of dollars—owed the government
aren't paid.

Sponsors of repeal say that the law will
penalize the law-abiding and that the feder-
al government currently receives sufficient
information to prevent Americans from
cheating on their income tax. Sponsors
imply that only the investors with small
savings or holdings will suffer, since they
won't be able to put all their money to work
earning compounded interest.

When bankers begin braying about the
little depositor are the lion and the lamb
living together or Is history being stood on
its head? History, we we may be certain, is
being stood on it's head. Bankers don't
worry about the little depositor nearly so
much as they worry about the sums which
for the bank are earning considerably more
money than they're earning interest for
small depositors and which, once the with-
nolding law is effective, will be forked over
to the IRS.

The withholding law should be permitted
to prove itself. Are vast amounts of taxes on

interest and dividends owed to the federal
government not being collected? The with-
holding law ought to answer that question
and ought to remain in force until the ques.
tion is answered.

IFrom The Baltimore Sun, Feb. 11, 1983]
A14uiM OVER WITUH0LDING

A great alarm ha been sounded over the
law enacted last year requiring banks and
other financial institutions to Withhold
taxes on interest and dividends owed to the
government by their customers. The banks
say it will be a nightmare to administer
(mostly because of exemptions that protect
old and poor people). They say their com-
puters will have to be reprogrammed and
that their employees will be forced to use
expensive time explaining this whole busi-
ness to saverz. Some Individual taxpayers
complain that the law is unfair and it will
cost them money to have their taxes with-
held. Much of the alarm, we suspect, is ex-
aggerated.

Those people who think it is wrong for
banks to act as tax collectors need look no
further than the millions of employers who
withhold taxes for the government. Or. the
gas stations that collect taxes on gasoline,
or the retail stores that collect sales taxes.
That's been going on for decades, and it has
proved an efficient method of making sure
the taxes are paid.

Some people are afraid they will be de-
prived of Interest earnings by paying the
government quarterly rather than at the
end of the tax year. The Treasury Depart-
ment has prepared a chart showing exactly
how much a citizen might lose. If he has
$10,000 In a savings account earning 12 per.
cent interest on December 31, 1983, he
would lose a little over $5 In compounded in-
terest by the end of 1984. That's a loss of 50
cents on every thousand. Treasury Secre-
tary Donald Regan says that 85 percent of
the elderly will be exempt, and won't even
lose the 50 cents. They just have to fill out a
simple form.

The banking Industry has a different com-
plaint. It is true the banks must program
their computers to withhold the 10 percent;
they will aLso have to modify their comput-
ers to exempt certain people. But a comput-
er firm in Pikesville says the software is
available that will allow banks to perform
this function with no great difficulty. That
firm, DISC, Inc. is already selling the stuff,
and it says banks could pay for it In a couple
of months with the earnings they will make
on a special provision Included in last year's
law. The provision allows them to hold on
to the withheld taxes for 19 business days,
and invest it to pay. for their trouble. Em-
ployers can't do that.

The issue underlying this law is that of
noncompliance with the tax laws. Having
studied the question for a decade or more,
the IRS says the problem is sufficient to re-
quire a change. It estimates that the gov-
ernment, over the next five years, will re-
trieve up to $200 billion that would be lost
without this measure. And, the more the
government retrieves In taxes (not new
taxes but taxes already owed), the less it
will turn to massive borrowing that crowds
out important private investments in the
national economy.

(From the Cincinnati (Ohio) Post, Feb. 3,
1983]

BAxqKat's CLOUT
A useful and important tax reform, re-

quested by President Reagan and passed by
Congress last summer, is In danger of get.
ting torpedoed by a powerful special-inter-
est lobby.

The measure, if it survives, will require
banks and corporations on July 1 to start
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withholding 10 percent of most interest and
dividend payments. It is designed to lift gov-
ermnent revenue by discouraging tax eva-
zion.

The Treasury estimates that 15 percent of
taxpayers 'forget" to declaie what they owe
on dividends aiid interest, costing the gov-
ernment an estimated $3 billion a year.

Claiming that it would be burdened by pa-
perwork, the banking industry fought the
bill from the start. Even when it was given
free use of the withheld money for 30 days
to cover costs, it remained opposed.

The American Bankers Association has
urged its 13,100 members to get customers
and stockholders to "set up a clamor." Let.
ters are pouring into congressional offices,
and 220 representatives and 24 senators
have sponsored a repeal bill.

Unless honest citizens who pay their cor-
rect taxes let Congress know their views,
the bank lobby will win, withholding will be
repealed and an opportunity for the selfish
to cheat on taxes will continue.

Since 1943 employers have had to with-
hold taxes from the wages they pay their
workers. It Is the height of unfairness to
treat dividend and Interest income more fa-
vorably than work income and shield it
from taxation.

(From the WashIngton Post, Feb. 8, 1983)
A MESSAGE FROM THE BANKS

Chances are that the statement you re-
ceived last month from your bank or savings
institution brought with it a special message
of concern. The flier suggests that you, the
customer, may wish to write your elected
representative expressing your oppositron to
the new requirement that, starUng next
July, financial institutions withhoid part of
the taxes owed on Interest and dividends.

Perhaps you overlooked this message be-
cause it arrived In an envelQpe stuffed with
other communications trumpeting the many
new services that your bank can now pro-
vide. Thanks to modern electronics, banks
will now be pleased to shift your money
back and forth among different types of ac-
counts, calculate your accrued Interest or
account balance at a moment's notice and
meet your bankIng needs day and night
through automated tellers.

You might think that all this automation
would make it easy for financial Institutions
to give Uncle Sam a helping hand in collect-
ing the taxes he is owed. After all, employ-
ers have long been performing the far more
complicated job of withholding taxes on
wages paid, and you don't hear either com-
panies or workers complaining. But to hear
the banks tell it, this new requirement will
impose a crushing burden on their oper-
ations and will discourage needed invest-
ment.

Your suspicions about these claims will be
increased when you realize that, to help
cover the cost of Introducing withholding,.
banks will be allowed to retain withheld
taxes for 30 days. This amounts to an Inter-
est-free loan, of billions of taxpayer dollars.
As for the impact on savings, most honest
Investors won't be affected at all.

No withholding is required on accounts
earning less than $150 in interest or on
those held by elderly people without sub-
stantial taxable income. People with sub-
stantial investment Income are already sup-
posed to be filing quarterly tax returns so
that the new system will simply pay part of
their taxes for them. And if you hadn't been
payIng the taxes you owed on Interest and
dividends until the end of the year, gradual
tax withholding will still reduce your effec-
tive annual interest yield by less than five
one-hundredths of one percent.
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This Is not a new tax. It is simply a way

for the Treasury to collect taxes more
promptly and more completely. It will
impose no Intolerable inconvenience on
either you or your bank, and it will help the
economy by reducing the annual budget
deficit by several billion dollars.

All of this being so, you may wonder what
the bank or savings institution is really
saying in its message. Could It be suggesting
that the only reason you entrust it with
your savings Is that you think you can hide
that interest you earn from the tax collec-
tor? We trust that isn't so. And we hope
that if you write your elected representa-
tives it will be to say that you support this
way of making sure that everyone pays his
fair share of taxes.

Mr. DOLE. It Is obvious that one
reason for the bankers' rush to vote on
withholding now Is that many of them
may soon be in an embarra.sing posi-
tion. In fact, I think that was reported
today In a story In the New York
Times, but they are now beginning the
process of mailing exemption fornis to
their customers, as indicated In a
recent article in the New York Times.
Some bankers may be caught because
they have been telling these people
about all this complicated redtape,
how they are going to get all this com-
plicated redtape, and all these people
are going to mail out 8 million of these
W-6 fornis to all their people with sav-
ings accounts, and they are going to
find out it is not complicated at all.

In fact, it might be well just to read
into the RECORD the comments that
appeared in the New York Times on

,March 17 of this year. It says:
B* B MAIL

The nation's banks are waging all-out war
against tax withholding on Interest and divi-
dend payments. They are stuffing anti-with-
holding filers in their customers' monthly
statements, along with postcards for them
to sign and send to their senators demand-
ing votes for repeal. Legislators are even
complaining that the bank mail volume
makes it impossible to locate letters about
other matters.

The banks argue that withholding will
create an administrative nightmare—confus-
ing customers, Intimidating the elderly and
people with low incomes who qualify for ex-
emption. forcing them to reveal personal in-
formation about themselves.

It's Instructive, then, to take note of an-
other kind of bank mailing currently going
on all over the country—to stockholders of
American corporations, even bank corpora-
tions. The banks that handle the corporate
dividends are mailing shareholders simple
forms to file if they qualify for exemptioii
from withholding—as they are required to
do by the hated law.

This Is all they have to do, this is
that complicated form we have been
hearing about in all the bankers' ads.

One check-mark and a signature are all
they require before being mailed back to the
bank.

So you sign your name and make a
checkmark. It might take 30 seconds if
you work at it. There is nothing com-
plicated about that. The story goes on:

Nothing complicated about that; no se-
crets revealed. It's a'most as If the banks
were trying to help make withholding work
smoothly, as well they should.

That makes the point.
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The W-6 form is what they are mail-

ing out and, of course, it is not compli-
cated. But, you see, the banks are in a
bind now because they have been tell-
ing people about all this complicated
redtape, all this Government redtape,
Government intrusion, and all the
time they have got people in their
banks whose wages have been with-
held for the last 40 years, 20 years or
30 years or 5 years, depending on how
long they have worked there, and I do
not suggest that they are telling all
these people that we ought to repeal
withholding on wages and salaries. I
have not heard from a single banker
who wants to repeal withholding on
wages and salaries. That is earned
income. They just do not want any
withholding on unearned income.

Again I want to underscore that it is
not a new tax. I notice the distin-
guished Senator from Wisconsin has a
little mailer of his own which goes on
to say that we have to repeal this new
tax. The Senator from Wisconsin
knows it Is not a new tax. The bankers
know it Is not a new tax. But if you
write and tell them you are going to
have a new tax they will say, "We are
opposed to it." But if you write to
somebody and say, "Do you think you
ought to pay your taxes?" They
answer, "Yes, we ought to pay our
taxes." But Somehow 20 million
Americans do not, and fail to report
their dividends and interest income.
Some of them do not report any at all.

Some of it is because of errors and
some is willful evasion. But we are not
here to argue that point. We are told
we can quarrel about the IRS and
quarrel about Treasury figures. We
are talking about $11 billion over the
next 3 years from lost revenue. Again,
to the Senator from Montana's credit
he recognizes that. It is one thing to
stand up and say, "Repeal withhold-
ing." What do we do about the addi-
tion to the deficit?

We are told we ought to bring defi-
cits down, bring interest rates down If
we keep the deficits down. I do not
want to add $20 billion to the deficit
over the next 5 years, and that is what
we do If we repeal withholding unless
we replace it with other revenue or
some spending cuts. I have yet to hear
a single proponent of repeal of with-
holding stand up and say:

OK, the Senator from Kansas is right. We
are going to lose so many billions of dollars,
and this is how I suggest we get it.
• We get it through new taxes. We get it
through new spending. We take away the
tax cuts for the working people in the third
year of the tax cut. We defer Indexing.

It seems to me, once we understand
what the options are, unless we are
going to have it both ways, as some
would have it, then I think we have to
be very careful in what we do.

The Senator from Kansas has talked
about the W—6 form, the so-called
complicated redtape that the banks
and the S&L's advertise. The credit
unions, I must say to their credit,
make only one mistake in their little
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postcard by calling it a tax. They know
it is not a tax. But, beyond that, they
have been fairly circumspect in their
lobbying efforts as has, I might say,
the savings and loans league.

But even if the banks did not fill in
advance the name and address and the
account number, which they do when
they mail it out, you would have to fill
out the name, address, city, State, ZIP
code, and account number, and make
one check arid sign your name. And it
is a permanent exemption. You just
say:

My tax liability for last year was $600 or
less.

If that is the case, you are exempt.
I am 65 or older. and my tax liability for

last year was $ 1.500 or less.
You are exempt.
My spouse and 1 filed a joint income

return for last year, and our tax liability
was $1,000 or less.

You are exempt.
I or my spouse or both are 65 or older, and

we filed a joint income tax return last year,
and our tax liability was $2,500 or less.

You are exempt.
I was (we were) not required to file an

income tax return last year.
That is all you have to check. If you

fit in any of those categories, you
make one check. You do not even say
which one, so you do not reveal any-
thing about yourself. You say that in
one of those five instances you are
exempt. You make the checkmark.
That is all there is to it.

Let me say that the President of the
United States is not known to be look-
ing for more ways to interfere with
the lives of the American people. I
think we have had a lot of good regu-
latory reforms. This change was in the
President's budget for 1983. The Sena-
tor from Kansas and others talked to
the President directly about withhold-
ing interest and dividend income. We
knew. how it would create a firestorm,
but never in our wildest dreams did we
believe they would cook up something
in a closed room and pay people $25 to
do sort of market testing on what to
say to stoke a rebellion of their deposi-
tors. And they have been successful.
They have been successful.

Every office in this Congress is filled
with postcards. Some may not have
been mailed by the people whose
names appear thereon, as is evidenced
by the letter I have from the gentle-
man from Chicago. But somehow we
have a lot of mail to answer. We esti-
mated in our office that it is going to
cost the taxpayers $300,000 just to
answer all the postcards that have
been sent in by banks, S&L's, and
credit unions. In addition, you have to
put on more personnel.

Someone said, "Don't answer your
mail." If you do not, people will write
back and say, "Why don't you answer
your mail? If you say the banks are
wrong, what is your reply"Z

So we are in the process, in my
office, of writing two-page letters, with
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enclosures, to everyone who has writ-
ten us about withholding. Right now it
Is about 500,000 letters. We are up to
20,000. We have answered 20,000. They
are coming in, the mail has leveled off,
but the rate I think is still about 2,000
a week a week ago, but it is beginning
to drop of f.

I know the Senator from Montana
has no Intention of withdrawing the
amendment. I will, at the appropriate
time, or the majority leader will at the
appropriate time, offer to table the
amendment so that we can get on with
social security. I make a plea to the
American Bankers Association. I know
of no one in the Senate unwilling to sit
down with representatives of the
American Bankers Association, but I
know of no one in the American Bank-
ers Association who even wants to taik
about withholding.

I hope some of the bankers across
the country wifi take a look at some of
the ads and some of the campaigns
that they have been paying for; I
assume they have been paying for,
somebody has been paying for them. I
do not know how many millons of dol-
lars it Is, when you add the cost of
postage. And most banks pay the post-
age. Most postcards and all the mail
we have received was paid for by
banks Sand in some cases run through
their meters. So I do not imagine any-
body who mailed in any card is out
any expense.

But when you run ads that say,
"Ten percent of your money Is going
to disappear," which Is an outright
misstatement, I can understand why
you might excite the fears and emo-
tions of somebody who is 65 or 35 or 25
years of age.

I would just remind my colleagues
that this is the President's budget for
fiscal year 1983. This is where withold-
ing came from. It was not plucked out
of the sky.

It has been recommended by Presi-
dent Franklin D. Roosevelt, by Presi-
dent Kennedy, by President Nixon, by
President Ford, by President Carter,
and by President Reagan. You may
not like any of them, but I have to be-
lieve that, overall, they were trying to
do what they could to make certain
that people who owed taxes paid their
taxes. It was not in any President's in-
terest to take on the banks of America
or to ta1e on the savings and loans,
nor was it in President Reagan's inter-
est to do that and that was not the
purpose of suggesting withholding.

We are told by the IRS Commission
er that there is still $100 billion out
there in taxes not being collected, and
much of it in the private sector. Yes,
some is in drugs and some is in prosti-
tution and some in gambling, but the
large part of it is in the private sector.

If we had that $100 billion right
now, we would not have the deficit w
have and interest rates would be a lot
lower. But we do not collect all of our
taxes, and we never will.

I would again refer to the Time Mag-
azine story today. On the cover of
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Time Magazine, it says, "Tax Cheat-
ing, Bad and Getting Worse." As the
article points out, it is getting worse.
And why is it getting worse? Because
so many people do it and they are not
caught, so other people do it. I do not
know where it is going to stop.

The compliance rate for people out
there working for a living is 99 per-
cent—99 percent. The compliance rate
for interest and dividends is around 86
percent. Now, why should this not be
99 percent? It is not 99 percent.

Somebody was quoting a study. It
was not a study based on compliance
on interest and dividend income. It
was only a study. If you met three con-
ditions, the rate was 97.6 percent. I
will recite that for the REc0IU in a
moment.

I do not particularly enjoy railing at
the banks. I would like to pass the
social security bill. The Senator from
Kansas spent a year on the Social Se-
curity Commission along with the Sen-
ator from New York. We have had
hearings in our committee. It has
passed the committee by a vote of 18
to 1. The chairman of the House Ways
and Means Committee and the chair-
man of the subcommittee, Congress-
man PIcIaE, did an outstanding job,
along with Congressman CONABLE and
others, of getting the bill passed
through the House, with the Speaker's
assistance. And we had a lot of very
touchy issues in social security. We
have some left. The Senator from Lou-
isiana wants to delay bringing in Fed-
eral employees a year, which is an-
other way of not bringing in Federal
employees at all. That is going to be a
hotly contested amendment.

I do not know why we have to spend
2 or 3 hours or 2 or 3 days debating
withholding again. As the Senator
from Rhode Island just pointed out,
we just finished that debate last week.
I do not really believe it is in the inter-
est of the bankers of this country to
hold up every piece of legislation, to
hold legislation hostage, to hold the
next piece of legislation hostage until
we just cave in to the bankers.

The Senator from Kansas has no in-
tention of doing that. The Senator
from Kansas may lose, but if I
thought I was mistaken or if I thought
this was a new tax or if I thought we
were penalizing senior citizens or the
handicapped or low-income Americans,
then I would be on the side of the Sen-
ator from Montana.

But this may be an irritation to the
banks. They do not like it. They do
not have to like it. They have a right
to oppose it.

But I wondered what had happened.
We passed this last August. We did not
hear a word in September, October,
November, or December. It was not
until this massive campaign of decep-
tion was unleashed, in January, that it
really started to hit us in February.

This study, the IRS study, reports a
high compliance rate of 97.3 percent
where information returns were
matched against selected individual
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tax returns. That is the story we get
from a lot of people. "Why don't you
just match that 1099 agatht the tax-
payers, then you don't lose any money
at all?"

Believe me, if we could figure out
any way to do that, the Senator from
Kansas would drop this whole thing
like a hot potato. But I have not been
convinced, and the IRS says it is not
feasible. The 97.3 percent study that
has been quoted on this floor cannot
be extrapolated to all interest and divi-
dend payments because the study ex-
cludes.—here is' what the study ex-
cludes—the estimated 5 million to 6
million individuals who do not file in-
dividual tax returns, taxpayers who
fail to supply correct identification
numbers to financial Institutions, and
taxpayers who fail to supply correct
identification numbers to the IRS.

We have a 9.3 percent compliance,
excluding all these things.

This is why the Treasury and the
Joint Committee on Taxation estimate
that the local compliance rates of in-
terest and dividends can only be sub-
stantially improved by the withhold-
ing system. Indeed, the joint commit-
tee estimates of revenue losses from
withholding would be $11 billion in
fiscal 1984 through 1986. They take
into account the improved compliance
which result from the major improve-
ments in information and reporting
passed in 1982.

I would assume the amendment of
the Senator from Montana does not
mean we will have withholding next
January. Have the bankers said, "OK,
just get this amendment and we will
try to help the Government collect
taxes."

Mr. MELCHER. Will the Senator
yield?

Mr. DOLE. Yes.
Mr. MELCHER. I think I have made

It clear that it is the bankers and tax-
payers in Montana who are talking to
me. I would not prejudge the action of
the Senate or the House, the final
action of the Congress, on this propo-
sition. I simply believe that it is really
getting around to the point where
people are beginning to wonder wheth-
er this is the Imposition of another
layer of bureaucracy or whether it is
really worth it. I think the question is
here in the Senate and I hope the
amendment carries so that we will
have time between now and the end of
this session of Congress to properly
debate it, the same as happened in the
House.

Mr. DOLE. I might say I a waiting
for the majority leader to arrive.

I would say that few of the Members
of Congress who were concerned with
the proposal to withhold tax on divi-
dends, interest, and patronage re-
funds, contained in the Revenue Act,
and this Is going back to 1962, realize
that their predecessors in Congress
100 years before were debating similar
legislation.
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Early in the Civil War, the Revenue

Act of July 1, 1862, was enacted. This
act for the first time in the history of
the Federal Government applied the
principle of tapping revenue at the
source, which had first been used by
the British in 1803.

The law Imposed a tax of 3 percent
on salaries and other income over $600
and under $10,000, and 5 percent on
income over $10,000. The 3 percent tax
was also levied on certain corporation
dividends and interest. Applying the
withholding system for the first time,

• the bill required that the 3 percent tax
on salaries received by all persons in
the civil, military, and naval services
of the United States—including Sena-
tors, Representatives, and Delegates in
Congress—after August 1, 1862, was to
be withheld by all paymasters and
other Government disbursing officers
at the time of paying the salaries.

The disbursing officer was also re-
quired to "make a certificate stating
the name of the officer or person from
whom such deduction was made, and
the amount thereof, which shall be
transmitted to the office of the Com-
missioner of Internal Revenue, and en-
tered as part of the internal duties."

That is pretty much about the 1976
form. Maybe that is where Don Regan
thought of that.

The withholding system was also ap-
plied to the tax on interest and divi-
dends paid by all railroads, banks,
trust companies, and fire, marine, life,
inland, stock, and mutual insurance
companies. These companies were re-
quired to withhold the tax of 3 per-
cent on all money paid out as interest
and dividends, and pay it to the Gov-
ernment. A $500 penalty was provided
for failure to render the return and
pay taxes withheld when due.

That was 1862 when we first enacted
withholding.

The act of June 30, 1864, enacted be-
cause of the increased necessity for
war revenue, increased the 3 percent
tax on income up to $5,000, and on in-
terest and dividends paid by banks,
railroads, Insurance companies, and so
forth, to 5 percent. Deduction of- tax
at the source was also extended to in-
dude a 5-percent tax on the interest
and dividends of any canal, turnpike,
canal navigation, or slack-water com-
pany. Paymasters were required to
withhold 5 percent on salaries of Gov-
ernment employees over $600.

Company engaged in slack-water
navigation would dam or impede a
stream by erection of darns or locks to
produce stretches of deeper water for
navigation, in case anybody has a deep
interest in that.

The withholding of tax on salaries
of Government employees, and on in-
terest and dividends continued until
the end of 1871, as the Revenue Act of
1864 expired by limitation in 1872.

This brief and very limited applica-
tion of the stoppage-at-source tax
principle Is of great significance in the
development of the present tax
system, which relies heavily on tax
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withholding as a means of revenue col-
lection.

The Revenue Act of July 1, 1862, has
been called the basis of the present in.
ternal revenue system, both as regards
objects taxed and. organizations for
collecting the taxes. it is interesting to
note that this act also provided the
first use of tax withholding in this
country, and proved the value of this
method of tax collection.

I am reciting this so that we know
this is not something that Just hap-
pened or just been talked about; It was
around long before the President put
it in his 1983 budget.

WXTHH0LDING AGAIN USED IN 1894

The act of 1894, based almost entire-
ly on Civil War legislation with a few
important exceptions, also contained
provisions for withholding. Again, tax
was collected at source on certain cor-
poration dividends and on the salaries
of Government employees. Students of
the tax system have noted that an ex-
tension of the withholding system at
this time would have been a powerful
check against evasion.

THE 1913 INcOME TAX LAW

The 1913 Income Tax Law, enacted
October 3, 1913, saw the most exten.
sive application up to that time in this
country of the collection-at-source
method. The principle of stoppage at
source, used so successfully in Eng-
land, was applied wherever possible, to
secure maximum revenue and to pre-
vent evasion.

The normal tax on individuals was
to be collected at the source as far as
possible. A corporation, employer, or
other source of income was required to
deduct the tax and pay it to the Gov-
ernment, provided the income was reg-
ular, definite, and amounted to $3,000
or more. Interest, rent, salary, or any
other form of fixed annual income was
covered by withholding.

I can debate this in greater detail if
it would become necessary, but I
would hope that now that we have an
agreement to debate this fully we
might get on with the business at
hand. When the majority leader comes
to the floor I am suggesting that we
can move to table the amendment.

I yield to the Senator from Utah.
Mr. GARN. I thank the Senator

from Kansas.
Mr. President, I rise in opposition to

this amendment. It is not because I do
not agree with the substance; I do. But
I think that the patience of the
Senate is worn rather thin when we
continue to go over and over on
amendments that are not germane to
the Senate.

Last week I supported Senator
KAs1I'r. 'I voted against cloture on the
bill, on the jobs bill. I voted for cloture
on the Kasten amendment.

I am in favor of repeal. I disagree
with the Finance Committee chair-
man. I am in favor of repeal of with-
holding, totally. I will so vote when
that opportunity comes up.

The reason I rise in opposition on
the floor is the procedure. It is not

March 21, 1983

that the distinguished Senator from
Montana is violating any procedures.
He is totally within his rights to do as
he is doing. But the reason I voted
against the Senator from Kansas and
with the Senator from Wisconsin is be-
cause we had no guarantee as to when
we could fully debate this issue and
come to a decision. But we got that
guarantee. There is a bill that will
come up on April 15. The Kasten
amendment is already attached to
that bill. The distinguished majority
leader will facilitate that being
brought up on that date. And if a clo-
ture petition is necessary, he will make
certain that the Senator from Wiscon-
sin is able to file that cloture petition.

Those of us who are opposed to
withholding will have our day in court.
We wifi have our opportunity to say
why we think it is wrong, why it
should be repealed, and we shall find
out who wins on the floor of the
Senate—whether it is the Senator
from Kansas or the Senator from Wis-
consin. Again, I shall support the Sen-
ator from Wisconsin.

But, after delaying the jobs bill for 3
or 4 days last week, now to do it again,
I think, is wrong. It would be different
if we did not have that guarantee of
this being debated on the 15th of
April. Then I would be supporting the
Senator from Montana. But we were
able to get a cooperative agreement
where we could do that.

Mr. President, I want to make it very
clear on the issue: I am opposed to
withholding. I shall vote for repeal
when that opportunity arises. But I
am opposed to once again bringing it
up as a nongermane amendment on
social security. We have an agreement.
We ought to abide by it. We ought to
be willing to debate it on April 15.

I thank the Chairman.
Mr. DOLE. Mr. President, I thank

the distinguished Senator from Utah.
I regret that he will support repeal. I
want to assure him that it is not a con-
test between the Senator from Kansas
and the Senator from Wisconsin. If it
is a contest at all, it is a contest be-
tween the President's budget recom-
mendation for 1983 and those who
oppose it.

The Senator from Kansas feels
strongly that withholding is the right
way to collect tax on interest and divi-
dend income. I do believe, as the Sena-
tor from Utah pointed out, that this
would be a proper debate, had we not
had an agreement, to put the repeal
amendment on the reciprocity bill.
There is no doubt in my mind that
sooner or later, there is going to be a
vote on the repeal of withholding in
the Senate and in the House. I assume
if the repeal of withholding get,s a ma-
jority in Congress, the President will
veto it and it will come back and we
shall vote on whether to override the
veto.

That is probably the procedure we
are going to have to follow. Neverthe-
less it seems to me there ought to be a
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full debate. Those who favor withhold-
ing, including the President of the
United States, ought to have some op-
tions, either to amend or modify the
simple repeal amendment or m some
other way pick up the revenue or cut
spending.

I do not really know what will be
gained by holdmg up the social secu-
rity bill. The critics of withholding
should have had enough of trymg to
deceive the American people. They
have been effective.

I assume there is a lot of grassroots
misunderstanding. The Senator from
Kansas had a lot of mail from his
State indicating, "You have gone too
far on this one. I do not care whether
President Reagan is for it, you are for
it, or TIP O'NEILL, you have gone too
far." Then they want to tell me about
this new tax on their interest income.

Some go so far as to say it is uncon•
stitutional to collect taxes on mterest
income. Those are some of the people
who have not paid their taxes on their
interest income or on their dividend
income.

I do not know what the answer is. If
we just keep taxing the middle class,
just keep taxing the workers, and do
not bother anybody else, .if we just
keep taking it away from the workers
to pay for all the extravagances and
excesses in Government spending then
we have reached a sorry state of tax
policy.

This Senator believes if we are going
to have fairness, we ought to have it
up and down the line.

Mr. MELCHER. Would the Senator
yield briefly?

Mr. DOLE. I just want to have print-
ed in the RECORD a letter from the
American Council of Life Insurance in
which they reiterate their support for
the withholding provision in the Tax
Equity and Fiscal Responsibility Act. I
ask unanimous consent that that be
done, Mr. President.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:
AMERICAII COUNCn. OF LIFE INSURANCE,

Wa.h1ngton, D.C., March 14, 1983
Hon. ROBERT Doi.
Chairman, Committee on Finance, U.S.

Senate Wa,hington, D.C.
Da Ma. CRAIRMAN: I wish to reiterate

the support of the American Council of Life
Insurance for the withholding provisions of
the Tax Equity and Fiscal Responsibility
Act of 1982.

The 97th Congress adopted these with-
holding provisions to ensure the collection
of a substantial amount of taxes that might
not otherwise be collected. Adequate safe-
guards were provided for small investors
and our older citizens. The provisions deal-
ing with withholding on interest and divi-
derids are a key part of TEFRA and the rev-
enues resulting from TEFRA are needed to
help address the substantial budget deficits.

Earlier this week the ACLI Board of Di-
rectors reaffirmed its support for TEFRA
and urged that any efforts to repeal signifi-
cant portions of that law be defeated.

Sincerely,
RiCiiu S. SCHwEIK.R,

President.

Mr. DOLE. I have a letter from
Common Cause. I shall read just a
portion of that letter and ask that it
be made a part of the RECORD.

The ffrst two months of the 98th Congress
have witnessed the Introduction of hun-
dreds of bills to create new tax preferences
and expand existing ones. Certainly such
proposals are not unusual in the opening
weeks of a session. However, they symbolize
a regrettable retreat from the example set
in 1at year's tax Act, which eliminated sev-
eial tax preferences and restricted a number
of others. Even worse are the powerful spe.
cial interest attacks on one of the 1982 Act's
most important provisions, which would im-
prove taxpayer compliance through with-
holding on interest and dividend income.
Common Cause strongly urges you to pro-
tect this feature of the Act, and to continue
the work begun last year to reduce inequita-
ble tax preferences.

That is the general thrust. I think it
is worth noting.

The letter continues:
Common Cause is especially concerned

with current efforts to repeal withholding
on interest and dividend income. According
to the Joint Committee on Taxation, with-
holding will raise nearly $20 billion over the
next five years and increase taxpayer com-
pliance on interest and dividend income—
compliance that is now less than 90 percent,
compared to 99 percent for wage income.

Withholding is justified. It treats Interest
and dividend income In the same manner as
wage income by withholding taxes at the
source, as income is paid, rather than col-
lecting them at the end of the year. It also
promotes equity among Income groups be-
cause those who receive substantial Interest
and dividend income are disproportionately
upper-income taxpayers.

I might also state we now have end-
of-the-year withholding on interest
and dividend income.

It goes on to say, "Unfortunately"—
and I think it is unfortunate—

Unfortunately, financial institutions are
trying to frighten Americans into opposing
this equitable instrument of compliance.
Unwilling to help the government collect
taxes—a responsibility most employers and
retailers have shouldered for decades—fi-
nancial institutions have mounted a massive
campaign against withholding. Using such
deceptive slogans as 'ten percent of the
money you earn in interest is going to disap-
pear * *

I shall just put this ad ih the
RECORn, although it will not show up
in the RECORD the way it did in all the
newspapers around the country. You
can read "DIS," and you can read
'APP," but you cannot read "EAR."

That is going to scare anybody, to
say 10 percent of their money is going
to disappear. I Imagine a lot of people
would reach for their pens to write
their Congressmen a letter. Common
Cause continues:

They have implied that withholding will
deprive depositors of substantial income
beyond what they already owe the govern-
ment, and n,ay even drive them to financial
ruin. That, of course, is not true.

it is not Senator Dou suggesting It
is not true. This is an independent,
outside group saying it is not true.
And it is not true.

The letter continues:
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The Treasury has estimated that the

actual cost of withholding to taxpayers—the
loss of compounded interest—will be one-
half of one percent of the interest they
would otherwise have earned, or about 50
cents on a $1,000 account.

I ask unanimous consent that the
entire letter be printed in the RECORD,
and the advertisement I mentioned.

There being no objection, the mate-
rial was ordered to be printed in .the
RECORD, as follows:

COMMON CAUsE,
Washington, D.C., March 9, 1983.

D SEiiAroa: The first two months of
the 98th Congress have witnessed the mtro.
duction of hundreds of bills to create new
tax preferences and expand existing ones.
Certainly such proposals are not unusual in
the opening. weeks of a session. However,
they symbolize a regrettable retreat from
the example set in last year's tax Act, which
eliminated several tax preferences and re-
stricted a number of others. Even worse are
the powerful special interest attacks on one
of the 1982 Act's most important provisions,
which would Improve taxpayer compliance
through withholding on interest and divi-
dend income. Common Cause strongly urges
you to protect this feature of the Act, and
to continue the work begun last year to
reduce inequitable tax preferences.

It is no longer possible to pretend that tax
preferences are a costless way of achieving
government objectives. They reduce rev-
enues and cause much of the inequity hi the
tax system. Therefore, Congress must care-
fully scrutinize all new tax breaks and elfin!-
nate many unjustified existing ones. Those
deemed absolutely necessary must be recog-
nized as a form of government spending,
with resulting revenue losses reviewed pen-
odically and recovered elsewhere if growing
deficits are to be contained.

Common Cause supports changes in the
federal tax system that would broaden the
tax base and greatly reduce the number of
tax preferences. Last year's tax Act-the
Tax Equity and Fiscal Responsibility Act of
1982 (TEFRA)—made Important progress In
this direction. While it did not solve all of
the tax system's problems, it did restrict
several of the most inequitable tax prefer-
ences. In doing so, the Act has slowed the
steady erosion of the tax base and accretion
of deficits that previous tax measures—par-
ticularly the 1981 tax bill—had exacerbated.
In addition, several important features of
the Act have encouraged greater compli-
ance, especially among those taxpayers who
have escaped paying their fair share
through the use of tax shelters or receipt of
non-wage income. Together, these provi-
sions constituted an Important first step In
rebuilding a tax system too often perceived
as benefiting the wealthy and Influential at
the expense of the average taxpayer.

Unfortunately, there is a danger that Con-
gress will ignore the change of direction
that TEFRA held out for the public. Al-
ready, legislation has been introduced to es-
tablish new tax breaks for fraternity
houses, firearms purchases, retirement
income, domestic automobile purchases,
gambling income, fire alarms, stock pur-
chases, and cigarettes. Legislation has also
been introduced that would expand an ex-
isting tax break by shortening the holding
period for long-term capital gains. These
tax breaks are directly antithetical to the
philosophy embodied in TEFRA: that we
should help to reduce deficits by improving
tax compliance and restricting tax prefer-
ences. Congress should not retreat from
that philosophy.
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Common Cause Is especially concerned

with current efforts to repeal withholding
on Interest and dividend income. According
to the Joint Committee on Taxation, with-
holding will raise nearly $20 billion over the
next five years and increase taxpayer com-
pliance on Interest and dividend income—
compliance that Is now less than 90 percent,
compared to 99 percent for wage income.
Without the additional compliance that
withholding will bring, honest taxpayers
will have to face higher taxes or fewer serv-
ices in order to reduce government deficits.
And, without improving compliance with
our tax laws, there is danger that taxpayers
will continue to lose faith in a tax system
that relies fundamentally on voluntary co-
operation.

Withholding Is justified. It treats interest
and dividend income in the same manner as
wage income by withholding taxes at the
source, as income Is paid, rather than col-
lecting them at the end of the year. It also
promotes equity among income groups be-
cause those who receive substantial interest
and dividend income are disproportionately
upper-income taxpayers.

Unfortunately, financial institutions are
trying to frighten Americans into opposing
this equitable Instrument of compliance.
Unwilling to help the government collect
taxes—a responsibility most employers and
retailers have shouldered for decades—fi-
nancial Institutions have mounted a massive
campaign against withholding. Using such
deceptive slogans as 'ten percent of the
money you earn in interest is going to disap-
pear," they have Implied that withholding
will deprive depositors of substantial income
beyond what they already owe the govern-
ment, and may even drive them to financial
ruin. That, of course, Is not true. The Treas-
ury has esUmated that the actual cost of
withholding to taxpayers—the loss of com-
pounded interest—will be one-half of one
percent of the interest they would other-
wise have earned, or about 50 cents on a
$1,000 account.

Withholding is neither dangerous nor
i.i1nous. The Improved compliance it brings
will reduce federal deficits and introduce
more fairness into the tax system. Congress
should not bow down to the pressure of spe-
cial interest scare tactics. Instead, it should
expose the misinformation behind the
repeal campaign and defend last year's legis-
lative achievements.

The American public is looking to Con-
gress to rebuild our nation's deteriorating
tax system and to reduce our huge deficit in
ways that are reasonable and fair. TEFRA
neither eliminated the inequities of the tax
system, nor solved the deficit crisis; but it
did make an Important step in the right di-
rection. Common Cause urges you to contin-
ue in that direction by further restricting
unfair tax preferences, and preserving the
requirement for withholding on interest and
dividends.

Sincerely,
FaED WERTHEIMER,

President.

WARNING: 10 PERcENT o THE MONEY You
EARN IN INTEREST Is GOING TO DIs4U'p
Recently, Congress quietly passed a with-

holding law that will cost American savers
and investors the use of 10 percent of their
interest and dividends.

In simple terms, effective July 1st, 1983,
this new law requires banks and other fi-
nancial Institutions to deduct 10 percent of
the interest or dividends you earn on your
savings and investments. That money then
goes to the Internal Revenue Service in
much the same way as payroll deductions
are now handled.

The sponsors of this law have told us it
was designed to catch a small minority of
Americans who evade taxes on their interest
and dividends. But the truth is the law pe-
nalizes the great majority of America's
savers and investors who pay their taxes
faithfully. What's more, the federal govern-
ment is now receiving all the necessary in-
formation to curtail tax cheating.

Though the law does include exemptions
for some low income and elderly Americans,
if they go through the red tape of filing an
application, most savers and investors will
forfeit some of the money they could earn
in compounded interest.

We urge you to Join our efforts by writing
letters to your representative in Congress
and to the two senators from this state. Tell
them you want the 10-percent withholding
tax repealed, because it would impose an
unfair penalty on savers like yourself.

For assistance in contacting your repre-
sentative and senators plea.e ask any of our
bankers. If we all act now, Congress will get
a clear message from the voters back home,
and they will work to repeal this needless
law.

Mr. DOLE. Mr. President, that is an-
other indication that once the people
have been alerted and once there has
been an opportunity—that is all we
ask, an opportunity to stand up and
debate the issue of withholding.

Talk about frightening those out in
our States. I think they have fright-
ened a number of Members of Con-
gress who voted for the withholding
and the tax bill last year into rushing
to repeal withholding.

The Senator from Kansas is willing
to support the President on this issue,
because I think the President is right.
I say to my friends in the American
Bankers Association, In the banks
across the country, the S&L's, and the
credit unions, If there Is any willing-
ness to discuss this Issue, then we
ought to discuss it. The Senator from
Kansas does not detect any willingness
to discuss the issue.

When you put millions of dollars
into a deceptive campaign, you want to
see it work. That investment did not
come out of the bankers' salaries, I
bet. It probably came from their de-
positors.

They have a right to oppose it, but
they ought to tell the truth. We had
ads In the Topeka Capital that cost
$4,000 to run, showing Uncle Sam
dripping with diamonds, saying, "This
time they have gone too far." Then
they want to ta'k about the withhold-
lug tax. It is not a withholding tax, it
is withholding of taxes on interest and
dividend income that you owe.

The Senator from Kansas does not
underestimate the power of the
American Banking Association. They
have it. They know how to use it. But
I am willing to warn others on this
floor, ifwe succumb to. the efforts of
this powerful lobby, just get ready for
the next one because, if the banks can
send In a million pieces of mail or a
half million pieces of mail to one Sen-
ator, I bet there is somebody out there
who has even more money than the
bankers. I cannot think of anybody
offhand, but somebody out there prob-
ably has more money and a, bigger

March 21, 198
lobby than the bankers of this coun-
try.

I do not want to get into the effec-
tive tax rates banks pay, but it is not
very much. The 20 largest banks paid
an effective tax rate of about 2 per-
cent. Some had negative tax rates.
Giant, billion dollar credit unions paid
no tax on their worldwide operations.

If you looked at the chart in the
New York Times a few days ago, it
showed all these companies and the
taxes they paid. Most companies paid
20 percent, 25 percent, 40 percent.
Most individuals paid 20 to 25 percent.
What do the banks pay, the 10 largest
banks? Two percent. So they have a
lot of money to spend for lobbying ac-
tivities, and they spent a lot on this ac-
tivity. But 1.1 they do it and get away
with it, as they are trying to do, then I
think we must get ready for the next
mass mailing.

Others who disagree with me on the
merits of this issue join me in criticiz-
ing this lobbying blitz.

Senator Gw favors repeal of with-
holding, but as chairman of the Bank-
ing Committee he issued a statement
last week saying he did not agree with
the massive campaign the American
Bankers Association was undertaking.

I think the distinguished Senator
from West Virginia, the minority
leader, indicated he was not totally
pleased with this massive mail cam-
paign, although he, too, favors repeal
of withholding.

Now, In the Washington News is a
comment that I think deserves notice,
but the Senator from Kansas, when-
ever the majority leader arrives, is
willing to yield to him.

Mr. MELCHER. Will the Senator
yield briefly?

Mr. DOLE. I want to put this little
bit in the RECoRD. I would not want to
forget it.

The credit unions have a little maga-
zine called Washington News. CUNA
Supply printed 8 million statement
stuffers, 4 million response cards ad-
dressed to Senator ROBERT DoxE and
Representative DAXIEL Rosri-
KOW5KI, and 2.8 million response cards
that CU members can send to their
own Members of Congress, so we are
in the privileged class. I get 8 million
statement stuffers and I get 4 million
response cards. That adds up to 12 mil-
lion. I am not certain how somebody
can answer that mail. But if we do
2,000 or 4,000 a day—I have 4 years
left on this term—we might be able to
start answering some of that mail—8
million. And the credit unions are tax
exempt. They do not pay any taxes.
Even though we have credit unions of
almost a bifilon dollars in assets, with
worldwide 'operations, they pay zero
taxes. It bears noting that even the
commercial bankers pay slightly more
tax than the credit unions. So they
can afford to have 8 mfflion stuffers,
whatever they are, and 4 million re-
sponse cards.
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Now, it seems to this Senator that

we ought to answer this question: If
the banks and the others are so con-
cerned about their depositors losing 50
cents, or less, on $1,000 accounts as
they have indicated they were in all
their ads, I again ask the bankers and
the S&L's and others, "If that is the
case, why can't somebody walk Into
their bank and buy a money market
fund for $500?" They eannot, of
course; they have to have at least
$2,500.

The reason is simple. If you do not
have $2,500, you leave your money in
passbook savings and that pays 5.5
percent. By contrast, the money
market funds pay 8 to 9 percent. The
bankers are making a lot of money be-
cause they keep the money market
certificate high, which keeps out most
working people who must keep their
savings In passbook accounts. The
banks make high profits because they
loan out that passbook money at 8 or 9
or 10 or 11 or 12 percent.

I believe that if the banks really
want to help, I would be willing to
delay this for 6 months. In fact, if the
motion to table fails, we have a bar-
gain that we think you will want to be
aware of. It would be my hope that
the motion to table the repeal amend-
ment passes, but, if not, then the Sen-
ator from Kansas would hope to offer
a second degree aniendment. We
would go along with that delay. We
would delay the implementation of
withholding and we would amend sec-
tion 308A of the Tax Equity and Fiscal
Responsibility Act of 1982:
by striking out June 30 and Inserting In lieu
thereof December 31; Provided, however,
the foregoing delay shall take effect only If
the average prime Interest rate charged by
the Nation's 10 largest banks Is 6 percent or
less on June 30, 1983, and that delay shall
remain In effect only as long as that prime
rate remains below 6 percent.

It would seem to me, if you really
want to help the American people and
the economy, that you may even want
to accept this amendment. Then we
can really talk about what banks can
do for the American people.

We have been told for a long time
that there is no reason for the prime
rate to be 11 or 12 percent and a lot of
people can buy homes and a lot of
people can buy cars if the banks would
lower their interest rates.

The inflation rate is 4 percent, and
the interest rates are still 12, 13, 14,
and 15 percent. Someone is making a
lot of money at the expense of a lot of
American taxpayers. If we are so con-
cerned, as I know the banks are, then I
think we ought to couple with this
delay a real incentive for the banks to
eliminate withholding. The banks ad.
vertise all these incentives for savings.
This would be a real Incentive.

So If the motion to table fails, as I
hope it will not, then I would hope, if I
can be recognized, that we might offer
a second-degree amendment that
would really help the bankers and the
American people, because I do not
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think we just want to help one special
interest group with a multimillion-
dollar media campaign and multimil-
lion-dollar political action committees.

I would like to find out some day
how much money the 14,000 cominer-
cial banks have spent on this cam-
paign. I bet it is staggering. Incidental-
ly, none of those expenses are deduct-
ible. I doubt it could ever be computed
how many millions of dollars were
spent by the banks at the direction of
the American Bankers Association on
this campaign.

I am certain the Senator from Mon-
tana wants to lower interest rates. I
think every Senator wants to lower in-
terest rates. Those who want to delay
withholding certainly want to lower
interest rates. The Senator from
Kansas Is even willing to delay with-
holding until we get the prime rate
down to 6 percent. We might even
make it 7 and really give them an
edge. But if we could do this, then we
really have made a contribution to the
banks and the S&L's and credit unions
and, above all, the taxpayers and the
people out here paying those high in-
terest payments, people who cannot
buy a home. People are being driven
out of business, and there are record
numbers of bankruptcies, because of
high interest rates.

That is another item I should like to
discuss more fully when the starting
debate starts on April 15.

But while I am waiting for the ma-
jority leader——

Mr. MELCHER. Will the Senator
yield briefly while he is waiting for the
majority leader?

Mr. DOLE. We hear all these things
about costs, the banks saying this is
too costly, even though they privately
tell you that cost is not even a prob-
lem because they get what we call a
float. They get to hang on to the with-
held money long enough to recover
their costs. They earn interest on the
money they hold. We hear all these
exaggerated claims about $2 billion of
$1 ½ billion or $3 billion. They would
make you think that this is going to
cost more than will be cOllected
through the withholding process.

I should like to include in the
REcoiu a letter I received from Treas-
ury Secretary Regan dated March 15
in which he says:

I am concerned about certain exaggerated
estimates of the costs financial Institutions
may Incur to Institute withholding on Inter-
est and dividends.

Now they are talking in the neigh-
borhood of, I think, $3 billion. We are
talking about thousands and thou-
sands of banks.

The total cost just to put this with-
holding system into place where it is
going to remain, hopefully, for a long
time and collect $20 bfflion Over the
next 5 years and bfflions and billions
and billions over the next decade, the
next 20 to 30 years, the total startup
cost, according to the Treasury De-
partment, Is going to be only $600 mil-
lion to $700 million, which is about a
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third or less than the industry esti-
mates, and these costs can be offset by
the extended float allowed on with-
held amounts and by the income tax
deductions available for such costs—at
least for those financial institutions—
other than the big banks and credit
unions—that actually pay any Federal
income tax.

Secretary Regan continues:
Since we have so llttle data, we cannot be

certain that the total startup costs are
within that range. Nonetheless, it does
appear certain that startup costs are only a
fraction of the claimed $3 billion.

Someone said, "AU you have to do is
hire more IRS agents."

As I understand it, we average about
a 2-percent audit, and to recover this
much money through the audit proc-
ess, you would have to audit perhaps
as many as 20 percent of all tax re-
turns—i out of 5. That incresed audit
activity would cost the Federal Gov-
ernment about $3 billion.

Then, there Is talk about IRS har-
assment. If you. are auditing every
fifth tax return, we would be flooded
with real letters, from real people,
about real harassment from the IRS.
and we are trying to avoid that. With-
holding is the least intrusive means we
have.

• Mr. President, I ask unanimous con-
sent that this letter from the Secre-
tary of the Treasury be printed in its
entirety in the REcoiu.

There being no objection, the letter
was ordered to be printed in the
REcoiu, as follows:

Tn SECRETARY OF THE TREASURY,
Wa3hington, March 15, 1983.

Hon. Robert Dole,
C7iairinan, Senate Finance- Committee,

Wa3hington, D.C.
Dw Mit. CuurAx: I am concerned

about certain exaggerated estimates of the
costs financial Institutions may Incur to in-
stitute withholding on interest and divi-
dends. while precise estimates of the costs
that will be Incurred are not available, some
0g the figures that have been discussed can
be clearly shown to be exaggerations.

Estimates of the total startup costs of $3
biUion are greatly overstated. Such esti-
mates are accounting cost allocations rather
than estimates of genuine incremental costs
that would be incurred even without the
new withholding law. True incremental
costs will be significantly below cost esti-
mates that include all allocated costs.

A few banks, ranging from small to very
large institutions, have informally and con-
fidentially suppiled the Treasury Depart-
ment with their estimates of the administra-
tive startup costs of withholding. We have
far too little data, to constitute a useful
sample, but for those banks on which we
have figures, true incremental startup costs
appear to average less than $2.00 per ac-
count. If this small number of banks Is rep-
resentative of all payors of interest and divi-
dends (including banks, savings and loan in-
stitutions, mutual savings banks, and credit
unions), then total startup costs would be
approximately $600-$700 million. These
costs can be offset by the extended float al-
lowed on withheld amounts and by the
income tax deductions avaUable for such
costs. Since we have so llttle data, we cannot
be certain that total startup costs are within
this range. Nonetheless, it does appear cer-
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tam that startup costs are only a fraction of
the claimed $3 billion.

If enough resources were allocated to the
Internal Revenue Service to provide the
same improvement in compliance and to col-
lect the sanie additional revenues as will be
collected under withholding, the costs to
the Government would be well above the es-
timated $600-$700 million in costs to finan-
cial institutions to Institute withholding.
Small increases In IRS enforcement efforts
may recoup relatively high revenues per
extra dollar of IRS costs. The enormous in-
crease in IRS audit activity that would be
needed to raise $3 billion (an increase In
audits by well more than 200 percent)
would, however, Inevitably result in much
lower additional revenues per dollar of IRS
costs. Indeed, the incremental IRS costs re-
quired to raise the almost $3 billion a year
in revenues gained from withholding would
be well above $1 billion, perhaps as much as
$2 billion. Further, this additional effort
would involve such a dramatic increase in
IRS staffing that it would take several years
for the IRS to add and train the needed
agents.

It must be remembered that attempts to
reduce noncompliance through greater IRS
efforts myolve significant cost to the IRS.
These arise from the burden more than two
million additional audits will impose on tax-
payers' time and resources. Inevitably these
audits will Inconvenience many taxpayers
who have correctly paid their taxes.

In contrast, withholding on interest and
dividends only requires those taxpayers wo
correctly pay their taxes on interest arid
dividend income to pay some of those taxes
during Interest and dividend income to pay
some of those taxes durIng the year rather
than at the time that they file their returns.
Requiring those who receive interest and
dividends to pay a portion of their taxes as
prompt'y as wage earners pay Is not, in my
View, unfair.

I recognize that banks must Incur some
costs to institute a system of withholding on
interest and dividends. As I stated above,
those costs have been frequently exaggerat-
ed. Nonetheless, there is legitimate concern
that we not Impose an undue burden on the
banking system. If, at some later time, it Is
reliably demonstrated that the true there.
mental costs that most banks must incur ex-
ceeds the value to the banks from the ex-
tended float on the withheld amounts that
has been allowed, then I would support al
lowing the extended float for a longer
period.

Sincerely,
DONALD T. REGA1.

Mr. MELCHER. Mr. President, will
the Senator yield for a question, a pro-
cedural question?

Mr. DOLE. Yes, I yield only for a
question, not for the purpose of any
amendments.

Mr. MELCHER. In view of the fact
that the Senator is watting for the ma-
jority leader, I wonder if he would
object to my responding to some of
these points for 5 minutes. Would that
be objectionable, before there is fur-
ther procedure?

Mr. DOLE. I have no objection to
the Senator from Montana respond-
ing, if there is a unanimous-consent
agreement that there will not be any
amendment or modification of the
pending amendment and that the Sen-
ator from Kansas will not lose his
right to the floor.

I want to conduct a debate with the
Senator. I commend the Senator for
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his objectivity. But I do not want to
disturb what I consider to be the ap-
propriate way to approach this, and
that is a motion to table. If that fails,
the Senator from Kansas would like to
retain the right t.o offer an amend-
ment.

Mr. MELCHER. CertainW.
The PRESIDING OFFICER. Is

there objection? The Chair hears
none, and it is so ordered.

The Senator from Montana.
Mr. MELCHER. I thank the Sena-

tor.
Mr. President, first of all, I point out

that the provision in the 1982 bill for
this withholding of taxes on interest
and dividends passed by a vote of 49 to
48, a very tight vote, and absentees in-
dicated that had they been present
and voting, they would have voted
against it, which would have defeated
it, and it would have been removed
from the bill.

The prospect of what we are going
to do on April 15, when the Kasten
amendment for repeal is brought in
the Senate, is .rather dim—what the
final outcome of that would be if the
Senate would adopt ft as a part of an
extraneous bill and send. it to the
House. It is not clear that the House
would agree to it at all or, for that
matter, that the House even would
take it up. As a matter of fact, its
future on April 15 Is very obscure, no
matter what the Senate would do at
that time.

The purpose of this amendment is
simply to allow a longer period of time
than April 15 to see what really hap.
pens and to give both the Senate and
the House some change of action on
this before it is locked In, perhaps for-
ever—not necessarily—but locked into
the procedures of withholding these
taxes. Once they are withheld, there is
a tendency to leave them alone.

It is bad enough trying to repeal
something we did just last summer,
without contemplating what might
happen after the whole procedure got
in motion.

It is clear that there would be $1.1
billion lost In fiscal 1983 from rev-
enues If my amendment were to be
adopted and accepted by the House
and became part of the law. In other
words, a delay of 6 months Is going to
lose, for fiscal 1983, $1.1 billion in rev-
enue; but during this time, we will
have the chance to decide whether
this was wise and whether there are
better ways of gaining revenue that is
needed.

I am advised by the Joint Committee
on Taxation, which states that today
the Treasury Department agrees with
the $1.1 billion estimate for fiscal 1983
in revenue loss, that in fiscal 1984 the
figure would be $300 million.

It is not my contemplation and it is
not my purpose in offering the amend-
ment that we lose revenue. It is merely
my purpose in offering the amend-
ment that the Senate and the House
have sufficient time to discuss this
very thoroughly and consider it and
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see whether we want to reconsider it,
possibly repeal it, or modify the provi-
sion.

The third point I should like to
make is with respect to the question of
the large banks and what their pur-
pose has been on this amendment. I
simply do not know. I believe that
most of the large banks, what people
refer to as large banks—such as Bank
of America, Chase-Manhattan, and C-
tibank of New York—are in favor of
retaining this withholding provision.
They are not for repeal, so far as I
know. It is my understanding that
they are against repeal. So I do not be•
lieve we are hearing from them with
fictitious or false advertising or any in-
fluence on Members of the Senate or
the public at large, saying, "Let's
repeal it." I do not think that is their
position. I think their positionis that
we should retain it.

Fourth, the point has been made
about W-6 forms. This is the form
that a person who wants to be exempt
from this withholding would fill out
and file with their institution. We
have inquired in Montana whether
they are available at the banks, sav-
ings and loans, and credit unions—
those three groups—and we are ad-
vised that, as of last Friday, they are
not available.

So it points out the fact that this is
a process that takes a lot of paperwork
and a lot of time and a lot of delay. I
think my amendment has some merit
just for their• sake in getting out the
W-6 form. Who is "they"? The Treas-
ury Department, in sending out the
W.-6 forms. If we do not reach them in
the next 30 days, maybe the time will
be a little short for sending them out
byJulyl.

Fifth, the point has been made by
the Senator from Kansas, very elo-
quently, that he is supporting the
President in this endeavor to block
any delay of reconsideration. I will
read Into the RECORD a portion of the
Republican platform of 1980:

We also oppose Carter proposal to impose
withholding on dividend and interest
Income. They would serve as a disincentive
to save and Invest and create needless pa-.
perwork burdens for government, business,
industry, and the private citizen. They
would literally rob the saver of the benefits
of interest compounding and automatic divi-
dend reinvestment programs.

I have received a lot of letters, and
evidently they are from Republicans
who are following the Republican
platform, because some of these let-
ters almost repeat what this platform
statement says. I seldom receive a
letter saying, "I am a Republican" or
"I am a Democrat,' but I have to de-
termine that a lot of people writing
me are Republicans. They are saying
exactly what the Republican platform
said in 1980.

Also, I point out that the Senator
from Kansas, the chairman of the Fi-
nance Committee, very profoundly
stated, In a consideration of last year's
tax bill:
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I would like to note at the outset that

these proposals generally do not substitute
a mandatory withholding system *

He Is speaking about the withhold-
ing on the interest and dividends from
savings and investments.

He said:
I would like to note at the outset that

these proposals generally do not substitute
a mandatory withholding system for a work-
ing Information reporting system and does
not do so In particular with respect to inter-
est and dividend payments. I believe that
such proposals may be premature until we
have seriously tried to Improve our informa-
tion reporting system.

It is a fine system, and it was true. I
think it is obvious that our reporting
system has not been addressed ade-
quately.

Mr. DOLE. Mr. President, will the
Senator yield? I did not get whose
statement that was.

Mr MELCHER. It was the state-
ment of the Senator from Kansas.

Mr. DOLE. That was in reference to
the compliance bill we introduced. The
Seiiator Is correct—that did not In-
clude interest and dividend withhold-
ing. We included some compliance
measures. It was a separate measure
that that the President included in his
budget.

Mr. MELCHER. It was on the tax
payer compliance improvement, of
1982. The Senator is correct. It was
said in March 1982, a few months
before we adopted this provision In
the tax bill. The Senator is correct.

It is not really my intention to hold
up the social security bill. I should
just like to have a vote on this. It is
not an earth-shaking amendment. It is
a delay as to when the withholding
will take place on interest and divi-
dends of individual taxpayers. It
tracks what the Treasury Department
has already announced, the delay they
are going to have on the reporting of
interest payment- from Tresury notes
and Treasury bonds and from some
other bonds that are handled by
States and for that matter other
groups that sell bonds.

So it is not meant at all to hold up
this bill but is merely an opportunit
to make sure there is time for a proper
review by Congress of the question.

I trust that the Senate will accept
my proposal or at least consider my
proposal for delay as a fair method of
representing taxpayers.

The first group of taxpayers that I
am thinking about are those who al-
ready paid all their taxes and are
having the taxes withheld from their
wages or from their salaries and who
know they pay them all and many of
whom already pay more through the
withholding process.

As to 75 percent of those people, I
am told, there is already over with-
holding. In other words, more is with-
held from the taxes than are due and
they have to file for a refund.

That is exactly to the point of the
taxpayer of this particular person to
whom I referred earlier who is the
wife of my aide, who is sitting right
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with me, and who Is a schoolteacher
who learned that there would be a
withholding program when she re.
ceived her notice from the Treasury
Department with a refund check.

The notice was a 662A which ex
plains that recipients of interest and
dividends will be faced with a new
withholding program which begins on
July 1.

That happens to be the first time
that she was aware of the actual pro-
posal that is now law and will go into
effect July 1, and she says to my aide,
her hus1rid:

Can't you get Senator MELCHER to do
something about that because I have al-
ready paid more than I should and this will
be something more that was added to it that
will be withheld and I will just have to refile
for that much more?

That Is one group.
The second group that are particu-

larly concerned, judging from the com-
ments I received and the letters I re-
ceived, appear to be the elderly. I will
read this short letter which Is typical.
It says:

Would you please work to repeal the 10
percent withholding provision of the "Tax
Equity and Fiscal Responsibility Act of
1982"?

The net result of this provision Is to cheat
the small investor out of his money for up.
to 1½ years at a time, while waiting for a
tax refund. And believe me, I don't like
being cheated.

My wife and I scrimp and save each
month so we can put money aside for retire-
ment. We need to be able to compound our
Interest so that when we do retire there Is
enough to live off

My wife and I fully reaiize that by the
time we retire, the Social Security system
will be bankrupt, and we will get little or
nothing back that we put in. I've read that
Congress doesn't trust Social Security for its
retirement program and frankly I don't
either. Anyone with a high school education
can look at the numbers and figure that out
for himself.

So please—allow us—the little guys to
keep one opportunity to save for ourselves
and provide for ourselves.

Please repeal the 10 percent withholding
provision of the "Tax Equity and Fiscal Re-
sponsibility Act of 1982."

Of course, he appears to be elderly. I
am not sure. They say they are saving
for their retirement. But, neverthe-
less, they are thinking about earning
from interest and what it would mean
if some of their taxes are withheld.
They could file and get them back,
this is true, and I am not trying to
apply that they are not going to get
their full credit for their money. They
certainly are.

These points lead me to believe that
the amendment is sound, fair, and
equitable to all and above all fair to
the taxpayers who are writing these
types of letters so that we can be sure
that we have given them adequate
consideration.

I hope the Senate can agree to the
amendment. I realize the constraints
of time, and I hope that we can have a
resolution of this problem very quick-
ly.
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Mr. DOLE. Mr. President, I think we

will be ready to vote in a few mo-
ments.

I shall read an editorial that ap-
peared in the Minneapolis Star and
Tribune on March 16 by Jim Klobu-
char, apparently an outstanding col-
umnist. At least, he is on the right
side.

Before I do that, I wish to thank the
Senator for reading that letter about
the social security system going bank-
rupt. That is why we are trying to con-
vince the Senator not to hold it up. It
is about to go bankrupt and we want
that couple to get their social security
check.

Mr. MELCHER. Mr. President, If
the Senator will yield, I think I made
it abundantly clear that I have no
desire to hold up the bill.

Mr. DOLE. That is what Senator
KASTEN said.

Mr. MELC}iER. I think it is a good
point to adopt this amendment so we
know exactly where we are and go on
with the remainder of the bill knowing
we have plenty of time considering
this matter.

Mr. DOLE. I appreciate that. I know
the Senator does not want to hold it
up too long.

This column from Jim Kiobuchar
says:

The money wizards around town have
been telling me fOr days that the federal
government Is about to stomp out the last
ember of liberty and decency by putting a
tax withholding system on the money we
make from investments.

They are furious because Fm having trou.
ble absorbing the purity Of their intentions
and logic.

Two days ago I was ostracized from a
steam room where we have gathered as
peers for years. Two of the others were
bankers and one was a broker. We have
been pals and confidantes, brothers in the
struggle against sloth and overweight.

They shunned me unanimously when the
talk got around. to withholding on interest
and dividends.

They began politely by calling me igno-
rant. As a variation they called me barbaric..

From there it got personal.
They accused me of giving comfort to

those who would rip out the fabric of the
American savings ethic and they asked, par.
enthetically, if I also was ready to support
incest and rabies.

All of them, Republicans, accused me of
being hypnotized by Ronald Reagan.

Stricken mute, I groped for the door.
Meditation seemed to be the only sensible

escape. What was there in this sImple prin-
ciple of tax collection—one we have lived
with for more than 40 years without geno-
cide—that could create such conversational
carnage?

I telephone Ditta Maly, a paralegal secre-
tary of long acquaintance at one of the local
law firms.

"Ditta." I said, "as I understand it, all
that's involved here Is extending the income
tax withholding principle to savings and m
vestments. The banks and the savings and
loans and brokerages would withhold 10
percent of what the investor earns in inter-
est and dividends. The government believes,
with some evidence, that there are people
who actually chisel on those earnings. So
the government figures it can take in $4 or
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$5 billion more a year In taxes that aren't
being paid now, and also make use of the
money sooner, which is what it already does
on income taxes."

She said this more or less squared with
the facts, yes.

"So why are so many people sounding as
though they thought they're about to be
disemboweled?"

"U you want to be unpopuIar" she said,
"tell the people you think this dividend
withholding is OK. From all the calls we've
gotten from our tax clients, a lot of them
are feeling that they're being deprived of
one of their lights."

But their right to what?
A certain amount of creative amnesia In

the filing of Income tax reports Is not exact-
ly unheard of In this country.

Still, most citizens try to report accurate
ly.

One Of their hovering suspicions and wor-
ries is that the next guy might not. Worse,
he might be getting away with it.

The income tax withholding eased one of
those suspicions and made the income tax
substantially more democratic.

What's different about dividends and in
terest?

The banking industry is arguing that it'a a
bleeding shame because, in the language of
one of the form letters it has put in the
hands of thousands of its customers, "it's
unfair to those of us who have always paid
our taxes on interest."

How is it unfair?
If we're talking about poorer people and

older people, anybody can file an exception.
It's a piece of work, sure. But sols paying an
extra tax share for the $5 billion or so being
chiseled or slopped away unintentionally by
investment earners.

If we're talking about using that interest
money now, instead of turning over some of
it to the govefnnient before the deadline,
how much of an oppression is that for the
average investor?

For most of us, it is pretty small change.
But there is literature coming out of the

money houses that makes it sound as
though this is actually a new tax.

They also are citthg horror stories about
thousands more hours in paper work and
giant new computers, but if you compare
the government's collection predicaments
and budget goals with those of any corpora.
tion you deal with, you have to give the gov-
ernment the same allowances.

The gas and phone companies collect from
you every month. Every company is auto-
mated. The newspaper does the same thing.
Some collect before you receive.

It's the way the world spins now, and the
way bills are paid.

So I called one of the chummier of local
banking presidents, Dick Hlllyer of Summit
in Richfield.

"You guys pay an average of 2.7 percent
income tax," I said. "Only the paper and
wood products companies and the crude oil
producers pay less, according to the congres
sional people. Tell me what's so unforgiva-
ble about asking the investment industry to
help the government bring dividend tax col-
lections into the 20th century."

"I personally don't object to ib all that
much," he said. "I think there are better
ways to get those dividend reports to the
government without making us send 10995
to you, and all the rest. I think a lot of
bank8 feel that because of the extra service,
they may have to pass on some of those
charges to the customers."

This is not a virginal concept.
"Will It be a huge imposition on the banks

and brokerages?"
"Well, they scream and yell. You can't

blame them. We all have our own interests.
But they'll survive."
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Which Is more than you can say of the

jobs bill unless some of the congressional
lions rediscover their backbones.

The point of it is after you talked to
the banker, the banker really did not
have that much objection, and I think
that is essentially the case.

Mr. President, I have a lot of other
things I would like to say but, hopeful
ly, will not have the opportunity to
say on this bill.
• Mr. HATCH. Everyone knows that I
am very much in favor of repealing
the withholding of dividends and in-
terest language. However, since Sena
tor KAsTEN has worked out a time cer-
tain and a reasonable bill upon which
to debate this matter, I beUeve the
Senator from Montana should with-
draw this amendment. All he will ac-
complish Is to extend this debate into
the filibuster mode and cause millions
of people, who are afraid of the bank-
ruptcy of social security, to become
unnecessarily concerned.

I would recommend to my President,
and those who advise him, to allow the
repeal of this provision because,
sooner or later, we are going to repeal
it. However, this is not the bill upon
which to debate the matter.

Mr. BAKER. Mr. President, will the
Senator yield?

Mr. DOLE. I yield to the distin-
guished majority leader.

Mr. BAKER. Mr. President, we
really should get on with this bill if we
can. I indicated to the Senator from
Kansas and the Senator from Louis!.
ana, the managers of the bill, that I
still entertain the hope that we can
finish this rneasre tonight. But to do
so we will have to move with more dis-
patch than we have so far. In order to
facilitate that and move things along,
I move to table the Melcher amend-
ment, and I ask for the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There Is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING OPPICER. The

question Is on agreeing to the motion
of the Senator from Tennessee to lay
on the table the. amendment of the
Senator from Montana. The yeas and
nays have been ordered, and the clerk
will call the roll.

The assistant legislative clerk called
the roll.

Mr. STEVENS. I announce that the
Senator from Vermont (Mr. SrAFvoiu)
and the Senator from Wyoming (Mr.
WAI.Lop) are necessarily absent.

I also announce that the Senator
from Oregon (Mr. PAcKwooD) and the
Senator from Maryland (Mr. M&rrnAs)
are absent due to a death in the
family.

Mr. BYRD. I announce that the
Senator from California (Mr. C1N-
STON) is necessarily absent.

The PRESIDING OFFICER. Are
there Senators who have not voted
who desire to vote?

The result was announced—yeas 37,
nays 58, as fOllows:
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[Roilcall Vote No. 36 Leg.)

YEAS—37
Hart
Hatch
Hatfield
Hecht
Heinz
Jackson
Kassebauni
Kennedy
Lautenberg
Laxalt
Leahy
Lugar
Metzenbaum

NAYS—58
Exon
Ford
Olenn
Hawkins
HefUn
Helms
Hoflings
Huddleston
Humphrey
Inouye
Jepsen
Johnston
Kasten
Levfn
Long
Matsunaga
Mattingly
McClure
Melcher
MitcheU

NOT VOTING—S
Packwood waflop
Stafford

Cranston
MMhas

So the motion to lay on the table
Mr. MELCHER'S amendment (UP No.
103), as modified, was rejected.

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, I think
while most Senators are here, we
ought to Just take a minute to under-
stand where we are not gofng if this
amendment Is not eventually disposed
of. That Is, we are not going to finish
any social security legislation this
week. Maybe that Is not Important be-
cause we are coming back April 6. But
it was the understapding of this Sena-
tor that we agreed to debate withhold-
ing on April 15, a free-standing debate
where everyone would have the
chance to debate, offer motions and
modifications, and we could then dis-
pose of that Issue.

But here we are again, with the jobs
bill having been held hostage for sev-
eral days, and now it is the social secu-
rity package. I would just suggest that
I will stay here as long as it takes to
defeat this amendment. If you are not
concerned about social security, if
there is not any real urgency—we have
only worked for a year or year and a
half to put this package together—
then I think we ought to keep playing
the bankers' game.

UP AMENDMENT NO. 104

Mr. DOLE. Mr. President, I send a
second-degree amendment to the desk
and ask for its immediate considera-
tion.

The PRESIDING OPPICER. The
clerk will report.

The bill clerk read as follows:
The Senator from Kansas (Mr. Dou) pro-

poses an unprinted amendment numbered
104.

Moynlhan
Murkowski
Roth
Rudman
Specter
Stennis
Stevens
Thurmond
Tower
Weicker
Wilson

Andrews
Baker
Bingaznan
Chafee
Danforth
Dodd
Dole
Domen1c
Durenberger
Garn
Goldwater
Gorton
Grassley

Abdnor
Armstrong
Baucu
Benten
Biden
oren
BosCWltZ
Bradley
Bumpers
Burdick
Byrd
Chfles
Cochran
Cohen
D'Amato
DeConcini
Denton
Dixon
Eagleton
East

Nickles
Nunn
PeU
Percy
Pressler
Proxnilre
Pryor
Quayle
Randolph
Riegle
Sarbanes
Sasser
Simpson
Symms
Trible
Tsongas
Warner
Zorinaky
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In lieu of the language proposed to be In-

serted by unprinted amendment 103 thsert
the following:

"Delay Implementation of Withholding
on Interest and Dividend Income."

SEC. . Section 308A of the Tax Equity
and Fiscal Responsibility Act of 1982 Is
amended by striking out June 30' and in
serting In lieu thereof December 31;' pro-
vided however, the foregoing delay shafl
take effect only if the average prime Inter-
est rate charged by the Nation's ten largest
banks Is 6 percent or less on June 30, 1983,
and that delay shall remain In effect only as
long as that average prime rate remains
below 6 percent."
SEC. . MINIMUM FOR MONEY MARKET DEPOSIT

ACCOU?4TS.

Section 204(c)(1) of the Depository Insti-
tutions Deregulation Act of 1980 (12 U.s.c.
3503(c)(1)) Is amended by adding at the end
thereof the following: "The Committee
shall not establish or maintarn a minimum
balance requirement higher than $300 for
deposit accounts authorized by this subsec-
tion.".

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, If we are
going to help the people of this
counrtry, here is the way to do it. You
can help your bankers in the process,
and the depositors as well. For all
those people out there who want to
invest In a money market fund but
cannot do it because they do not have
$2,500, this amendment will lower that
to $300. The amendment will allow In-
dividuals to take their money out of
passbooks savings, the 5.5 percent that
bankers never talk about in their ads,
and put it Into the money market
funds at 8 or 9 percent.

I cannot think of anyone on this
floor who would not want to do that
for their constituents. This Is part of
the second-degree amendment. I
cannot think of any of us who want
the high interest rates to stay up
there, particularly those running for
high office, even the U.S. Senate.

This amendment presents a deal
that should be hard to resist. We will
delay withholding, as the Senator
from Montana wishes, If the prime
rate decline to 6 percent. That ought
to be a real Incentive for the banks to
reduce Interest rates in loans. We
know they are not holding up the
rates artificially, at least they tell us
they are not holding up the rates arti-
ficially.

I think we ought to debate this
amendment, unless my colleagues are
prepared to adopt it now.

SEVERAL SENATORS. Vote, vote.
Mr. DOLE. Would the Senator be

willing to accept the amendment?
Mr. MELCHER. Mr. President, I can

only answer the question by saying
that I personally think it is impossible
to get the rates down that fast, but I
would like to hope so.

Mr. DOLE. Well, let us try. We tried
everything else.

Mr. MLCHER. I think this sort of
belies a statement that we want to get
on with the bill. Let us get the vote
over with.

Mr. DOLE. Mr. President, I ask for
the yeas and nays on the amendment.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
SEVERAL SENATORS. Vote, vote.
The PRESIDING OFFICER. Is

there debate? Il not, the question is on
agreeing to the amendment of the
Senator from• Kansas. The yeas and
nays have been ordered and the clerk
will callthe roll.

The bill clerk called the roll.
Mr. MURKOWSKI (when his name

was called). Present.
Mr. D'AMATO (when his name was

called). Present.
Mr. STEVENS. I announce that the

Senator from Vermont (Mr. SmFF0Iu)
and the Senator from Wyoming (Mr.
WALLOP) are necessarily absent.

I also announce that the Senator
from Maryland (Mr. MAmIA5) and the
Senator from Oregon (Mr. PACKWOOD)
are absent due to a death in the
family.

Mr. BYRD. I announce that the
Senator from Florida (Mr. CHILE5) and
the Senator from Cailfornia (Mr.
CIwsToN) are necessarily absent.

The PRESIDING OFFICER (Mr.
Pssi.&). Are there any other Sena-
tors in the Chamber wishing to vote?

The result was announced—yeas 35,
nays 57—as follows:

(Rollcafl Vote No. 37 Leg.]

Abdnor Gorton McClure
Andrews Grassley Metzenbaum
Baker Hart Moynihan
Boschwitz Hatch Pressler
Chafee Hatfield Roth
Cohen Hecht Rudman
Danlorth Heinz Specter
Dodd Kassebaum Thunnond
Dole Kennedy Tower
Domenici Lautenberg welcker
Durenberger Laxalt wilson
Garn Lugar

'i NAYS—57
Armstrong Goldwater Nickles
Baucus Hawkins Nunn
Bentsen Hethn Pell
Biden Helms Percy
Bingaman Hollirigs Proxmfre
Boren Huddleston Pryor
Bradley Huthphrey Quayle
Bumpers Inouye Randolph
Burdick Jackson Riegle
Byrd Jepsen Sarbanes
Cochran Johnston Sasser
DeConcthl Kasten Simpson
Denton Leahy &ennis
Dixon Levin Stevens
Eagleton Long Symms
East Matsunaga Trible
Exon Mattingly Tsongas
Ford Melcher warner
Glenn Mitchell Zorlnsky

ANSWERED "PRESENT"—2
DAmato Murkowski

NOT VOTING—6
Chiles Mathlas Stafford
Cranston Packwood wanop

So the amendment (UP No. 104) was
rejected.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER (Mr.

PRE55LER). The Senator from Kansas
is recognized.

Mr. DOLE. Mr. President, may we
have order?

I think we are making progress. I do
not know how much, yet. I want to see
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how high my colleagues think the in-
terest rates ought to be. We have an
amendment for 7 percent, one for 8
percent. I want to know how high
people want the interest rates to be.
Maybe prime is Just right. I thought it
was high. But we will have a chance to
see. We have really got the Issue fo-
cused now between the bankers and
the people, and that is sort of where
we have been trying to get it for sever-
al weeks. We may not get the social se-
curity biU passed as quickly as I had
hoped, but that maybe all right if
enough of my colleagues believe we
have to protect the bankers and their
interest rates.

Mr. President, I would like to discuss
this for 30 or 40 minutes and give
people a chance to refresh themselves
and then maybe offer another amend-
ment or two on this.

I say, very seriously, I Just do not be-
lieve that this amendment to delay in-
terest and dividend withholding be-
longs on the social security bill. Some
others may disagree with me, but I do
not propose to let it become a part of
the social security bill unless we can
properly amend it to make certain
that we are helping the banks and
their customers at the same time. I
also would point out that the amend-
ment Is still subject to a point of order
under the Budget Act. I think as we
get nearer the deadline for the social
security package Members will under-
stand this Is a very important piece of
legislation which should not be hin-
dered by an additional 6-month delay
on withholding. We have a]ready
agreed to a debate on the withholding
issue with the distinguished Senator
from Wisconsin, which I thought was
done in good faith, and that that
would end the matter for a few weeks
and give us a chance to pass the social
security legislation before the aster
recess.

Mr. President, may we have order?
The PRESIDING OFFICER. The

Senate will be in order.
Mr. DOLE. Mr. President, I do not

want to unduly detain anybody, but I
would like to pass the social security
bill. There are 152 million Americans
waiting for us to pass the social secu-
rity bill.

The PRESIDING OFFICER. The
Senate will be in order. Those holding
conversations will please retire to the
cloakrooms. The Senator from Kansas
Is trying to be heard. Staff who are
conversing will please retire to the
cloakrooms.

Mr. DOLE. We can play the games
on withholding for the next several
days, if that Is what the Members
*ant.

There are a lot of things in this bill
on which the Senator from Kansas Is
trying to accommodate a number of
hIs colleagues, on both sides of the
aisle, but withholding Is not one of
them. It does not belong on the social
security bill.
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If anyone is going to insist on put-

ting It on the social security bill, the
Senator from Kansas has to protect
his rights and protect the social secu-
rity provisions and try to defeat it
somehow. If it cannot be done tonight,
we will try tomorrow. If it cannot be
done tomorrow, maybe Wednesday. If
it cannot be done Wednesday, maybe
Thursday. Maybe sooner or later the
Senator from Montana will be success-
ful, but I must oppose his efforts.

We still have a number of social se-
curity amendments—by the Senator
from Florida, the Senator from Coló-
rado, the Senator from Louisiana, and
the other Senator from Montana. We
thought we had five or six amend-
ments on which there would be roilcail
votes. But until we set this matter
aside, we cannot proceed on the social
security bill.

Mr. President, I do not want to bore
people with recounting the reasons
why we should not be doing this on
this eg1slation, but I would not want
any of my colleagues to leave the floor
of the Senate thinking that we must
inevitably take care of the bankers in
this legislation.

Mr. GARN. Mr. President, will the
Senator from Kansas yield?

Mr. DOLE. The Senator from Utah,
who is the chairman of the Banking
Committee and who supports repeal of
withholding, stood on this floor about
an hour ago and said he did not think
it belonged on this bill. I thank the
Senator for his support. We have an
agreement to debate withholding on
April 15, and he stated he would sup-
port me at this time, even though he
does not agree with my views on with-
holding.

If we are not acting in good faith, if
any of my colleagues thinks we have
reneged on the April 15 agreement,
that would be one thing. But I can
assure my colleagues I am prepared to
uphold that agreement. I must say
however, that I am going to do all I
can to frustrate the withholding
amendment on this bill; and if it is
necessary to put off social security, I
will do the best I can to do that.

I yield to the Senator from Utah.
Mr. GARN. Mr. President, I want to

repeat what I said before we came to
that vote. We totally disagree on that
Issue. I am in favor of repeal. I have
always opposed withholding at source.
It is another example of Government
asking the private sector to do its work
for them. I will vote for repeal when
we get that opportunity. When we get
to AprIl 15, I will vote with Senator
KASTEN, and I will vote with him pro-
cedurally, and I will do everything I
can to repeal withholding. I supported
him last week, not only the substance
but also on the procedural votes, on
cloture. I voted with the Senator on
his cloture motion.

We had a unanimous-consent agree-
ment worked out by the leadership. I
have been here only 8 years, and that
Is a relatively brief period of time, but
I think we have seen the Senate at its
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worst demogoguery tonight because
what I have seen is political position-
mg against an avalanche of mail. To
hell with the Senate or any routine
procedure for social security. We have
to be on record for a 8-month delay;
and when it is going to lose, we see a
bunch of people running down there
to get on the side of the angels. It is
absolutely disgusting, in light of the
agreement to debate this issue sepa-
rately.

Nobody can be more against with-
holding than I, because I am chairman
of the Banking Committee. A lOt of
those letters think it is J?JE GARN'S
fault and not BOB DOLE'S.

Mr. DOLE. I do not think I deserve
all the credit.

(Laughter.]
Mr. GARN. I say it is a revenue

issue, not a banking issue. But I have
received a lot of heat.

This is not the right place nor the
right time to play political demagogu-
ery. We have our opportunity. I said
before to the Senator from Kansas
that If we did not have an agreement,
I would have noted with the Senator
from Montana tonight. If we had not
worked that out, I would do every pro-
cedural thing I could to repeal with-
holding. What is the matter with that?

I used to read about how the Senate
worked. Now, on every issue that
comes up, we have Senators wanting
to get in the press to report what they
are doing. I hope the press will report
tonight what is going on and let the
American people know there is an.
agreement to discuss this issue, up or
down, on April 15, and that some of us
will do everything we can to see that
the Senator from Wisconsin prevails
and that we repeal—not just a 6-
month delay, but repeal.. But here we
have to play with it now on social se-
curity and delay that. I do not under-
stand; I really do not. I have frustra-
tion and irritation with the political
game which goes on on this floor.

Mr. GOLDWATER. Mr. President,
will the Senator yield?

Mr. GARN. I will be happy to yield.
The Senator from Kansas has the
floor.

I do not understand. It is the easiest
political issue in the world to go home
and explain: I voted to table that be-
cause we have a unanimous-consent
agreement to debate it on April 15.

If we have not got the guts to ex-
plain to our constituents that we have
an agreement and we will have an op-
portunity to try to defeat the proce-
dural motions of the Senator from
Kansas at that time—but, no, on
March 21, we have to delay the Senate
so that we can get press. Let the press
report over and over and over that
there was an agreement, by unami-
mous consent, to bring this up on the
reciprocity bill, prejudicing nobody's
rights. In fact, it put us in a better po-
sition to try to debate it and defeat It
at that time. But we have to play
games with it tonight.
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I have not changed my mind. There

is no Senator in this body more op-
posed to the substance of getting rid
of it than I. But I am not going to be
part of the demagogery games for
press purposes, when we can do it on
April 15, 3 weeks away.

So I will continue to support the
Senator from Kansas on procedural
issues until we get to that date, and I
am going to leave it. I am going to go
back to the Senator from Wisconsin
when it can be done in a proper, order-
ly manner.

Let us be statesmen. Let us go Jack
to being a deliberative body, instead of
parading for the press in here.

Mr. DOLE. I thank the Senator
from Utah. I do not want to get all the
credit for this. I know there is enough
to go around. I do not see anybody else
claiming it. I do hope, however, that
the administration will come in more
actively in supporting the President's
1983 budget.

I must say that I do not quarrel with
the right of the Senator from Mon-
tana to offer the amendment. I have
several amendments I am going to
offer to his amendment. I would
rather it not be on this issue, that we
get on with social security. But If it is
the will of the Senate not to pass
social security before the Easter
recess, I am willing to accommodate
that wish. We can all go home right
now. We will not miss many votes on
this package.

I am committed to pass the social se-
curity bill as nearly as we can in the
form recommended. It is not a perfect
package, but I do not think it is helped
any by this amendment.

I yield to the Senator from Arizona
without losing my right to the floor.

Mr. GOLDWATER. Mr. President, I
Just want to comment that I stand
with the Senator from Utah (Mr.
Guuq) on this. I oppose withholding as
strongly as he does.

However, I suggest to the Senator
from Kansas that he is probably losing
this fight himself. I am getting
damned sick and tired of hearing
about the American Bankers Associ-
ation.

I am a stockholder of a bank. My
brother is a director of a bank. I have
not had any mail from any banks. I do
not even get checks from them any
more.

(Laughter.]
I think the Senator should realize

that the American poeple do not like
this, and they do not care where you
put the amendment, whether it is the
15th of next month or now, or wher-
ever you want to Jam it. Sooner or
later, the American people are going
to convince this Congress and the
President that they do not like the
withholding tax, or whatever you want
to call it.

I suggest to my friend that maybe
he should sit dcwn and counsel with
himself in the quiet of some room or,
if the moon is up, maybe out under
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the moon, and maybe decide that his
tactic Is not working.

Mr. DOLE. I say to my friend from
Arizona that I do not question his rn
tegrity or logic when he is debating
Issues, and I do not appreciate his
questioning mine, but that Is a right
he has.

I will say, as long as I have breath to
say it, that I am going to tight to
retain withholdng on interest and
dividends because it is a good provi-
sion. You do not have to agree with
me, but, if not, you should agree that
we should not have withholding on
wages, either, and that repeal of both
will make the tax laws fairer. If you
are going to talk about earned income
and earned income, you can.

I am going to spend my time on the
Senate floor to preserve this provision.

If you have not had any mail from
your banks, you have missed a great
treat, because some of our o4ices are
literally covered with mail.

I will be happy to send some over to
the Senator from Arizona if he wants
some mail. The Senator from Kansas
has lots of mail.

I do my best to accommodate Sena-
tors in this Chamber, and I do my best
to accommodate the President. If the
President calls me and says, "Senator,
forget about withholding," I would not
be offended. It th not a personal
matter with me.

I just repeat again that this is a part
of the President's 1983 budget. I think
it has already been made a part of the
RECORD. We could all get personal
about these things, and I hope that we
do not succumb to that, but it is not
very easy to try to retain this provi-
sion, n the face of this campaign of
preprinted post cards. But I do not be-
lieve any of us were elected just to re-
spond to the this sort of mail.

I know the Senator from Arizona
would not do that. When I supported
him in 1964, it was for that reason.
You have to stand up sometimes even
though it may not be the popular
thing to do.

However; I would emphasize again
that withholding was included in the
President's budget of 1983. It was not
dreamed up by the Finance Commit-
tee chairman, and it is not going to be
frittered away by the Finance Com-
mittee chairman.

The Senator from Kansas may lose
on this Issue, but I will continue to
criticize the American Bankers Associ-
ation for a deceptive campaign, and
they know it is deceptive.

If you read the Washington Post
yesterday, you know it is deceptive.

The Senator from Arizona would not
condone that kind of tactic, and no
one in this Chamber would.

It is a deceptive, shameful campaign
by the American Bankers Association.
That does not mean it is being carried
on by all the banks in our States. I
think that, despite the association's
ads, some of my bankers are beginning
to understand that we are not picking
anyone's pocket, that we are not loot-
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ing their savings, that this is not a new
tax, that peoples' savings are not going
to disappear.

I would say that when the Senator
from Kansas and the Senator from
Iowa, Senator GRAssLEY, put together
a tax compliance bill last year, we did
not include withholding. In fact, the
Senator from Montana referred to a
statement I made at that time about
an hour ago. We knew that if we in.
cluded withholdIn on Interest and
dividends we would create a firestorm.

What we tried to do is what every-
one else is now suggesting that we
should do. We tried to put in enough
other compliance measures to collect
the revenue. But the IRS, the Treas-
ury, and the revenue estimates from
the Joint Tax Committee staff told us
that our compliance bill would not col-
lect the taxes we were trying to col-
lect.

But withholding was in the Presi-
dent's budget at that time. I recall him
telling Treasury Secretary Don Regan
that we would have a hard time enact-
ing withholding. But we had a tough
decision in 1982. The Senator from Ar-
izona did not support it, but it was a
tough decision. We had galloping defi-
cits, we had galloping interest rates,
we had a sick stock market, and the
President said we had to do something
to get the economy moving again. So
we enacted $100 billion in taxes recom-
tnended by the President, not the
chairman of the Finance Committee,
and we got to that revenue number for
the most part not by adding new
taxes, but by collecting taxes already
in the law from people who have not
been complying with the tax laws.

I am not going to defend people who
do not pay their taxes. I do not care
whether they be bankers, lawyers,
Senators, or anyone else.

If that is being stubborn, then I
guess I will just have to be stubborn.
What is at stake here is a social secu-
rity bill. We agreed in good faith to
debate withholding on April 15. I have
not reneged on that promise, and I do
not intend to. That does not mean I
have to cave in because someone else
jumps up with an amendment 3 days
after that agreement and says, "I want
to delay withholdIng 6 months."

I remind the Senator from Arizona
and others it was the Senator from
Kansas who, because the ABA com-
plained about the effective date of
January 1, 1983, made the motion to
delay withholding for 6 months. My
record with bankers, S&L's, and credit
unions is probably as good as anyone's
in this Chamber.

However, that is not the point here.
The point is we have at stake here
about $20 billion in revenue over the
next 5 years. We must make the
choice. Do you want to charge It to the
deficit? This Senator does not. Do you
want to collect taxes from someone
else who is paying his taxes now, do
away with the third year, do away
with indexing, raise taxes on business
to pick up the deficit? This Senator
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does not. Do you want to cut spending
$20 bfflion the next 5 years? I would
like to cut spending in some places,
but not just to take care of those who
are not paying their taxes. To me, that
is not very efficient spending reduc-
tions.

So we will have to debate it awhile.
It is not because the Senator from
Kansas has anything personal at
stake, but I would hope if you have a
conviction and if you have a responsi-
bility, you have a right to carry out
that responsibility. That is what this
Senator intends to do.

The Senator from Arizona may be
correct that there is a majority who
would like to get rid of withholding.
We could all write back and say,
"Well, this was a bad thing to do."

But I have not yet been convinced
that, if it is so bad to have withholding
on unearned income, why it is so good
to have withholding on wages and sal-
aries? Can no one tell me why, if it is
so good to take it out of the worker's
check, it is not right to withhold on
everyone else's check? Why should it
not be taken out of interest and divi-
dend income?

And I may say those who pay out
dividends are not complaining. The
corporations are not complaining.
They are sflnply complying with the
law.

It is the savings institutions and the
banks who have led the charge, and
maybe we should give in. I guess that
is the way you get ahead around here;
just cave in and say, "Well, I cannot
stand the heat. My colleagues are
upset. They want to get rid of with-
holding. It is causing a lot of pain and
a lot of grief."

But I just suggest I must be con-
vinced of two things: First of all, if we
had this delay and the bankers said,
"OK, we want 6 more months to make
it work," then I would say we should
talk about that. If I were convinced
the banks had made only an honest
effort to repeal this, then I would say,
"OK, we did the best we could."

But I believe, and I can see it in my
own mail, that the tide is starting to
turn. Many have listened to one side
only. We have been covered up with
hundreds and thousands of postcards
from people who did not understand
the law at all. We have cards saying
this Is a new tax. it is not a new tax.
The Senator from M9ntana does not
claim it is a new tax, to his credit. We
have cards saying, "You are taking
away my savings and I am frightened;
I am 65 years of age," or "You should
not collect taxes on interest."

That is not even the Issue. IRS col-
lects taxes on interest and dividends
income with certain exceptions.

I do not know what the answer is.
The answer as far as this Senator is
concerned is not just to cave in. The
answer is to debate it, to keep the
agreement we made last week to bring
it up on April 15, and then try to have
it out.
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It Is going to be a freestanding

debate. The Senator from Kansas has
his rights and every other Senator has
his or her rights, but there are Sena-
tors in this Chamber who strongly
support withholding—not just one
Senator. I would guess there are prob-
ably 38 to 40 Senators who feel pretty
strongly about withholding.

We do have veto provided by the
Constitution but we cannot just
govern by veto. If we have to start ev-
eryone adopting the popular thing
around here, I think we should repeal
all the taxes. A lot of people do not
like income tax at all. Why have it?
Just have a voluntary system. Mail in
what you want at the end of the year
and we will see how it comes out.

Let us not pick on the working
people. Most of them, like me, do not
care who owns stock in banks. They do
not own any stock in banks, or intend
to own stock in banks. I do not own
any banks. I am not a director in any
bank. I do not have .much interest
income from the banks. I do not care
if they withhold on that interest.

So I would just say I have a feeling
this debate is starting to heat up, and
I would hope that we could stick with
the issue.

We came here prepared to dispose of
the social security package last week.
It should have been done, but no, we
could not do that because we all had
to cringe because of the bankers, and
we delayed the jobs bill.

Maybe that is all right. Maybe the
jobs bill is not that important. Now we
are faced with social security, and
maybe that is not that Important. But
if somebody has a better idea on how
to handle the social security package
and we still have got five or six amend-
ments which are going to be debated,
then the Senator from Kansas will
welcome the idea. But I do not intend,
just because one Senator criticizes me,
to walk off the floor. I do not want to
displease anybody in this body. I do
not want to displease any Senator in
this body, but I do want to make my
point, and once the point is made,
some may change their view. Let us
take a look at this Kiplinger Tax
Letter. That is a fairly respectable
letter, it is something I did not talk
about earlier that might be of interest.
I kind of believe If we ever have an
issue, and It is very Important, I would
rather have somebody up fighting for
what he thought was right than yie1d
ing to pressure.

This is what the Kipllnger Tax
Letter said on February 25:

First, withholding. It Ls not a new tax...
or an extra tax, as some opponents have
said. Nor does it make 10 percent of savings
disappear.

That is what they are saying in the
bank ads. I do not know whether you
have ever seen the bank ads, "Are
your savings going to disappear?"
That is not my answer, that is Ki
pltngers answer. "Small savers are
exempt."

It goes on:
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The amount of tax that is withheld does

not disappear.
It Is used to reduce what you owe when

you ante up In April ... or you can trim
your esttmated tax and payroll withholding
durIng the year.

Your savings account needn't be reduced
by the 10% tax. Your bank can tap your
checking account for it or you can deposit
that much more.

Withholding Is aimed at tax cheaters...
to make them pay something instead of
having their share picked up by hiking
taxes on honest folks. -

I do not even agree with that last
statement. I think a lot of it is inad-
vertent. Most taxpayers are honest,
but we are told by IRS that there are
20 mililon Americans who do not
report all their interest and dividend
income, and I have to believe most of
it is inadvertent and not dishonest.

What do we say? Do not worry about
it, we will get it from the workers? We
will get it from somebody else? It just
seems to me if there is a principle in-
volved here, it Is tax fairness.

I have heard a lot of speeches on tax
fairness. A lot of people have intro-
duced a flat-rate tax proposal, to make
everybody pay, with no exemptions or
no deductions or a few exemptions or
no deductions. That is tax fairness,
and withholding is one way to make
sure everyone pays their fair share.

So, Mr. President, I hope there will
be some resolution of this, something
that will satisfy those who want to
leave to fight another day on this
issue.

I can tell the Senator from Arizona
or anybody else that I do not get any
great pleasure in corning over here
every day and fighting withholding.
There are a lot of other things in our
committee we ought to be addressing,
including health care for the unem-
ployed, medicare, trade, a lot of issues
that affect a lot of States that we
cannot get to because every day we
have to come over and fight withhold-
ing. So from a personal standpoint,
the easiest thing to do would be to say,
"Get rid of it and let the President
worry about it."

So, Mr. President, I would like to
yield to the distinguished Senator
from Idaho for a motion without
losing my right to the floor.

Mr. MELCHER. Mr. President, re
serving the right to object—

Mr. LONG. Reserving the right to
object, Mr. President, has the Senator
been given consent to yield without
losing his right to the floor?

The PRESIDING OFFICER. The
Senate ha not been given such con-
sent. Is there objection?

Mr. LONG. I object.
Mr. DOLE. Mr. President, I do not

know what the motion was, but it was
in some way to end the impasse and
get on with the social security bill.

But if that is not going to be permit-
ted, then I think we will either offer
additional amendments—

Mr. MELCRER. Mr. President, will
the Senator yield?
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Mr. DOLE. The Senator will yield

for a question without bEing his right
to the floor.

Mr. MELCHER. Yes. If the Senator
will yield for a question, and I thank
the Senator for so doing, this would
properly be described not as a debate,
but it would most properly fit into the
category of a filibuster; s that cor
rect?

Mr. DOLE. Not yet. But I think it
could be properly classified at some
point. I do not make any bones about
it. If this amendment has to be on the
bill to get social security, then it is a
filibuster. I am making the choice we
have to make particularly since we
have agreed to debate it later on. I
may have to yield on that someday. I
am not suggesting I can hold the floor
that long, and I am certain a lot of
people are eager to get up here and
help me, but they are a little slow
about It, but it will come.

I think the more we discuss this
issue, the more people understand this
has been a multimillion-dollar cam-
paign. You can defend the banks all
you want to, but you cannot defend
them on this issue, and the Senator
from Kansas has defended the banks,
and I think my record is as good as
that of anyone else with the banks.
But I do not have to stand here and
accept a deception or have my lntegri•
ty questioned by the banks or their
ads or some of those who contact you.
who have no idea what even some of
the bankers think—and I cannot be-
lieve bankers if they understood all
that was going on—I hope they all
read that Washington Post story—I
cannot believe that they would enter
into a campaign like this one, as
though you were getting ready to
market tomatoes or gasoline or auto
mobiles; put people in a room where
you can look through a one-way
mirror and see what their reactions
are. The only thing we do not know is
what questions were asked and what
information they were given.

I will bet that I know what informa
tion was given. I will bet they told the
people that this is a new tax, and the
response from the participants was, "I
don't want a new tax." This Senator
does not want a new tax either. I will
bet the bankers told them they were
going to take money out of their sav
ings accounts, maybe even that the
Government was going to loot those
accounts, and were told, inturn, 'We
wouldn't want that" and I would not
want it either. We do not know what
the bank lobbyists told the partici-
pants, although they had this market
ing seance and they paid each $25.
They questioned them a while, and
then probably concluded, "we can
really rev thiE thing up. We can really
frighten the people and, in turn,
frighten the U.S. Congress."

It has been very effective. I Just read
a while ago where the credit unions
themselves are going to send me 12
million pieces of mall, 8 million stuff-
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ers and 4 mfflion response cards all
coming to me. That Is flattery. I will
have the best mailing list In America.
We do not have all of them yet, but
they are coming In. That seemed to be
a little bit of overkill. The credit
unions have been tame by bank stand-
ards, and so have been the savings and
loan Institutions.

I do not know what motion the Sen-
ator from Idaho had in mind, but I
cannot do it because I was on the
wrong side. So that takes care of that.

RECESS UNTIL 10 A.M. TOMORROW
Mr. BAKER. Mr. President, will the

Senator yield to me without losing his
right to the floor In order for me to es-
tablish a time for the Senate to con-
vene tomorrow?

Mr. DOLE. I yield.
Mr. BAKER. Mr. President, I ask

unanimous consent that when the
Senate completes its business today it
stand In recess until 10 o'clock tomor-
row morning.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

Mr. DOLE. Mr. President, if the
Senate recesses at this point, I guess
the pending business will be this
amendment; Is that correct?

The PRESIDING OFFICER. The
pending question will be the amend-
ment of the Senator from Montana.

UP AMENDMENT NO. 108
(Subsequently numbered amendment No.

532.)
Mr. DOLE. Mr. President, I send an

amendment to the desk and ask for its
Inunedlate consideration.

The PRESIDING OFFICER. The
clerk will state the amendment.

The legislative clerk read as follows:
The Senator from Kansas (Mr. Dou) pro-

POS3 an unprinted amendment numbered
105: In lieu of the language proposed to be
inserted by unprinted amendment 103 insert
the foflowing:

DELAY IMPLEMENTATION OF WITHHOLDING ON
INTEREST AND DIVIDEND INCOME

SEC. . Section 308A of the Tax Equity
and Fiscal Responsibility Act of 1982 Is
amended by striking out June 30' and In-
serting In Ueu thereof 'December 31;' pro-
vided however, the foregoing delay shall
take effect only if the average prime Inter-
est rate charged by the Nation's ten largest
banks Is 8 percent or less on June 30, 1983,
and that delay shall remain in effect only as
long as that average prime rate remains
below 8 percent."
SEC. MINIMUM FOR MONEY MARKET DEPOSIT

ACCOUNTS.
Section 204(c)(1) of the Depository Insti-

tutions Deregulation Act of 1980 (12 U.S.C.
3503(c)(1)) Is amended by adding at the end
thereof the following: "The Committee
shall not establish or maintain a minimum
balance requirement higher than $500 for
deposit accounts authorized by this subsec-
tion.".
MOTION TO RECONSIDER THE VOTE TO TABLE UP

AMENDMENT NO. 103 ENTERED

Mr. McCLURE. Mr. President, I
enter a motion to reconsider the vote
by which the motion to table unprint-
ed amendment No. 103 was rejected.

The PRESIDING OFFICER. The
motion has been entered.

Several Senators addressed the
Chair.
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The PRESIDING OFFICER. The

Senator from Kansas.
Mr. DOLE. Mr. President, let me ex-

plain the amendment. The Senator
from Kansas offered a similar amend-
ment earlier—maybe the interest rate
appeared too low, maybe everybody
does not believe that we can get it
down to 6 percent, so we raised it to 8
percent. If that happens then, of
course, you delay withholding, as the
Senator from Montana wishes to do,
for a 6-month period.

Apparently Members here do not
want small savers, working people to
buy money market funds, so we raised
it from $300 to $500. The minimum
now is $2,500. I hope that, with this
change, again we can focus on the real
issue.

Now, If we are concerned about
delay and if we are concerned about
depositors, let us make it clear. You
cannot put your $500 savings in a
money market Insured account. It has
to be at least $2,500. Why can you not
put less in a money market account?
Because that means that much of the
money will come out of the passbook
savings which pay only 5.5 percent.
This would make it possible for people
with only $500, which would be most
Americans, to go in and get a money
market fund rate of interest, to receive
9 percent rather than their passbook
savings rate of 5.5 percent.

It is a serious amendment. If, in fact,
you are concerned about the delay of
withholding, as the Senator from
Montana is, then I believe this would
tie it to that and would make it feasi-
ble.

So, Mr. President, I hope that at the
appropriate time we might act favor-
ably on the amendment.

Mr. LONG addressed the Chair.
The PRESIDING OFFICER. The

Senator from Louisiana.
Mr. LONG. Mr. President, I would

like to make clear for the record that
there are many of us who were here
when the agreement was made withMr. KASi that his amendment
would be considered in connection
with a trade bill at a future date.

Mr. President, I was here at the time
that unanimous-consent agreement
was made. I made it clear at that time
that I personally would object to in-
cluding in that unanimous-consent
agreement a stipulation that would
preclude any Senator from offering
either the Kasten amendment or any-
thing that has to do with withholding
on the social security bill.

I did not have In mind at that time
offering such an amendment, Mr.
President. I was aware of one Senator,
not Mr. MELCHER, but another Senator
who was thinking about offering such
an amendment, basically the Kasten
amendment, on the social security bill.
And with that Senator being absent
from the Chamber, I thought it was
my duty to protect his rights. So far as
I know, he has not chosen to offer
such an amendment.

I think it should be clear, Mr. Presi-
dent, that If there was some agree-
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ment with Mr. KASTEN or with some of
his supporters that they would not
offer or not vote for a withholding
amendment on some other measure
other than the trade bill that Mr.
KASTEN had an agreement about, that
did not apply to many of us. I know it
did not apply to the Senator from Lou-
isiana, and I am not aware of anybody
who agreed to be foreclosed from of-
fering an amendment dealing with
withholding on some other revenue
measure.

It was my view all the time that Mr.
KA5TEN, in complete good faith and
complete sincerity, made a noble fight
for the position that he believed in. He
carried on that fight with a great deal
of adverse publicity from a daily news-
paper here in Washington, D.C., and
with some perhaps unl air presentation
against him in other areas of the
media to suggest that he was not
within his rights or he was doing
something improper by offering that
amendment on the jobs bill.

Mr. President, I would have had
some difficulty supporting Mr. KA5TEN
if a point of order was made that his
amendment was legislation on an ap-
propriations bill, because the Senator
from Louisiana likes to uphold the
Chair when he thinks the Chair is
right. Generally speaking, he knows
the Chair is ruling after getting the
advice of the Parliamentarian and so,
in most cases, the Chair is right. Cer-
tainly, In most cases, the Chair tscom-
pletely sincere in his ruling, and the
Senator from Louisiana feels an obli-
gation to support the Chair when he
believes the Chair is right. I may have
deviated from that on occasion, but
very seldom.

I had advised Mr. KAs that, in
my judgment, the jobs bill was not a
good bill on which to offer the amend-
ment, because I would not be able to
vote with him on a point of order of
gernianeness if that point of order was
made on that bill. The Senator from
Wisconsin, for reasons best known to
him—and I think I understand what
some of those reasons were—elected
not to offer the amendment on some
other bill, but Instead to offer it on
the jobs bill. He made a noble fight
and I applaud him for the effort he
made.

Mr. President, the fact that the Sen-
ator from Wisconsin offered his
amendment on what I believe to be
the wrong bill should not preclude
those who strongly believe in repeal-
ing withholding on interest and divi-
dends from offering their amendments
on some other measure. It Is clear to
the Senator from Louisiana that If
they are going to get any action, they
are not going to get there on some
minor money bill. They are going to
have to have something that Is headed
for the President's desk and they are
going to have to offer it on something
that has a lot of steam underway.

I oftentimes make a comparison
when you offer something as a rider to
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a bill, a comparison to a rider on a
horse. For an amendment that has the
opposition of the chairman of the Fi-
nance Committee, has the opposition
of the President, has the opposition of
the Speaker of the House, has the op-
position of the chairman of the Ways
and Means Committee, in order to get
that type of revenue amendment to
the President's desk and have any
chance to be written Into law, that
rider has to be on a big, strong horse.
It cannot be on a very weak horse be-
cause, otherwise, it is not going to go
anywhere.

Mr. KASTEN was persuaded to agree
to debate his amendment and offer it
on a trade bill, a bill that Is favored by
the administration, but a bill that has
not even passed the House of Repre-
sentatives. The bill would be subject to
a constitutional objection in both
Houses in that revenue bills must
originate in the House of Representa-
tives. In the judgment of this Senator,
if that is all the Senator has an agree-
ment on, it does not have a strong
enough force to carry his rider any-
where, even as far as the House of
Representatives; and certainly not
past the House of Representatives.
The Senator from Louisiana has felt
all along that If this matter was to be
acted on favorably, it would have to be
added to a very significant measure,
something that was headed for the
White House.

Now I can appreciate the position of
the chairman of the committee. He
feels strongly about the matter. I have
no doubt that he is just as sincere as
everybody else who has taken part in
this matter. I realize that he is making
a noble fight for his position as the
good Lord gives him the light to see it.

But, Mr. President, I do not think
the chairman of the committee, or any
single Senator charged with a parallel
responsibility, over a period of time
can stand in the way of major meas-
ures that he has the responsibility of
passing through this body and sending
over to the other House for the House
of Representatives' judgment, and on
down to the President.

I have been accused of filibustering
some measures when I was managing
on occasion. From my point of view, it
was not a filibuster. It was a very
informative, well-considered debate—
because over a period of time I got my
way about the matter and if you do, it
Is not a filibuster. If by delaying the
matter and prolonging it, whoever Is
the manager of the bill proceeds to
have his way about the matter, that is
not a filibuster. That Is very effective
debate in the best tradition of the
Senate.

So, in a way, one might say it is the
other guy, it is the fellow who was just
sitting there and listening, who was
doing the filibustering. Because if you
win, it is apparent on the face of it
that the speaker convinced the audi
ence to see it his way.

But I do think, Mr. President, that
the record should be clear that there
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are a lot of us here, and I think per-
haps a majority—we will see whether
it is a majority, but certainly a lot of
us—who have taken the position that
we will vote to repeal the withholding
provision. Having done so, we believe
it our duty to vote to do so at every op-
portunity.

To make that stick you cannot vote
to do it on this bill but not to do it on
that bill. You cannot afford to take
the attitude: "Well, you see, we tried
this time, but we led off on the left
foot and we should have led off on the
right foot. So we cannot vote for it
this time. We have to wait to start off
on the other foot." If you do that,
there will be somebody who thought
you started out on the right foot to
begin with.

You simply have to be consistent in
taking the view that this matter ought
to be changed and that the amend-
ment should be offered on a signifi-
cant bill, not just one bill, but just
keep offering it on significant bills up
until you finally get it on something
that is going to the House of Repre-
sentatives. If the House of Repre-
sentatives, for some reason, escapes a
vote over there, then offer it on some-
thing else headed that way.

I do not believe. Mr. President, that
those of us who happen to agree that
it was a mistake to enact withholding
and that the matter should be re-
pealed ought to be held up to oppro-
brium and scorn for doing what we
think is right. I am riot sure anybody
wants us to do that. We are voting as
we think we should on this occasion.

I would hope that in due course we
would have the opportunity to vote on
the amendment.

I do not challenge the right of the
chairman of the committee to do what
he is doing. He has every right to
debate the matter at length, to offer
amendments, and to resist, in every
way he knows how to resist, an effort
by those who would like to change
something that he thinks is very good
law and thinks should remain in the
law.

But I do think that he and all of us
in due course will, and I think should,
agree that this is a matter which has
sufficient support in both Houses. The
majority of the U.S. Senate thinks this
provision ought to be repealed. A ma-
jority of the House of Representatives
thinks it ought to be repealed. In the
name of democracy, why can we not
vote on that measure? Why should we
not be permitted to have a vote?

This Senator knows how to delay
matters. He has done it many, many
times, and I am sure that I will do it
again between now and the time the
good Lord calls me. I think it Is in the
best tradition of the Senate that one
who feels strongly against the view of
the majority should make himself
heard, should fight for what he be-
lieves in. So I applaud the Senator
from Kansas for the fight he is
making. But I do think, on behaLf of
the rest of us, if we in the majority

March 21, 1983
have told people we are going to vote
to repeal this—and I have answered
those 58,000 letters telling them that I
will vote to repeal that provision—if
we are sincere ourselves, then It seems
to this Senator that we have no busi-
ness being weak in our resolve, that we
should steadfastly support the posi-
tion to which we have committed our-
selves until such time as we have a
vote on it, until such tithe as we send
it to the House of Representatives to
see what the House will do on the
matter.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Kansa..
Mr. DOLE. Mr. President, I do not

quarrel with my distinguished friend
from Louisiana, but even though there
might be a majority on this posiUon a
majority here and a majority in the
House, as I indicated earlier the Presi-
dent could still veto any measure
which passed, and it would require a
two-thirds vote to override that veto.

I cannot speak for the President on
the social security package, though I
know he wants this very badly. I may
speak long enough to find out from
the President, to find out if he intends
to veto the social security package if
this amendment is on it. We might as
well find out so everybody knows what
the ground rules are. If that is what
we want to do. then I think that is the
choice we have to make.

I can recall—and I do not want to
get into a quarrel with the Senator
from Louisiana or the Senator from
Arizona or anyone else—I remember
on the windfall profit tax, they
wanted to tax royalties, and the Sena-
tor had 70-some votes, but he would
not stop talking. I supported the Sena-
tor from Louisiana. Do not give me
that line about a majority. The point
is when you think you have a major-
ity. That took several days, as I recall.
I supported the Senator from Louisi-
ana and the Senator from Missouri
stood there with 20-some votes when it
was over. That was a clear majority on
the windfall profit tax vote. I tucked
that in my mind for the day when
someone would say, "I have a majority
against it, why not everybody give
up?"

Mr. LONG. May I say to the Sena-
tor, if I had known I had 70 votes, I
would not have been talking so long.

Mr. DOLE. Well, the Senator had a
pretty good whip check. I think he was
of f by one.

I do not quarrel with the Senator
from Louisiana. Some issues depend
on who has the responsibility of lead-
ership. The Senator from Kansas has
that responsibility in this Congress. If
I did not have the responsibility, if I
were not in the majority, maybe I
would not be supporting withholding.
I have been guilty of a lot of game
playing over the years, and I have
been on both sides of the withholding
issue—I voted with the Senator from
Louisiana for withholding in 1976, I
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put out a strong statement in 1980
that it was a bad Idea, I am now find-
ing out it may not be a very good idea
as I hear my colleagues discuss it and
discuss me in the process—the point s
it is the law since 1942 for wages and
since 1982 for interest and dividends.

I might &so say that it is in the law
in Japan, where 20 percent is withheld
on interest and dividends; in the law in
Germany at 25 percent on dividends;
35 percent in the United Kingdom on
interest; in the law in France at 10
percent on corporate bonds; in the law
in Belgium where it is 20 percent on
interest and dividends, and in the law
in Italy where it is 30 percent on inter-
est and dividends.

This is not an idea that has sprung
up overnight in this country. In fact, I
believe it has been in the law, off and
on, for well over 100 years.

I will be happy to yield to the Sena-
tor from North Carolina for a ques-
tion.

Mr. HELMS. I do not have a ques-
tion, Mr. President, but I wonder if
the Senator will yield with the under-
standing that he would not lose his
right to the floor.

Mr. DOLE. I will be happy to yield
but not for the purpose of any amend-
ment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The Senator from North Carolina.
Mr. HELMS. I thank the Senator

from Kansas, and I thank the Chair.
Mr. President, I do not agree on this

issue with the distinguished Senator
from Kansas, but unless I misread this
Senate, he need have no concern
about many Senators not admiring the
fight he has made. I know from some
small experience it takes a little bit of
guts to stand up against a difficult
proposition. As a matter of fact, I had
a confrontation with "Rudolph the
Rednosed Reindeer" last December,
and now the Senator from Kansas is
apparently going to have one with the
"Easter Bunny."

But, Mr. President, I do admire the
Senator even though I do not agree
with him on this particular Issue,
though I may later on with the per-
suasive powers which he has.

I do want to refer to a comment
made earlier that it was demagoguery,
as I heard the comment, to vote in
favor of repeal or delay in the imple-
mentation of the withholding on divi-
dends and interest.

It is not demagoguery. I would say
furthermore that when the unani-
mous-consent agreement was offered
and agreed to, I specifically asked the
leadership if that would exclude this
matter being considered on the social
security bill. The answer of the major-
ity leader, of course, was it would not.
I even asked if anybody would be of-
fended if the repeal were to beconsid-
ered, and the answer to that was in
the negative.

I will say that in my judgment, Mr.
President, the offer that the distin-
guished Senator from Wisconsin ac-
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cepted and agreed to was scarcely any
offer at all because the reciprocity bifi
on its face is unconstitutional. It is
never going anywhere. A vote on that
would be absolutely meaningless.

I did not mean to digress so far, Mr.
President. I simply wanted to pay my
respects to the distinguished Senator
from Kansas and to assure him that
insofar as I know, certainly speaking
for myself, I have only the highest ad-
miration for him for fighting the fight
that he feels should be fought. I thank
the Senator for yielding.

Mr. DOLE. Mr. President, I thank
my colleague from North Carolina. I
hope the record shows that even last
Christmas the Senator from Kansas
was not one of those who was seeking
to limit any Senator's rights because
this Senator happened to be on the
other side of an issue. In fact, as I
recall the debate, I think I said, "Well,
this has gone far enough." Many were
critical because they wanted to go
home for Christmas. The gas tax prob-
ably secondary in many cases. I hope I
did not step over that line.

Mr. HELMS. The Senators did not.
The Senator is always honorable.

Mr. DOLE. Again the bankers have
done an effective job. They have lots
of money. They do not pay much in
taxes, so they have a lot of money to
spend on things they mail out. This is
a little speech they sent out marked

• "Speech Copy." Just in case you could
not write one yourself, they provided
one. On this Issue, I do not need any-
body to provide anything, but on most
things, it is a question of whether we
can read or not.

I might say I agree with the Senator
from Arizona; If the staff ever left the
floor, the Senate would probably ad-
journ in May of every year, but some-
body always finds something for us to
say or an amendment to offer.

This little speecW is entitled "The
Government Wants a Piece of Our
Savings." The title itself would not in-
dicate anything wrong with this law.
It just says they want a piece of our
savings.

Then the copy says:
There's something I'd like to talk with

you about that's part of the tax legislation
passed this year. This part of the new tax
law did not receive a lot of attention, but I
believe it's a consumer volcano that Is about
to erupt.

It was not about to erupt when this
speech was drafted, but put a few mil-
lion dollars along with the speech and
you can get anything to erupt.

A part of the new law due to go Into effect
In July of next year requires to make a man-
datory interest-free loan to the government.

That is a little overstatement. I
Imagine the working people of this
country feel a little concern about
that. They have been making interest-
free loans to the Government for the
past 40 years. And other taxpayers
who pay estimated tax will likewise be
skeptical. Again, the point I make is
why should we withhold on the work-
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ing people of this country, but not on
those who receive unearned income?

The speech goes on:
This will happen—and you will have no

choice In the matter—because the govern-
ment will be requiring all institutions that
make interest and dividend payments to
their Individual customers to withhold for
federal taxes ten percent of the Interest and
dividends you have earned.

That is a little misleading, because
many taxpayers are exempt—

This means the Government will have
free use of your money. It means you and I
and the other Americans who earn Interest
on dividends will lose a lot of money.

What about all the wage earners?
They lose a lot of money all year, be-
cause we are withholding it on a
weekly basis, every 2 weeks, every
month:

Savers and Investors will lose an estimated
$1.5 billion In reInvestment and compound-
thg on their earnings.

On July 1, 1983 the government will cut
taxes by 10 percent. On the same day, the
government will reach Into your savings ac•
count to wIthhold 10 percent of your Inter.
est earnings.

The obvious ploy there s to indicate
that you did not get a tax cut; we are
going to take it all back because you
are going to pay taxes on your inter-
est. Most people pay taxes on their in-
terest and I assume most people pay
taxes in any event.

Then they go on to talk about the
Government's purpose in this law.
Then they say:

But Itt's look at the facts. According to
the Treasury Department, Taxpayers are al.
ready paying taxes on 95 percent of their In-
terest and dividend Income that is subject to
reportIng.

That is not accurate. They know
that is not accurate. That study was
based on three conditions that have to
be met. I shall come back to that.

When you consider that approximately 75
percent of Individual tax returns submitted
end up with refunds, it is pretty obvious
that instead of real Income to the Treasury,
there will be a surge of unreal new money In
1983. most of which will have to be returned
to the taxpayers the followIng year.

Then they went on to talk about dis-
incentives to savings. I think that was
probably fairly accurate. They did
point out that there were exemptions.
I must say the bankers thought we
added too many exemptions. That is
one objection they had. Maybe we did.
Maybe it made it difficult for the
banks. Maybe they had to put two
computer buttons on instead of one.

While I am thinking about it, not all
the big banks are for withholding. Ci-
ticorp and Citibank is a strong oppo-
nent of withholding and it is a fairly
substantial bank. The make a lot of
loans to foreign countries. They have
urged other banks not to seek a resolu-
tion of this issue.

The procedure for gettIng an exemption
brings up a major privacy concern.

Then they go on to make it appear
that you are going to have to reveal a
lot of facts about yourself and your
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income when you want an exemption
certificate. That is a flatout mistake.
All you have to do Is fifi out boxes to
say you fit in one of five categories.
You do not have to say how old you
are, anything, just check the box. Just
put your name, your State, your ac
count number, and you sign. That Is
all you have to do.

How would you like your bank teller who
may be your neighbor or a member of your
church, to see how much tax you pay?

That Is deception. Where Is the W-6
form? That Is flatout deception. It
goes on to say: "Isn't this a personal
matter?"

Here they are planting the seeds of
distrust and doubt, saying, "Oh, you
can't trust the Government. They are
going to make you pay."

All you have to do is check one box.
You do not have to check that your
tax liability was $600 or less, that you
are 65 or older, that your spouse,
along with you, filed a joint return, If
your tax liability was $1,000 or less.
You do not have to say, "My spouse
and I are both 65, we filed a joint
return last year." You do not have to
check any of those. You just check a
box. The box says, "To claim an ex-
emption on the account above, check
here." There Is no mention of specif-
ics. Your neighbor Is not going to
know anything.

Then, On the next page, the speech
says:

This means banks and other Institutions
will be required to file more reporting forms
and the IRS will be required to Improve its
recordkeeplng. These approaches are much
more effective than withholding, which pe-
nallzes millions of taxpayers.

And besides costing savers and Investors
$1.5 billion In lost reinvestment and com•
pounding, advance withholding will cost the
Treasury millions of tax dollars it could be
earning on taxes payable on those earnings.

That Is not true, either. There Is no
expense at all because we have a float
built Into the law, which says to
banks, whether they are big, small, or
medium-sized banks, you are going to
recover enough from the float to pay
your expenses..

Then they say the Government will
be literally picking the taxpayers'
pockets. This will give the Govern-
ment permission to what? To loot your
savings account, they say.

That is the American Bankers Asso-
ciation speech. They sent it out to
people all around the country. Accord-
rng to them, we are going to be picking
their pockets and we have permission
to loot their savings account.

If you listened to that speech and
you were 65 or 45 or 25, you would be
mad. You would be outraged. You
would be very willing to fill out a few
cards and send them to your Congress
men, particularly when the banks pay
the postage. All you have to do is sign
your name. In some cases, you do not
have to sign your name.

Mr. METZENBAUM. Will the Sena-
tor from Kansas yield for a question?

Mr. DOLE. I am happy to yield to
the Senator from Ohio.

Mr. METZENBAUM. The Senator
from Ohio is perplexed as to how the
banks have been able to send in so
many thousands of pieces of mall or
cause them to be sent in. Obviously,
they had been printed up. I have
before me the Tax Code, which pro-
vides that provisions of paragraph 1
shall not be construed as allowing the
deduction of any amount paid or in-
curred in connection with any attempt
to Influence the general public or seg-
ments thereof with respect to legisla-
tive matters, elections, or referenda.

My question is, how have the banks
been able to figure out a way in which
they can deduct from their expenses
all of the costs which they have In-
curred in connection with this lobby-
ing campaign when the code specifical-
ly spells out that that is not permissi-
ble?

What steps, if any, will be taken by
the IRS to cause the banks to pay out
of their own funds these dollars? As I
see ft at the moment, it appears that
the taxpayers are actually subsidizing
this lobbying campaign to Influence
the results of this vote that is on the
floor of the Senate at the moment. I
wonder if the distinguished Senator
from Kansas, chairman of the Finance
Committee, can explain how the banks
are able to do this at the taxpayers'
expense?

Mr. DOLE. Mr. President, I appreci-
ate the question. We have been won-
dering about that ourselves. I must say
In fairness to the banks, I do not be-
lieve many banks are going to try to
deduct this as a business expense. In
fact, some of the ads I have seen clear-
ly state that this is not deductible.

I must say; again alluding to the
Washington Post story of yesterday, it
says here:

Perhaps as many as 80- million such
"statement stuffers" went out; no one has
an exact count. The returns were dramatic.
The Senate mail room reporta that its first-
c1as mail volume has ballooned from 5 mil-
lion pieces In the first two months of 1982
to 9.5 million in January and February thIs
year, with the withholding Issue accounting
for virtually afl of the increase.

In other words, in most of those, the
bankers paid the poatage. They ran
them through their meters. I am not
certain how we are going to determine
how much the taxpayers paid for all
this misinformation from the Ameri-
can Bankers Association.

But I assume it is a substantial
amount. We are investigating that, I
might say to the Senator from Ohio.

Mr. METZENBAUM. It seems to
this Senator that maybe we could help
balance the budget if we could get the
bankers not to deduct all the expenses
they incurred in connection with this
lobbying effort on their part.

Mr. DOLE. I certainly share the con-
cern expressed by the Senator from
Ohio, but I have seen, I must say,
many cases where it is explicitly stated
but, as the Senator knows, the section
he referred to prohibits the deduction
of grassroots lobbying costs. And we
have been told this is a grassroots
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campaign., They should not be deduct-
ed. I am not certain what the Senator
from Kansas can do about it, but I
hope to—

Mr. METZENBAUM. Certainly the
Senator from Kansas is in a position
to prod the IRS to make some neces-
sary inquiries to see that this lobbying
campaign is not deducted and that the
banks, savings and loans comply with
the language of the law, which is obvi-
ously very specific, and I would hope
the Senator would do so.

Mr. DOLE. I appreciate that, and I
think I am prepared to take whatever
appropriate action I can to make sure
the law is complied with; that is all, no
more, no less. I wu1d guess that many•
banks are in total compliance and
some may not be, but I appreciate the
question, and it is a matter that I hope
to discuss with the Senator after the
debate.

I would Just like to conclude and
then I will yield to the majority
leader.

I was going to wrap up on this little
prepared speech that the bankers sent
out all across the country. I might just
say again that some bankers, after
they read the speech, refused to use it.
The point is it was distributed all
across the country. In addition to
saying we had authorized looting—
that is what the bankers said, looting
of savings and picking pockets—they
wanted to issue a challenge to:

Ask your Congressmen and Senators to
commit themselves on this Issue. Let them
know that this Issue is Important enought
to sway your vote.

And on and on. I do not really quar-
rel with that, but they talk about this
grassroots movement to get this re-
pealed. And they conclude:

The Government wants a piece of our sav-
ings. Instead, let's give Congress a piece of
our mind.

Well, again "a piece of the savings"
is a misrepresentation. All the Con
gress wants, all the Government
wants, all the people ought to
demand—in fact, If I were a taxpayer,
I would demand it—is that the Con-
gress not give in on this issue. If I were
paying my fair share of taxes, I would
not want my. neighbor, or my neigh-
bor's neighbor, or someone In the next
town, or somebody in the Senate, or
some physician, or some banker, or
some worker, or whatever not to pay
their fair share.

We have spent a lot of time in this
Chamber talking about unfair tax-
ation, and raising taxes, and spending
the taxpayers' dollars foolishly, but I
cannot believe we can Justify telling
the Atherican taxpayers, the peop'e
who pay their fair share of taxes, that
we do not really believe n fairness and
we do not believe that we should with-
hold taxes on unearned income, on!y
on earned income.

I hope that we can continue to
debate this issue. I know that it is
going to be frustrating, and again I do
not want to get at odds with any
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Member of this Senate; the Senator

.from Kansas plans to be here awhile. I
understand that you cannot make
these things personal, so the Senator
from Kansas is willing to debate it
fairly but debating it fairly means
giving us the same opportunity the
bankers have had the last 60 days
without any opposition and giving us
the opportunity to inform the Ameri-
can people. I have to believe that
people in my State trust me for the
most part, and I really believe that
those who have written letters that
were less than friendly, if they really
focused on the issue and if they are
paying their taxes—and most of them
are—will say: "WeU, we made a mis-
take." In fact, I will bring letters to
read on the floor tomorrow, or the
next day, or the next day where
people who have the facts apologized
for sending the postcard. There are a
lot of those people out there. They are
good people. They are like anybody
else, however; it you tell them some-
thing long enough, they will believe it.
If we take money out of their savings,
they ought to come back and talk to
us.

We ought to set the RECORD straight
and we have to have both sides of the
argument. I know it is difficult to take
on a powerful lobbying group, and I
am certain others have done a better
job than this Senator in other Issues
at other times, and I know this time
will pass. But until it passes, the Sena-
tor from Kansas is going to make
every effort he can to make certain
that the law is not repealed or delayed
unless we can assure the depositors
across this country that the banks are
going to cooperate in lowering interest
rates and permitting people who do
not have $2,500 to buy money market
funds and some other basic changes.

We may not succeed in that. I am
almost convinced that the bankers
may be too powerful for any change at
all.

Mr. BAKER addressed the Chair.
The PRESIDING OFFICER. The

majority leader is recognized.
Mr. BAKER. Mr. President, first let

me say that I congratulate the Sena-
tor from Kansas. I not only agree with
him, but I admire him for the coura-
geous stand he is taking. I think he is
correct, and I think time will prove
that he is correct.

MEDIcABE sTUDY ON IMPACT O PROSPECTIVE
PAYMENT METHOD

• Mr. LONG. Mr. President, my good
friend and colleague, the Senator from
California (Mr. C1tsToN), has asked
me to ask the• distinguished chairman
of the Finance Committee (Mr. DOLE)
a question regarding section
303(a)(2)(C) of 5. 1 as reported. That
provision requires the Secretary of
Health and Human Services to con-
duct and report to the Congress on
studies related to the advisability of
making changes in the diagnosis-relat-
ed group prospective payment method
in certain situations.
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The Senator from California's ques-

tion pertains to the scope of the study
and report to the Congress—required
by clause (iii) of section 303(a)(2)(C)—
on "the application of severity of ill-
ness, intensity of care, or other modif i-
cations to the diagnosis-related
groups, and the advisability and feasi-
bility of providing for such modifica-
tions." The concern here is whether
these DRG modifications would take
account of the proportion of severely
ill patients that hospitals serve, the
proportion of high-intensity care that
they provide, and the proportion of
cases in which they provide complex
care. More specifically, the question is
whether the Secretary is intended to
study and report on whether hospi-
tals—typically large urban hospitals—
that treat disproportionately large
numbers of severely ill patients, and
provide complex or highly intensive
care in a disproportionately large
number of cases receive equitable
levels of payment under the new
system and, if they do not, what
changes in the payment methodology
should be made to insure that they do.

Mr. DOLE. Mr. President, I assure
my good friends, the distinguished
Senators from Tennessee (Mr. LONG)
and from California (Mr. CRANSTON),
that this study provision definitely is
intended to require an evaluation of
the impact of the new prospective pay-
ment system on tertiary care institu-
tions providing complex care and
having a high case-mix intensity. The
study is also intended to focus on
what, if any, remedies would be appro-
priate to Insure that they receive equi-
table treatment under the new prop-
sective payment system.

Mr. LONG. Mr. President, on behalf
of the Senator from California and
myself, I thank the very able chair-
man for that very helnful clarifica-
tion.S
• Mr. DOLE. Mr. President, the Sena-
tor from Kansas has been questioned
by the Senator from Georgia (Mr.
MATFINGLY) and others about the effect
of the Finance Committee provision
clarifying the effect of dictum In the
Supreme Court's decision in Rowan on
the issue of the taxation of fringe
benefits. I would like to assure each of
my fellow colleagues that this provi-
sion which limits the scope of the
Rowan case Is not intended to change
the law on the issue of the taxation of
fringe benefits either for income tax
or social security tax purposes.

Some employers have argued by
analogy that the Internal Revenue
Service regulations under IRC section
61—defining gross income—or Internal
Revenue Service regulations under
JRC section 3401—defining wages for
purposes of income tax withholding—
exclude certain employer-provided
benefits from inclusion in the social
security wage base of employees.
When the Supreme Court decided
Rowan Companies, Inc., against
United States, which held that the
value of meals and lodging which are
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eccludible from the gross income of an
employee are also excludible from the
social security wage base of the em-
ployee, it also stated that the defini-
tion of wages for social security tax
purposes and the definition of wages
for income tax withholding purposes
should be interpreted in regulations in
the same manner. This dictum has
been interpreted by some employers as
supporting their exclusion of employ-
er-provided benefits from the social se-
curity wage base of employees.

The provision in the Finance Com-
mittee bill states that:

Nothing In the regulations prescribed for
purposes of chapter 24 (relatIng to Income
tax withholding) which provides an exclu-
sion from "wages" as used In such chapter
shall be construed to require a shnilar exclu-
sion from "wages" In the regulations pre-
scribed for purposes of this chapter.

This provision does not require that
employer-provided benefits be includ-
ed in the social security wage base of
employees and no Inferences can be
drawn that this provisions expands
the authority of Treasury to include
employer-provided benefits in the
wage base of employees.

When the committee included this
provision it was only reversing the
dictum in Rowan by providing that
the determination of whether or not
àniounts are includible in the social se-
curity wage base is to be made without
regard to whether such amounts are
treated as wages for income tax with-
holding purposes. There was no discus-
sion of the fringe benefit Issue and no
intent to express an opinion on wheth-
er or not any employer-provided bene-
fits should be included in an emloyee's
gross income or social security wage
base. The provision merely decouples
the definition of wages for income tax
withholding purposes and the defini-
tion of wages for social security tax
purposes. No inferences should be
drawn from this provision concerning
the issue of including or excluding em-
ployer-provided benefits from the
social security wage base of employees.

Congress has enacted a moratorium
prohibiting the issuance of regulations
on the inclusion of fringe benefits in
gross income of employees. This mora-
torium expires on December 31, 1983.
Hopefully, we will address this Issue
before the moratorium expires and
settle the issue once and for all. The
provision in the Finance Committee
bill on the Rowan case does not imply
any opinion on whether or not fringe
benefits are includible in an employ-
ee's gross income or social security
wage base. These issues are still open
for Congress to address..
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banks and other financial institutions can
still have their own way in Washington—
has no place in the bill pending before the
Senate.

We should not accept an amendment de-
signed to prevent the collection of taxes
that are already owed on Interest and dlvi-
de.nds—even If the financial institutions find
it inconvenient.

This morning I have strongly urged the
leadership of the Senate to take whatever
steps may be needed to free the economic
security bill from this blatant attempt at
legislative hostage taking. .The Social Secu-
rity and unemployment thsurance lifeline
that extends to millions of Americans across
the breadth and width of our land cannot be
permitted to be 8evered by the obstruction.
1st tactics of a Washington lobby and its
Congressional friends. As I said last week, it
would be far better If the bankers spent less
time lobbying and more time lowering inter-
est rates.

Mr. DOLE. Mr. President, I do not
think anyone would quarrel with
lower interest rates. That leads me to
the pending amendment. It requires
the banks to lower their prime interest
rate to 8-percent interest, to qualify
for a 6-month delay in withholding. In
addition to qualify for the new money
market accounts you would not have
to have $2,500, but you could get into
the money market accounts with $500.
That merely puts the focus where it
belongs, on people, rather than bank-
ers.

I would hope If we could dispose of
the Melcher amendment either with
adoption of the second-degree amend-
ment or with some other parlianien-
tary procedure, that we could finish
the social security bill today. That
may be somewhat optimistic. The Sen-
ator from Kansas has no idea how we
are going to dispose of the Melcher
amendment.

As I looked over the amendments on
social security, there are only about
four or five that would require rollcall
votes and there Is a strong desire by
the President of the United States, by
the House leadership which already
passed the social security bill, and by
the Senate leadership, at least on this
side, to try to pass the social security
bill and go to conference and pass the
conference report by Thursday eve-
ning.

In order to do that, we have a lot of
work to do.

Mr. President, I would think within
the next few minutes there would be
some move made to resolve the im-
passe. In the meantime, I suggest the
absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roil.

Mr. MELCHER. Mr. President, I ask
llnanjxnous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. MELCHER. Mr. President, if we
want to move on to social security and
do just as the Senator requested, with
prompt consideration of my amend-
ment and other amendments without
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too many rollcalls, we can do that just
any time we vote on this Issue.

This is not a game we are playing
here, to offer an amendment that does
not get voted upon. I guess I could
vote to table the chairman's amend-
ment, but I hesitate to do that to the
chairman of the Finance Committee. I
just hate to do that. We could suggest
that that amendment be voted upon
with a voice vote and be dispensed
with. We could suggest that, Instead of
making a point of order against my
amendment, we vote on a motion to
waive the budget rules concerning the
amendment, pass it, and get on.

Are we to be lambasted here, those
of us who feel very seriously, very ob-
jectively, and very sincerely that this
is a provision that ought to be passed
by the Congress and ought to be
signed into law by the President so
that the Senate can reconsider what,
in my judgment, and probably in the
judgment of other Senators, was very
poor tax policy in the Tax Act of 1982,
last summer?

If the House does not like my
amendment, they are going to knock it
off. But the House must like it or the
Senator from Kansas would not be
carrying on a filibuster against his
own bill. If the President does not like
it, he has a chance to veto the bill, but
I do not think he is to veto this
bill. That is a good reason for having
this very serious provision in this par-
ticular bill, because this is one that

• the President Is probably going to
sign.

These people who write in to us
should not be glibly described as if
they do not know what they are talk-
ing about, that they are just respond-
ing to what a banker told them to do
or suggested they do I never take the
letters of my constituents lightly. I
take their letters seriously.

We receive letters that say:
This is the first time I have ever writUfl

to a Member of Congress, but I want to
write to you about this because we think
this is too much. We are already paying all
of our taxes and here is another withhold-
ing tax on savings. The IRS is going to
remove a portion of the Interest due to us as
a 10-percent tax. They are going to use it
for up to a year.

Here Is a typical letter on that very
point:

I have never written an elected official in
the past but at this point I feel compelled to
express my opinion. I feel that the 10 per-
cent withholding tax on our savings should
be repealed because it imposes an unneces-
sary and uffair burden on savers. The cur-
rent laws requiring the reporting of interest
income are burdensome enough to one's sav-
ings institution but they alone should be
adequate to assure that interest income Is
being reported to the Treasury Department.

I know our Government is facing a tre-
mendous problem in financing its operation8
and withholding. from savings accounts
seems like a relatively painless way to insure
that the inflow of tax revenue is smooth
and uninterrupted. However, the approach
taken by this new withholding law in effect
punishes those who are helping to finance
new jobs and capital construction by reduc-
ing the amount of return they can receive,
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having 10 percent of their savings removed
and given to the Government.

It goes on to say that they object to
it and hope that soMething will be
done.

That is a letter "writ by hand." That
does not seem to me to be something
generated at the request of a bank, or
the request of a savings and loan, or,
for that matter, a credit union. For
those. of us who take this position that
something should be done about it, I
do not think it serves any good pur-
pose simply to say: "Well, this has
been caused by the bankers lobby."
Person1Iy, I have never found a bank-
ers lobby that had influence with very
many Senators to hold up a process
here for consideration of something
that they dearly want.

I have observed, over my time in
Washington, both in the House and
the. Senate, that when people really
zero in on a point that they think they
are being abused on, they do get the
attention of Congress, both the House
and the Senate. In this Instance, I
know it has captured my attention. It
has captured, I think, the attention of
the vast majority of the Senate. It is
because these people write to us, or
call us, or buttonhole us, or get us on
the telephone and say this is just too
much.

I am particularly sympathetic to the
elderly who write in and say they
deDend upon their savings, the thter-
est from their savings, for part of their
monthly bills. But I would have to say
that I am a]so very sympathetic to the
ordinary wage earner who has with-
holding out of his paycheck and knows
that he is paying all that is due. I am
advised by the Treasury Department
that 75 percent of those taxpayers pay
more than is due and at the end of the
year get a refund. So I think it is ap-
parent to that group, when they know
that on withholding they are paying a
little bit more than they should, it is
particularly objectionable to them
when they find out that there is going
to be money withheld on their savings
accounts from the interest that is due
them. I can well understand their frus-
tration. They are saying: "If you are
after cheaters, why do you not zero in
on them?"

As a matter of fact, in discussion
with members of the Committee on Fi-
nance during the past couple of days,
it has been brought to my attention
that, even though this provision was
locked into the 1982 tax law very
quickly, without hearings, some of the
members of the Committee on Fi-
nance, after the fact of its getting into
the bill, went to the Treasury Depart•
ment and said: "Tell us where you be.
lieve there are taxpayers escaping
paying their just taxes, their lawful
taxes on interest from savings and
dividends," They were told that it was
Impossible or their questions almost
disregarded, shoved aside, and the
Treasury Department said: "We really
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can't identify all of those and this pro
cedure will help it."

When they were asked why the 1099
form, that form that every savings in-
stitution, or every insurance company,
or other such institution must send
out to all of the recipients of interest
Income, or dividend income, was not
matched up with the 1040 form, it was
very brusquely explained to them that
it was not possible.

I think it is perfectly logical to re-
spond to the constituents who are tax-
payers and who are saying that this
particular provision in law should be
either repealed or delayed, either re-
pealed or modified so that it Is really
zeroing in on those people who escape
paying their taxes, rather than bur-
dening everybody. As this constituent
letter that I read stated, while it may
seem a relatively painless way of se-
curing more revenue that is needed for
the Government, why must it become
a burden on all, and particularly take
away some of the interest income or
dividend income from those who use it
during the course of the year to pay
their bills?

Yes, Mr. President, we can get on
with this social security bill any time.
We can certainly show some progress
around here by getting this amend-
ment in shape to pass and get on with
the rest of the amendments; send this
bill over to the House and, if the
House is so inclined to agree with the
amendment, fine. Then we send it to
the President and, we hope, and I am
confident that, on balance, he is going
to sign it.

The question of taxation is a matter
between the taxpayers and Congress
primarily. I think this was a bad move
last summer, this particular provision.
That is my judgment. I would have to
say that, based on the letters I have
received, it is the judgment of the ma-
jority of my constituents that it was a
bad move. But I think what is ex-
tremely important in this issue and
should not be ignored, or forgotten, or
shoved aside is that taxpayers are very
concerned about the methods of
paying taxes that Involve them direct-
ly.

I am going to repeat that, Mr. Presi-
dent. Taxpayers are resigned to having
to pay taxes. Who wants them?
Nobody wants them. But they are re-
signed to paying them. They know
that Congress must pass tax laws that
1I raise a sufficient amount of reve-
Irne. But taxpayers feel strongly about
th method of collection of taxes from
them and resent undue, uneeded hard-
ship imposed on them.

I said yesterday in offering the
amendment that, while I realize that
passage of this amendment would
mean $1.1 billion less in this fiscal
year for the Treasury, my best judg-
ment is that it is still a very reason-
able amendment because we can now
have time to review better ways of col-
lecting the revenue and, if it is the
judgment of the majority of the
Senate after revenue that this is stifl
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the best way, we shall go along with
that.

I doubt that that will be the case
and we shall find a better way. But it
is this particular method of collection
that is being objected to by taxpayers.

It is a method .that imposes on them
an unnecessary withholding if they al-
ready pay all the taxes due. The IRS
says that is 97 percent-plus of all tax-
payers. They are not fools, these
people who write to us. They do not
take pen in hand or pencil in hand and
write these letters with the idea that
they are somehow being duped or
being conned by one of the savings In-
stitutions. They are writing to u.s be-
cause they are taxpayers and they
think this matter is important.

What they are really saying is that
the method of collection of sufficient
revenue has not been properly exam-
ined and this one must be a very costly
method of collecting revenue.

Why would they say that? First.
they know there is some cost to the
savings institution where they draw
their interest from their savings ac-
count. They know that. They under-
stand that. And they know who is
going to pay that. They are going to
pay it. They are going to get less in in-
terest because that savings institution
has some cost in couectlng the tax;
and they know they are going to get
less in interest if their practice is to let
their interest income accrue to the
principal rather than withdrawing it
upon payment. If they do withdraw
their interest income for living ex-
pepses many resent having the 10-per-
cent tax withheld.

If the interest accrues and allowed
to compound, as many of them do, at
least a portion of it, they know that
the early collection of taxes will take
some of the money due them on that
compounded principal which would
generate more Interest payments for
them.

But they also believe that this is just
added paperwork and that, after all,
the form 1099, which reports all the
interest income, should be adequate;
that if something else needs to be
done to close the gap for those who
are not paying the taxes they should
pay on interest Income, then there
should be other methods of collecting
that, without involving them, It is in
their judgment a poor method of col-
lecting taxes, because they are already
paying their full taxes.

So, first of all, although my amend-
ment would decrease revenue for this
fIscal year by $1.1 billion, which is 0.6
percent of what is projected as a
budget deficit, less than 1 percent, I
strongly feel that we must find a
better way and collect the money and
make up the revenue that would be
lost. I think that is what our constitu-
ents are writing to us about.

That is far removed from just a
simple attaching a banking label to
any Senator who dares offer an
amendment to either repeal it or to
delay the implementation of it, in
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order to look at the method again and
reconsider it. Labeling that attempt as
just something that represents the
banking lobby is not doing justice to
the iss'ie involved.

Mr. President, I do want to make
progre's. I see the chairman of the
Budget Committee on the floor now.
and I should like to expedite proceed-
ings. The chairman of the Budget
Committee desires to make a point of
order against my amendment as being
outside the budget waiver on the bill.
To expedite that, I move, under sec-
tion 904(b). to waive the relevant sec-
tion contained in titles III and IV of
the Budget Act.

The PRESIDING OFFICER. The
motion is debatable.

Mr. MELCHER. Mr. President, while
the chairman of the Budget Commit-
tee is getting ready to discuss this
matter, I point out that, for all the
reasons we have been citing for the
conideration of this amendment to
delay Interest withholding and recog-
nizing that it would deplete revenue
by $1.1 billion for the remainder of
this fiscal year and possibly close to
$300 million for the first quarter of
the succeeding fiscal year, I believe it
is still obvious that there is a strong
feeling throughout the country that
this matter should be reviewed, thor-
oughly thought out, and possibly
modified to make it a better method
for the collection of taxes.

Mr. DOLE. Mr. President, I am sorry
that I had to leave the Chamber brief-
ly.

Again I say to the Senator from
Montana that he is debating the issue,
and I commend him for it. He has indi-
cated many times what I consider to
be accurate statements concerning
whether you like withholding or not.
He has fairly said many times that it
is a collection procedure, not a tax:
and that debate, or course, is helpful.

Before the Senator from New
Mexico speaks, I just want to say that
the unemployment implications in this
bill are significant. Without going
through all the States, if we do not
take action this week, it is going to
affect about 28,000 people in Alabama,
6,090 in Alaska, 209,000 in California,
14,000 th Colorado, 46,000 In Florida,
48,000 in Massachusetts, 92,000 In
Michigan. 89,000 in Illinois, 57,000 in
Indiana, 131,000 in New York, 78,000
in Ohio. 99,000 In Pennsylvania, 58,000
in Texas, 38,000 in Wisconsin, and
31.000 in Washington.

So I think it is fair to say that this
social security bill does contain an ur-
gently needed extension of the Feder-
al supplemental compensation pro-
gram that is due to expire at the end
of this month. The problem is that we
are not scheduled at this time to be in
session next week and will not be here
at the end of the month.

The FSC program provides extra
benefits to the long-term unemployed
who have exhausted their right to
benefits under the regular State un-
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employment program (normally 26
weeks) and the Federal-State extended
benefit program (13 weeks). Although
there are slight differences between
the Houze and Senate bills, both of
them would provide $2 billion or more
In unemployment relief to the jobless
over the next 6 months.

As the Senator from Louisiana said,
if you lose, it Is a filibuster. If you win,
it Is Informed debate. So I hope we are
In a period of informed debate; that
eventually right will prevail; that we
will not deny unemployment benefits
to the jobless while we try to take care
of a special Interest group, particularly
since we have already set a debate,
starting April 15, a freestanding
debate, with everybody having a
chance to modify and otherwise offer
amendments, and to debate this whole
question of withholding. I certainly
would expect the distinguished Sena-
tor from Montana to be an active par-
tict pant.

Someone suggested that we have not
had hearings, but I am reminded by
staff that we did have hearings, a year
ago today. We had hearings on the
income tax compliance gap, In the
Senate Finance Committee, and we
had a discussion of withholding and
alternatives to withholding. The Dole-
Grassley bill did not contain withhold.
ing, but did contain what we thought
were tightening procedures, it would
require more reporting, and its provi-
sions were enacted as part of the 1982
act. But we were told by IRS at the
hearing, very honestly, that it was not
enough, and that withholding was aiso
needed.

I read from a statement of Mr. Cha-
poton, Assistant Treasury Secretary
for Tax Policy. This is what he said in
reference to our biTh

While improvIng and extending the Infor-
mation reporting network Is clearly desir-
able. particularly to the extent that U.S.
Government and corporate bearer obliga-
tions would become subject to reporting, we
believe that the tax gap has grown too large
for us to continue to take limited Increment-
al steps toward improved taxpayer compli-
ance in the interest and dividend area. For
that reason, as you know, Mr. Chairman,
the administration has proposed withhold-
ing on dividents and Interest at source, axd
we hope the committee will give serious con-
sideration to the desfrabllity and feasibility
of Instituting withholding with respect to
interest and dividends.

Mr. President, there have been a lot
of quotations from letters, and I did
not bring all the favorable letters—but
I did pick up a sample of letters that
have been written since the people
have begun to understand what the
real Issue is.

That has been the point that the
Senator from Kansas has been trying
to make for the past several days.
Until the people know what the issue
is, how do they know what the answer
is? Some may know in advance, but
most people would like to have the
issue defined.

Here is a letter from New York, from
Robert A. Jacobs. He said:
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I write you as a student and practitioner

of the tax law, concerned with the Integrity
of our tax system; I am particularly con-
cerned that the recent attack being mount-
ed by our banking community and its grass
root constituents on the withholding tax on
Interest and dividends will weaken our tax
system.

At dinner last evening my mother-in-law
Informed me "that on July 1 they were
going to enact a tax on old people who had
savings accounts with the banks.' When I
assured her that there wa no- new tax that
would be levied on her small savings, that
she could apply for an exemption that
would relieve her from withholding and, in
all events, any monies withheld would be
credited to her tax liability, she responded
by saying "Oh, thaVs what Hilda Is con-
cerned about; she doesn't pay tax on her in-
terest and never has been caught."

I do not know who Hilda Is. But that
is only one letter. Maybe Hilda will be
identified later, particularly if we have
withholding.

Here is another one.
I want to apologize for a letter I mailed to

you the other day with an article cut out of
the paper. After reading more Information
on it I have conie to the conclusion that the
small investor will not be hit nearly so hard
as the high-income people. It seems ilke
they can find some loopholes to get out of
paying their share.

Another letter says:
Thanks for the explanation on withhold-

ing. Now that I understand it, please disre-
gard my earlier letter.

Another 1etter
On February 1,1 wrote you protesting the

enactment of the tax on withholding by
Congress. However, since reading more
about it and the minimal effect it will have
for us, we wish to reverse our previous posi..
tion and support you in upholding the act.

There are a lot of letters. Here is an-
other:

My thanks to the President, you, and Sec-
retary Regan for standing up to the massive
lobbying caznpagn by the bank and savings
and loan industries and In their efforts to
force Congress to repeal the recently en-
acted law which requires them to withhold
a small amount of interest and dividends
earned on investments. There Is no doubt
about it. Now I doubt even among the most
money grabbing bankers if you could find
anyone who would endorse that proposal
but fair is fair.

So I just suggest that we can all
bring a lot of letters to the Chamber,
and I would not want to bring all the
other letters to the Chamber. If I-did,
I would not be able to see my col-
leagues. But I can bring all the favdra-
ble letters to the Chamber. The others
we can weigh and give you the weight
on a daily basis as to how many
pounds are coming in.

But another letter from Wichita,
Kans.:

As one who pays a considerable amount In
the 10 percent withholding on dividends. I
urge you to stand firm and see that this de-
duction is kept on the books. It is a consid-
erable Inconvenience to me to pay this with-
holding and I lose a good deal of interest,
but If this is the way to catch tax evaders
who fall to report this type of Income, I sup-
port it.

And so forth.
Another letter says:
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I am still applauding your remarks to the

members of the American Bankers Assoc-
ation about the interest and dividend with-
holding provisions,

And so forth.
I cannot remember what I said, but

someone else does.
I have a letter from Wilbur J.

Cohen, former Secretary of HEW in
the Johnson administration, and
Arthur S. Flemming, former Secretary
of HEW In the Eisenhower administra.
tion that says:

As members and officials in organizations
representing senior citizen groups we wish
to Inform you that we wholeheartedly sup-
port your efforts to retain withholding of
interest and dividends as provided by exist-
ing law. We do not think this Is a burden on
low income elderly persons or Is an unfair
requirement for higher income persons. We
do not believe that the prograina which
serve the need of the low-income elderly
should be cut back when enforcement of ex
Isting tax laws would yield $20 billion In
Income over the next 5 years. We believe
much of the tax on the withholding law Is
erroneous and unwarranted.

Then a letter from a prominent CPA
finn, Seidman & Seidinan:

Americans believe that they have a higher
degree of tax morality than other peoples of
this world which presumably was instilled In
us by an higher authority. The fact of the
matter Is that the great FDR through the
system of withholWng tax on wages and sal-
aries tnstllled tax compliance in u&

Absent withholding taxes on wages and
salaries the underground economy would
swell to unmanageable proportions.

It Is sophistry to say that there Is little If
any underreporting of interest and divi-
dends when government statIstics prove
that at least 25 billion dollars of this Income
Is not reported for tai purpmes.

And he goes to support withholding.
The Senator from Ransas would not

say that if the people who have sent in
bank postcards against withholding
had all the facts they would all come
to a different conclusion, but it is
pretty hard to persuade this Senator
that you can make a valid judgment or
objective judgment if you have only
heard one side. The only side that
most Americans have heard on this s
the lobbyist side, those who want to
repeal withholding, those who tell you
it is a new tax, those who tell you it is
going to take away your savings, and
believe me, if a report caine over the
radio that Congress passed a new tax,
I assume it would get your attention.

So, Mr. President, I just believe that
we should get on with this. Again we
can have this debate. It is already
scheduled for April 15. We can debate
it In a full, free, fair debate. Everyone
will be on equal terms. So we can pass
the social security bill now. In addition
to the urgency for the unemployment
provisions there are about 36 mIllion
or 37 mIllion social security benefici-
aries who want us to pass this pack-
age. There are about 116 million
people who pay Into the system, many
of whom want us to pass this package.

It would just seem to me, afterwork-
Ing for a year or more on social secu-
rity and having it passed in the House
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of Representatives In a timely fashion,
that the Senate says, "Well, we cannot
do It because we have to deal with the
special interest amendment."

We have time for the special inter-
ests, and I believe the elderly are a
special interest, and I believe the un-
employed are special interests. I hope
that today we can turn our attention
to these special interest groups and try
to pass the soclal security biU by mid-
night tonight.

Mr. DOMENICI. Mr. President, if
the distinguished Senator from Mon-
tana had not moved to waive the
Budget Act, I would have raised the
point of order against the pending
amendment. If I had raised the point
of Order the distinguished Senator
could have moved to waive. So we are
right back in the same posture of
voting on a waiver of the Budget Act
under section 311.

If the distinguished Senator from
Montana had inquired, his amend-
ment clearly violates section 311 of the
Budget Act. For that reason he has
moved to waive it.

This amendment kriolates section 311
because it reduces revenues in the
fiscal year 1983, and we are already
below the floor set in. the budget reso-
lution now in effect. There is no room
at all under the budget resolution for
a tax reduction, and that Is exactly
what the amendment does. It reduces
revenues by $L1 bij.llon in fiscal year
1983.

We are talking here about a princi-
ple, and I will discuss that in a little
more detail. In addition, it is obvious
to me that this amendment is merely
an Interun step toward repeal of the
entire withholding and I think that
revenue losses will be much larger.
With repeal of withholding we would
lose about $20 billion in revenues over
the next 5 years.

I understand that argument could be
made against section 311. I know that
the budget resolution that we now
have on the books Is out of date. I
know that fiscal year revenues must
be revised very soon to take into ac-
count that the economy has not per-
formed quite as well as we thought.

But, Mr. President, as far as policy
changes are concerned I do not think
there Is much chance that our new
budget proposal for fiscal years 1983
and 1984 will make room for a tax cut.
Quite to the contrary. We are almost
certainly going to provide for some tax
increases. The President asked for a
few billion dollars. On the other end
of the spectrum, of course, the House
of Representatives is asking for $30
billion. I do not think that is very
practical when we are Just beginning
to see the full blessings of the recov-
ery, but I will challenge anyone to say
that the new policy is going to provide
for significant tax reductions and,
therefore, this procedure that we are
talking about is not very relevant.

(Mr. PRESSLER assumed the
chair.)
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Mr. LONG. Mr. President, will the

Senator yield for a question at this
point?

Mr. DOMENICI. I would be pleased
to yield.

Mr. LONG. Is it not true this very
bill here right now is here because of a
budget waiver recommended by the
Senator's committee, and does not
that waiver include a waiver of
$2,07OO0O,O00 in spending for unem-
ployment purposes over the Budget
Act?

Mr. DOMENICI. The Senator, is cor-
rect.

Mr. LONG. If we are talking about
being wrong, the way the Budget Act
was waived we are already wrong. We
have a bill here which is already $2
billion over the Budget Act to begin
with, and the Senator recommended
that waiver.

Mr. DOMENICI. That is correct. I
recommended that waiver and it is ob-
vious to this Senator that there is a
tremendous distinction between waiv-
ing the Budget Act when you have un-
employed people in our country who
are not going to get their unemploy-
ment benefits and we have to do some-
thing to make sure that they do. That
is a clear emergency.

There is nobody who can tell us that
this social security bill itself is not an
emergency, coupled with the unem-
ployment compensation that we
wanted to extend, but which costs
money for which we waived the 1983
budget targets. Nobody can say that is
not an emergency. There is no emer-
gency on the Senator from Montana's
amendment. Quite to the contrary,
the U.S. Senate clearly plans to con-
template it, debate it, and vote on it.
Everybody has their procedures. The
Budget Committee has its procedures
for April 15. It clearly seems to the
Senator from New Mexico that as a
matter of principle this is precisely
what the Budget Act had in mind.

We can take a clear look and say
"Do we want every time something
like this comes along, that has plenty
of time and does not belong on this
bill, do we want to waive the Budget
Act?"

As I indicated, I would have made a
point of order. I did not make one oji
the basic bill. Quite to the contrary.
Consulting with the leadership we pro-
vided a mechanism to say we do not
want to use the Budget Act in this
case because this is an emergency and
that worked. Nobody challenged t. We
did not shove that down anyone's
throat. Anybody could have gotten up
and objected to it and forced a vote,
and said "We don't want to waive the
Budget Act."

We have a different situation here,
very different from the standpoint of
policy and from the standpoint of pro-
cedure. We can vote on withholding
another time; we cannot vote on un-
employment compensation 2 or 3
weeks from now. It will be too late. I
Just note that in a small State like
New Mexico we are talking about 5,000
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people running out of unemployment
compensation if we do not pass this
bill. In other States it is many times
more than that. That is what makes
this situation different from the
amendment that the Senator from
Montana has here. Twenty-six thou-
sand nemp1oyed in the State of Lou-
isiana will not get their unemployment
benefits if this bill is not passed.

One might say, "Well, what about
all those people who are being ad-
versely affected by the withholding?"
I think I have addressed that. There is
already a procedure for taking care of
that. We will all have our opportunity
to look that one squarely in the face
without the unemployed people of the
country losing benefits without the
social security compromise coming un-
raveled, and all of the other things
that have been said here on the floor.

Mr. LONG. Mr. President, will the
Senator yield for a further question?

IvIr. DOMENICI. I would be pleased
to.

Mr. LONG. In view of the fact we
have been informed by the distin-
guished chairman of the Finance Com-
mittee that Treasury proposes by reg-
ulations to put the withholding off to
make it year-end withholding rather
than to make it withholding prior to
the end of the year, can the Senator
tell me how much revenue the Treas-
ury would lose during the remainder
of fiscal year 1983?

Mr. DOMENICI. I am informed that
that which the Secretary of the Treas-
ury proposes to do by regulation wa
already taken into consideration In the
basic bill, and that the only change
was in NOW accounts which came into
existence alterward. This will have
some effect on the total revenues, but
there is nothing we can do about that
in terms of the issue that Is before the
Senate. If the law provided for that
they are free to do that and, as I un-
derstand it, the estimates took that
into consideration.

Mr. LONG. Can the Senator give us
his estimate what difference it makes
to start withholding in 1983 rather
than 1984?

Mr. DOMENICI. I submitted it for
the RECORD a couple of days ago, it is
about $1.1 billion for the remainder of
fiscal year 1983, I think the Senator
knows the numbers with reference to
the outyears. Since the Senator from
Montana's amendment addresses only
a year, the loss is $1.1 billion in reve-
nue using the same CBO estimates
and Joint Tax Committee experts on
both the original estimates and these.

Mr. LONG. Is this not true, Senator.
that the Budget Act with regard to
the issue of waiver makes no real dis-
tinction between waive? for emergency
purposes or waiver because Congress
for some other reasons might regard it
as good Federal policy?

Mr. DOMENICI. The Senator is ab-
solutely correct.

Mr. LONG. I thank the Senator.
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Mr. DOMENICI. I think I made that
point, and certainly appreciate his
clarifying it for me. I do not intend to
indicate that there are levels of waiver
considerations or qualities or quanti-
ties. It is just clear that this one via-
lates section 311 of the Budget Act,
and the Senator has asked for it to be
waived. I suggest this is an opportuni-
ty for us to avoid the discussions, all
the discussions, that have been going
on and to do what we ought to do, to
say it does not belong on this bill, and
the budget provides us with an excel-
lent vehicle to keep it off. Unless the
Senator gets a majority of the votes
here, he cannot get a waiver, and the
provision will not be on this bill. I
think that is something that is helpful
to everyone here. If we vote against
the distinguished Senator in his
waiver, we are not voting on the issue.
We are voting on whether to reduce
the revenue base of the country when
we have huge deficits. Everybody says
we must in some way get rid of those
deficits. I did not find anybody propos-
ing that we get rid of this $20 billion
over the next 5 years. I did not hear
anybody say "Well, I have a new tax
to take its place or I have $20 billion in
medicare changes or other cuts to take
its place." We are just here deajing
with $20 billion as if it does not matter
on the deficit side. We Just wipe it out
and nobody ought to be worried about
it. We have received a lot of letters.
We have a way of working our will and
hopefully before we are through we
will provide some way to continue the
deficit reduction. But we will have
done it thoughtfully, without just
wiping away $20 bililon over the next
5 years from the omnibus budget bill
that reduced deficits and started us on
this road to recovery.

Mr. President, there is no doubt in
my mind that while there may be var-
ious reasons for waiving the Budget
Act. We have discussed a couple of
them here today. However, the uren-
cy of unemployment compensation,
the good fortune of time that we ar-
rived at a social security solution with
the fine cooperation of the President,
the Speaker and the blue-ribbon Com-
mission, that that occurred at the end
of a budget cycle and therefore we
have a waiver for that bill, there is no
doubt that those are the kinds of
things that would be overwhelmingly
supported here.

But there is no doubt In my mind
that there are not gomg to be further
tax reductions In 1983. and 1984, and
1985. We have to produce a new
budget resolution. It will have some
new policies. It will talk about all the
main issues, everything from defense
to taxes. But can anybody really stand
up here and say they expect the policy
is going to move in the direction of
cutting more taxes in the 1983, 1984,
1985, 1986 cycle? That is basically
what we are doing here today and that
is why I feel confident in opposing the
amendment, the motion to waive, and
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why I think Senators ought to think
very carefully before they do it.

You know it almost strikes me that
we go through this onerous job of rec-
onciliation on the tax side, we make
some tough decisions, and we provide
$98 billion over the next few years, we
reduce the medicare costs, we reduce
some other expenditures in the budget
and then, before the ink is dry, we
come down and say "Well, as to $20
billion of that $98 billion, we just want
to wipe it out and add $20 billion to
the deficits."

We ought not be concerned about it.
Some would be saying "We ought to

grant this waiver just like nothing is
at stake. Senator Mcrni is right,
waive the Budget Act."

I hope I have convinced the Sena-
tors that this is an appropriate proce-
dure that the Budget Act prescribed.
It ought not be waived cavalierly and
it ought not be waived here this after-
noon. Quite to the contrary, we ought
to get on with the business of passing
this bill and, in due course, taking up
the issue that is raised in part, not in
toto, but in part by the amendment of
the distinguished Senator from Mon-
tana.

Mr. LONG. Mr. President, I am in-
formed that the Treasury regulations
to provide for year-end withholding
would Cost us $50 million in revenue in
fiscal year 1983 and would cost us $200
million in revenue in 1984.

Now, that is the revenue loss be-
cause the regulations reduce the
amount that we would collect other-
wise by that amount. This compares
with the Melcher amendment which,
in the main, involves whether you col-
lect the money sooner, within the next
few months, or whether you collect it
after the end of the year when people
file their tax returns.

Now, the Treasury, in my judgment
just in order to try to reduce the oppo-
sition to the withholding, brought out
these Treasury regulations which will
cost us $250 million in 1983-84 with no
further consideration. They just
thought it would be a good idea to
strengthen their position in trying to
put the withholding on interest and
dividends into effect. So the Treasury
makes that change without budgetary
consideration; just does it to increase
their strength here in the Congress in
trying to maintain the system of with-
holding on interest and dividends.

They can do that without any proc-
ess. I have not heard a soul here on
the Senate floor protest about the loss
of the $250 million by the Treasury
changing their regulations to try to
pick up some votes in the Congress.

When the Senator proposes a meas-
ure that would defer taxes—and most
of what is involved in the budget
impact is merely deferring the co1lec
tion of something from the third quar-
ter of this year over into April of next
year—we are told, "Oh, my goodness,
that is going to cost us some money."
The practical matter of that is most of
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it is deferral of tax collection to a
future point.

Mr. President, I believe we ought to
look at some of these things in perU
spective, rather than to contend that
those who agree with one are carrying
on a holy crusade and those who dis.
agree with one are bad people engag-
ing in conduct unworthy of Americans.

For example, Mr. President, I heard
so much conversation on the Senate
floor to the effect that the bankers
have done something unworthy of
bankers in making their case against
withholding. I had little choice but to
repair to the Constitution of the
United States to see if they had some
support for their position. I find the
first amendment of the Constitution
relevant.. That is an amendment that
says that Congress shail pass no law
prohibiting the exercise of free speech
or free press, or the right of people to
assemble peaceably.

Let me quote these next words: "And
to petition the Government for a re-
dress of grievances."

Now, there is the same amendment
which so correctly protects the free-
dom of speech, freedom of press, and
freedom of people to assemble. And
there is the right of people to petition
the Government for a redress of griev-
ances. They thought enough of the
right of people to protest that they ac-
tually wrote it right there in the Con-
stitution and sent it out for the States
to ratify in the Bill of Rights,

To chastise and scorn people for ex-
ercising their rights under the Consti-
tution, Mr. President. is just contrary
to American traditions, and we ought
to stop that.

Furthermore, we ought to stop pre-
tending that all the righteousness is
on our side and all the evil is on the
other side. Let me read a proposal out
of the 1980 Republican Party plat-
form, which, in my judgment, was sin.
cerely placed there. I just have diffi-
culty believing that those on the other
side of the aisle are not as sincere as
those on my side of the aisle. Let me
read this language:

We also oppose Carter proposals to Impose
withholding on dividend and Interest
income. They would serve as a disincentive
to save and invest and create needIes pa-
perwork burdens for government, business,
industry, and the private citizen

Mr. President, listen to this vitriolié
language: "They would literally rob"—
that is not my word, Mr. President.
that is the 1980 Republican platform—
"They would literally rob the saver of
the benefits of interest compounding
and automatic dividend reinvestment
prograrn."

Mr. President, we have been told
that an article appeared in the Wash-
ington Post exposing the Improper
conduct of the bankers. I had to go get
me a copy of that article, because
every now and then you find some-
thing in the Washington Post that is
very thoughtful and well done, and
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you cannot tell whether It is good or
not until you read the article.

So, Mr. President, I went and got
this article that the Senator from
Kansas (Mr. Doi9, the distinguished
chairman of the committee, referred
to yesterday.

- I wish to congratulate the person
who wrote the article on Sunday,
March 20, Mr. Paul Taylor. It was
worthy of reference by 1he chairman
of the Finance Committee.

Let me just read what the author
said on this subject:

One ad that especially annoyed Dole
reads, In large boldface type: "WarnIng: 10
Percent of the Money You Earn In Interest
Is Going to Disappear," with the word "Dis-
appear" fading to white.

That ad was held up for us to see
yesterday, and I saw it.

Misleading? Perhaps. But the body of the
ad makes it clear that this Is a withholding
scheme, not a new tax, and that therefore
the 10 percent is a payment against taxes
that would be owed at year's end.

The ad notes there are exemptions for the
poor and elderly, although it objects to the
red tape.

A more Inflammatory treatment—
This is the writer to whom I compli-

mented for writing in the Washington
Post—

A more inflammatory treatment comes
from a sample speech distributed by the
ABA to member banks: "Literally, the Gov-
ernment will be picking the taxpayers' pock-
ets."

Now, that is a strong statement, Mr.
President. I doubt if I would go as
strong as the American Bankers Asso-
ciation.

"Literally, the Government will be picking
the taxpayers' pockets." The Government
will be able to "loot your savings account,"
it says.

That compares with a passage in the 1980
Republican campaign platform, which op-
posed President Carter's withholding pro-
posal: "They would literally rob the saver of
the benefits of interest compounding."

Now, I leave it up to any fair-minded
person, who is being the stronger in
overstating his case? Would it be the
banlçers who said that they would pick
the saver's pockets or would it be the
Republican Convention which said
they would rob him?

"Robbing" suggests that someone s
breaking and entering feloniously at
night or separating one from his
wealth at the point of a pistol or a
knife.

Mr. President, It is difficult to
choose who was the more vitrioloc in
that regard. I suggest that we stop this
thing of the pot calling the kettle
black.

Now, Mr. President, to go further,
the Senator from Louisiana had lost
all interest in the matter some years
ago until a majority of the Senate
brought in a resolution taking the p0-
sition that the Congress should under
no circumstances engage in withhold-
ing on interest and dividends.

That was Senate Concurrent Resolu-
tiOn 92, 96th Congress. 2d session,
June 12, 1980. This was reported on
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July 23, the legislative day of June 12,
1980.

Mr President. the resolution was re-
ported by Mr. LONG as chairman of the
Finance Committee. The RECORD will
show Mr. LONG did not sponsor this
resolution. He had nothing to do with
it. It came from others. Let me just
read the resolution.

Concurrent resolution declaring that the
Congress does not favor the withholding of
income tax on interest and dividend pay-
ments.

Resolved bzI the Senate (the House of Rep-
resent atives concurring), That it is the
sense of the Congress that the..enactment of
a withholding tax on interest and dividend
payments would be detrimental to the eco-
nomic well-being of the United States.

I confess, Mr. President, the Senator
from Louisiana reported that resolu-
tion to the Senate. It was not his reso-
lution; Whose resolution was it? The
principal sponsor was Mr. CnAw. For
himself and who? Mr. DOLE, Mr
LUGAn, Mr. GOLDWATER, Mr. DECON
CINI, Mr. HATCH, Mr. DURKIN, Mrs.
KA55EBAUM, Mr. STAFFORD, and so
forth, Mr. President, 60 Senators In
all.

I ask unanimous consent that the co-
sponsors be printed in the RECORD, Mr.
President.

There being no objection, the co-
sponsors were ordered to be printed In
the RECORD, as follows:

LI5T OF COSPONSORS

Mr. Dole, Mr. Lugar, Mr. Goldwater, Mr.
DeConcini. Mr. Hatch, Mr. Durkin, Mrs.
Kassebaum, Mr. Stafford. Mr. Tower. Mr.
Humphrey, Mr. McClure, Mr. Cochran. Mr.
Church, Mr. Helms, Mr. Pressler, Mr. Ford,
Mr. Garn, Mr. Randolph. Mr. Danforth, Mr.
Hayakawa, Mr. Thurmond, Mr. Pryor, Mr.
Zorinaky. Mr. Hatfield, Mr. Mathias, Mr.
Wallop, Mr. Young, Mr. Schmitt, Mr.
Cohen, Mr. Heinz, Mr. Roth, Mr. Laxalt,
Mr. Durenberger. Mr. Baker, Mr. Stevens,
Mr. Warner, Mr. Armstrong, Mr. Stone, Mr.
Percy, Mr. Glenn. Mr. Leahy. Mr. Morgan,
Mr. Nunn. Mr. Bumpers, Mr. McGovern.
Mr. Tsongas, Mr. Schweiker, Mr. Hart, Mr.
Eagleton, Mr. Boren, Mr. Metenbaum, Mr.
Melcher, Mr. Stewart, Mr. Williams, Mr.
Levin, Mr. Gravel, Mr. Nelaon, Mr. Riegle,
and Mr. Bentsen.

Mr. LONG. Mr. President, that is a
majority of the U.S. Senate, ably
headed by the ranking member of the
Finance Committee, Mr. CHAFEE, for
himself and Mr. DOLE, who was at that
time the ranking member of the mi-
nority side, and who serves with great
distinction as chairman of the Com-
mittee on Finance at the present time.

Mr. President. here is a statement
that I read off the wire, indicating
that President Reagan charges that a
compromise on social security legisla-
tion is being held hostage by "selfish
banking interests and urged Congress
to reject efforts to bar withholding
taxes on interest and dividends."

I ask unanimous consent that this
item be printed in the RECORD, Mr.
President.

There being no objection, the news
item was ordered to be printed in the
RECORD, as follows:
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WITHHOLDING

(By Jim Luther)
WA5fflNGT0N.—President Reagan charged

today that compromise social security legis-
lation is being held hostage by a "selfish"
banking industry and urged Congress to
reject efforts to bar withholding taxes on
interest and dividends.

"The social security and unemployment
Insurance lifeline that eztends to millions of
Americans . . . cannot be permitted to be
severed by the obstruction tactics of a
Washington lobby and its congrsssional
friends," the President said in a written
statement issued at the White House.

Because of the fight over the withholding
amendment, it appears unlikely Congress
will be able to meet its deadline of complet-
ing work before Easter on the $185 billion
measure to shore up the troubled social se-
curity system. Lawmakers plan to recess all
next week.

Reagan met with congressional Republi-
cans today and blasted the banking lobby
for its tactics, according to Senator RoBT
J. Doi, R-Kan.

After the meeting, Dole told reporters,
"The President. in one of the rare times I
have seen him really disgusted, threw his
glasses down and said he's had it up to his
keister with the banking industry for their
distortion and outright falsehoods on with-
holding on interest and dividend income."

Dole, the manager of the social security
legislation and the biggest champion of
withholding, said Reagan singled out the
American Banking Association or its "out-
right false information."

In his statement. Reagan said he would
have °gladly signed" the social security leg-
islation "to relieve legitimate worries about
the economic security of so many."

"Now, however, a selfish special interest
group and its congressional ailles are at-
tempting to make this vital economic secu-
rity bill a legislative hostage," the President
said.

The amendment to repeal withholding—
"based on a campaign of distortion and de-
signed to prove that the banks and other fi-
nancial ihstitutions cn still have their own
way in Washington—has no place in the bill
pending before the Senate," he said.

Mr. LONG. Mr. President, I find
myself asking that If one is in error,
why must he be so self-righteous when
he changes his mind? Why should he
not concede that these are matters
about which honest people differ?
Some people might feel strongly one
way, some might feel strongly the
other way, and there is a lot to be said
for both sides ofthe argument.

I, for one. Mr. President, am not con-
vinced—with all the mail I have re-
ceived, 58,000 communications at last
count, many thousands of them hand-
written—I am not convinced and I
cannot believe that the people of Lou-
isiana who sent me those communica-
tions are ignorant, stupid, or incapable
of knowing what they are talking
about. It just seems to this Senator
that people are very well Informed on
the subject. They have been Informed
by both sides. I cannot believe that
they do not know what they are talk-
ing about.

Furthemore, Mr. President, when
the Senator made reference yesterday
to the so-cailed two-way mirror, this
Senator cannot find any basis for get-
ting upset about that. What it appears
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happened was that a public relations
firm, seeking to determine how best to
pursue their effort to convince the
public, or persuade the public to their
point of view, paid people $25 each to
sit down and talk about matters. They
had someone looking through one of
these mirrors where you can see
through one way but you cannot see
through the other, seeking to observe
how people reacted.

Mr. President, there is no claim of
right of privacy here. These are people
who accepted $25 to sit down and talk
about matters of the day. Incidentally,
that is good pay to talk about matters.
Most people are willing to sit around a
cracker barrel and talk about some-
thing for nothing, but here they are
paying $25 per head to sit down and
talk to you, telling you what they
think about matters. It seems to me
that is a pretty nice proposition.
People get my opinion all the time
without paying, and I pick other peo
ple's minds from time to time without
any pay. I see nothing wrong about
that technique.

I should think that advertising firms
might decide whether to recommend
that their clients should put out
purple hose rather than brown hose,
or green hose rather than white hose.
They; might pay somebody, and I
think that would be a generous thing
to do, to pay somebody $25 to sit down
and give their opinion. One beautiful
lady walks in with purple. hose, and
then a lovely lady walks in with laven-
der hose. Then they ask, "Which hose
do you think is the more attractive?
Which do you think would more at-
tract the customer?"

Chances are, the person interviewed
would probably answer the question
based on the shape of what was in the
hose. But, Mr. President, if they
brought In two identical twins, then I
think one might get an unbiased opin-
ion as to which hose would be more at-
tractive on a young lady and would be
m a better position to suggest to his
client which he would recommend.

I find nothing improper about that,
Mr. President. It just seems to me to
be one of prejudging his own position
to say that there Is some evil about
someone seeking to test public reac-
tion, by paying somebody $25 to talk
to them about matters and recording
it.

I would be willing to bet if you went
out there on the street right now and
you asked, "How many people can we
find who would be willing for $25 an
hour to talk about matters and give
their judgment about matters, well un
derstanding that somebody is going to
be peeping through a mirror and re-
cording everything they said about the
subject? I would think that for $25 an
hour you would fmd a whole horde of
people out there on Pennsylvania
Avenue right now who would be will-
ing to do something like that.

I think there is no point in someone
suggesting anything improper about
that matter.

CONGRESSIONAL RECORD — SENATE

I do think, Mr. President, that those
of us who take a position have a re-
sponsibility to report to our constitu-
ents on what we did about it. Did we
prevail? Did we have a vote? Did we
win or lose? Did someone filibuster
and delay? What happened?

Mr. President, the majority of the
Senate indicated that we do think this
provision for withholding on interest
and dividends ought to be repealed.
Having taken that position, Mr. Presi-
dent, as one of the group of more than
50 Senators, this Senator is going to
continue to support the repeal effort.

Does the Senator from Montana
desire that I yield to him at this point,
Mr. President?

Mr. MELCHER. Yes, Mr. President.
Mr. LONG. I will yield for a ques-

tion, if the Senator desires or other-
wise I will yield the floor.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Kansas.
Mr. DOLE. Does the Senator yield

the floor?
Mr. LONG. Does the Senator desire

that I yield for a question or that I
yield the floor?

Mr. MELCHER. I wanted to ask a
few questions, if the Senator will yield.

Mr. LONG. I believe I will Just yield
the floor, Mr. President.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Kansas.
Mr. DOLE. Mr. President, I will be

happy to yield to the Senator from
Montana in a moment. I just want to
compliment the senior Senator from
Louisiana for upholding the banks,
the ABA, and the other powerful lob-
bying groups. I cannot believe the Sen-
ator from Louisiana would defend the
tactic of gathering 5 or 10 people to-
gether, without telling them that they
are being watched through a one-way
mirror, simply, because they are get-
ting paid $25. I guess what we need to
know is, did the people know they
were being watched, and do we know
what they were being asked, or what
they were being told?

The Senator from Kansas suggests
he can almost hear the questions and
statements, or mistatements, based on
the ads we have seen run by the
American Bankers Association.

One is that the 10-percent withhold-
ing is a new tax. If you get four people
together in a room, and I do not care
whether it is a one-way mirror or a
two-way mirror (a two-way mirror
might not help very much) if you said
It was a new tax, and asked 'What do
you say about this?" they would say "I
am against it."

And then throwing more raw meat
into the cage, claiming that the law
will be taking away savings, or hurting
the elderly, you can stimulate people
pretty well.

There is no doubt in my mind that
these are experts. They demonstrate
how good they are. I hope we can get
the name of this marketing group be-
cause if they can sell this to the Con-
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gress and the American people they
can probably sell almost any candi-
date.

Maybe even those running for office
want to look up this group. I would
just suggest that if these people can
market repeal of this law, which is
nothing but collection mechanism,
they may have a knack for selling can-
didates.

I do not really think that is the way
the bankers in my State would deal
with their grievances with the law. I
do not believe there is any banker In
the State of Kansas who would bring
people into a room and peek at them
through a mirror while somebody was
feeding them some "raw meat," some
inflammatory misinformation, In an
effort to stimulate a proper response. I
do not think that would happen—I am
certain that would not happen in the
State of Kansas.

I have heard a lot about the Repub-
lican platform. I did not realize the
Democrats had so much interest in the
Republican platform. That is the first
time I have heard it mentioned in a
couple of years. I am not even certain
the Republicans have much interest In
the Republican platform. Now we are
getting all this bipartisan interest in
the Republican platform. But there
was a significant difference between
the Carter proposal and the proposal
that is on the floor today.

The Senator from Montana read
with some enthusiasm a reference to
the Republican platform. In the first
place, the Carter plan required 15-per-
cent withholding, not 10 percent.
Second, the broad exemptions for the
poor, the elderly, and the small ac-
counts were not available. Third, the
broad end-of-the-year withholding
rules were generally not available
under the Carter proposal. Thus, the
proposal criticized by the Republican
platform was very different from that
of last year.

I am sorry to see the Senator from
Louisiana leave. I was Just going to
read a statement he made on June 30,
1976. I voted with the Senator from
Louisiana, he was so persuasive. The
Senator from Louisiana said:

In 1962 the House passed a proposal very
similar to what the Senator is proposing
here. President Kennedy worked very hard
to try to get us to agree to that. I was one
who held out against it and would not sup-
port it at that time because it seemed to
place a very heavy burden on the banks to
do all the bookkeeping and handle this. I
have had friends who are In the banking
business tell me that with these new com-
puters, and they say it cordidentially—they
are part of a fraternity and want to work to-
gether—it is really not much of an adminis-
trative problem at all. It would be very easy
for the banks to comply with this withhold-
ing.

Furthermore, they have perfected the
techniques to be used. Here Is a situation
where literally millions, perhaps 5 million
and maybe even more, of taxpayers are suc-
cessfully avoiding paying their taxes on in-
terest and dividend income to the Govern-
ment. As the Senator said, it is not a matter
of closing a loophole, but this is just a
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matter of catthlng tax cheaters. When we
let as many as 5 millIon taxpayers chisel
and cheat on the Government it Is bad for
taxpayers' moral. People feel they can cheat
on their taxes and get away with it. So I
would hope the amendment would be
agreed to.

We have been under pressure to pick up
some revenue to pay for the tax cut in the
bill. We have bad some pretty bitter fights
about this. At least for the time being, if the
amendment were agreed to, that would
make the controversy over the budget item
moot because we would have enough reve-
nue where we would not have to argue any
further about that for the time being.

He went on to say how this could be
administered without any problem and
President Kennedy's administration
was satisfied.

Mr. President, I do not cite that to
disagree with the distinguished Sena
tor from Louisiana. We can au, as he
says, stand here and say someone was
on this side, someone was on your side.
The broader point Is that in 1982 we
were faced with growing deficits, we
were faced with high interest rates, we
were faced with a failing stock market,
The President of the United States,
Ronald Reagan, said, "We have to
take some tough action." One of the
things he suggested was a $99 mil-
lion—some say tax increase; this Sena-
tor believes It is tax reform. In that
package was tax withholding of 10 per-
cent, with a lot of exemptions to take
care of elderly and other low-income
people. I suggest there is a vast differ-
ence between what happened In the
Carter Imnftratjo and now.

It Is not popular. The Senator from
Kansas agrçes it is not popular. I do
not quarrel with those opposed to it.

I have said-on this floor a half dozen
times the very thing the Senator from
IuisIana said. Certan1y, the people
have a right to petition Congress, a
right to redress their grievances. I sug-
gest they ought to do it in an appro-
priate way. They ought to lay out the
facts and should not try to deceive the
American people. They should not say
it Is a tax when It is not a tax. That is
the quarrel we have had, plus it does
bother the Senator from Kansas a
little bit, I guess, because it was this
Senator who, last year, made the
motion to delay withholding for 6
months so the banks could work it out.
I now believe that they have used that
6 months, obviously not to work it out
but to do it in.

I hope the Senator from New
Mexico prevails. It seems to me if we
can do this, I have just talked to the
chairman of the Ways and Means
Committee. He is still very hopeful we
can go to conference and finish the
social security package this week.

Mr. MELCHER addressed the Chair.
The VICE PRESIDENT. The Sena-

tor from Montana.
Mr. MELCHER. Mr. President, very

clearly, on introducing the amend-
ment, I based my support of the
amendment on considering not only
the merits of reconsideration of the
withholding provisions, allowing for a
timeframe for both the Senate and
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the House to do that, but I also based
It well knowing there would be reve-
nue loss for this fIscal year. That, of
course, requires a budget waiver.

We had a budget waiver on the bill.
It was adopted unanimously without
debate. Although the bill carries with
it far more revenue loss than is in-
volved In the revenue loss from my
amendment, it was nevertheless rou-
tinely accepted by the entire Senate.
No debate, a simple statement of the
resolution, and unanimous adoption.

To belabor the budget waiver on this
amendment is a technicality which
those opposed to the amendment will
attempt to use to evade voting on the
merits of the Issue involved in the
amendment. A vote on a budget waiver
does not change the issue at all on
what is involved in the amendment.
Being for the amendment implies
agreement with the waiver.

There is no way to stretch the imagi-
nation or to stretch the record or to
alter the record but what a vote
against the budget waiver is a vote
against the amendment itself. Since it
was planned to make a point of order
against the amendment for lack of a
budget waiver, I offer this motion not
to delay consideration of the amend-
ment or the underlying bill but to
move on, to make progress, and to do
exactly what the Senator from
Kansas, the chairman of the Commit-
tee on Finance, has indicated we
should do, attempt to pass the bill
today.

Instead of promptly adopting the
waiver by unanimous consent or voice
vote, we have had more of the same
filibuster, more of the same argument,
hoping that, somehow, the individual
Senators will either be confused or be
tired of the whole argument and just
vote against the budget waiver. My in-
tention is to move as expeditiously as
the managers of the bill will allow and
get on with the vote, not only on this
amendment but to subsequent amend-
ments that will be offered to the bill,
and get on with passage.

Reference was made to what the
Treasury Department announced on
March 2, where, in Treasury News, a
press statement quoting the Treasury
Department says:

The Department of the Treasury today
announced revisions to the regulations re
garding withholding on dividends and inter-
est and on the broadened information re-
porting rules, to take Into account conerns
raised by Members of Congress and affected
financial institutions.

The announcement states that Treasury
will defer the effective date for withholding
with respect to ortgina issue discount in-
struments until January 1, 1984.

I had earlier introduced a sense of
the Senate resolution which would put
the Senate on record a advising
Treasiry to delay the withh1ding
procedures until at least October 1. On
March 2, the Treasury Department
issued this statement and said they
needed more time in order to imple-
ment withholding on certain thstru-
ments—which, by the way, Include
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Treasury notes and bonds they them-
selves sell. They need more time to in-
stitute the tax withholding procedure
on Treasury notes and bonds.

Let me ask this: Is this not the very
area or rather the two areas—the
original tsue discount instruments in-
cluding (a) Treasury bills, (b) other
discount Instruments where Treasury
Department officials state that there
is tax Those are the two areas.
These are the two areas the Treasury
Department and the Joint Committee
on Taxation agree have been the two
prime areas where there ha been a
problem collecting the taxes due on in-
terest.

That Is where the Treasury has said
that, in particular, they want to zero
in, because they believe the proper
amount of income taxes have not been
paid on interest that holders of these
bills or other Instruments have. Hold-
ers of these Investments have evaded
paying their just taxes in maiiy in-
stances, Treasury officials have assert-
ed.

What is going on here? This is the
area In which they said they feel there
is a large amount of cheating. They
want to close the loophole, close the
gap, collect the money. On Treasury's
own volition they are going to delay
starting withholding until Jahuary 1;
hence, my amendment is offered to co-
incide with that. That is the area in
which they want to zero in. They feel
a lot of money is escaping, a lot of in-
terest payments are escaping report-
ing, and therefore the taxes are not
being paid on them.

By their own admission and by their
own volition, under their own regula-
tions, they are delaying the Implemen-
tation of withholding procedures
called for in the tax law of 1982, the
very subject we are talking about.

Was there any budget waiver on
that? Has anybody taken into consid-
eration the revenue loss involved in
that delay? Of course not. There is no
budget waiver on that. None is neces-
sary, because it is not before us. Yet, it
is a revenue loss.

To be honest about it, in the debate
on this particular point, those who are
opposed to our amendment should
concede what that revenue loss is.

I might point out that the Treasury
says they are flexible on the bank
float. In other words, they are flexible
on how many days the banks or the
savings and loans or the credit unions
may hold the taxes amounting to 10
percent collected from each custom-
er—how long they can retain that
money before turning it over to the
Treasury. The Treasury Department
officials say they are flexible on that.

The chairman of the Finance Com-
mittee has stated that bankers com-
pained about that, so the Treasury
very promptly said the Institutions can
have another 30 days. Or is 45 days
adequate? Is there a budget waiver on
the revenue loss there? Or is the float
time going to be extended even more?
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Would we even consider the revenue
loss there? Of course we should, if we
are going to be completely honest and
fair and complete about what we are
talking about In raising revenue.

I point out that what Is being done
does cost Treasury money. The 90,000
employees IRS has on the payroll,
paid for out of Treasury funds, have
work to do in connection with this par-
ticular withholding provision in the
law.

There were requests for a delay in
the areas I have mentioned. The
Treasury Department has established
the delay. They have established it
under their own regulations. They
have done so because they cannot get
ready before then. In order to get
ready for the rest of it, affecting ordi-
nary taxpayers what they are doing Is
sending out with every tax refund the
Form 662-A which I described yester-
day. It describes to the individual tax-
payer what they are going to start
doing in connection with withholding
on interest and dividends beginning
July 1, II there Is no change in the law.

I am advised that 50 million of these
are being tucked in the envelopes with
the refund checks. We are told by the
Senator from Kansas, the chairman of
the Finance Committee, that every-
body who receives a social security
check on April 1 wl]I also have one of
these forms Inserted into the envelope
along with the check. That Is another
36 mIllion. Yes, they are busy prepar-
ing these forms in order to be able to
explain the collection of the taxes
withheld. That costs money. There Is
no budget waiver on those. They have
been busy preparing this brochure I
have here. It Is on a pretty good grade
of paper. They probably cost about 6
or 7 cents apiece. The questions and
answers in this Treasury Department
brochure deal with withholding on in-
terest and dividends. I will read only
the last question and the answer.

The question: "Why couldn't the
Government simply strengthen the in-
formation reporting system in order to
accomplish the withholding?"

The answer: "Much nonreporting is
due to inadvertence, forgetfulness and
failure to keep records. Any attempt
to reach this unreported income
through information reporting and
audit procedures would require mil-
lions of telephone calls, letters, and
visits, many involving small amounts
of tax, which inevitably would have
been regarded as "harassment" of tax-
payers."

Treasury Department March 2 press
release describes the area In which
they are going to wait for January 1,
which they have identified as an area
where they really want to zero in,
where they feel there are large
amounts of tax due from taxpayers
who are evading payment. For Treas-
ury notes and other discount rnstru-
ments—there is going to be a delay
until January 1 to start withholding
taxes. But for ordinary taxpayers with
savings accounts.
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I want to return to that answer in

the brochure. The last phrase says
that "telephone calls, letters, and
vlsits * * would have been regarded
as harassment of taxpayers." The
word "harassment" is in quotation
marks.

So, rather than harassing those indi-
viduals who they feel constitute the
big area in which many tax dollars are
escaping, they will delay that to Janu-
ary 1, and they are going to send out
these forms to the rest of the taxpay-
ers and start collecting on July 1.

I think that is the answer as to why
we are getting the letters we are re-
ceiving from constituents complaining.
They see through the IRS method of
collection of additional taxes.

People feel it is harassment. People
feel it is unnecessary. People feel it is
just some more redtape. People feel it
is just another step by the IRS, and
they do not really believe that the cost
of doing it really nets out much reve-
nue gain.

I agree. I think in the revenue esti-
mate by Treasury the revenue gain is
overestimated. But I use their figures
in stating my case; Those figures are—
$1.1 billion.

My motion is for a budget waiver on
the amendment and hopefully it will
be a favorable vote so we can get on to
the real Issue of voting on the amend-
ment itself, pass it hopefully, and then
get on with the rest of the amend-
ments to the social security bill and
final passage.

The VICE PRESIDENT. The major-
ity leader is recognized.

Mr. BAKER. Mr. President, I will
not take very long because I agree it is
time for this issue to come to a head.
But before we vote, I wish to make an
effort to establish an hlstorcal per-
spective on where we are now, and
how we got here.

I can recall more than a year ago, a
year ago last August, in fact when I
had the opportunity to meet with
President Reagan and my colleague
and cohort on the other side of the
Capitol, the minority leader, Congress-
man MxcL, and a few others. When
we were talking about social security
at that time it was about minimum
benef its. That encounter was one of
what has now grown to be a list of sev-
eral cases in which I was required, ac-
cording to the dictates of my con-
science, to tell the President that I did
not think he should do what he had
proposed to do in respect to social se-
curity and minimum benefits because,
as I pointed out then, I thought and I
think now that social security is such
a politically explosive, and such a dev-
astatingly important political issue
that unless we can drain some of the
heat and energy out of that issue,
Congress will be immobilized and find
it impossible, or virtually so, to do the
necessary reform to the system as a
whole.

At that time I felt that there was
the imminent danger thab social secu-
rity would become the No. 1 political
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football of this century. Perhaps it
should. I do not know many issues
that affect as many people as social se-
curity does, so many people are de-
pendent and have no other recourse to
a livelihood and subsistence except for
social security. It is a devastatingly tin-
portant issue. I thought last year and
I think now, Mr. President, that on oc-
casion the political system of the
United States recognizes in its own
unique and perhaps unusual way that
some Issues are so important that they
must not be politicized, that we simply
have to rise above the usual and neces-
sary partisan political conflict and ad-
dress the Issue at hand on a bipartisan
basis. It is not often that we act in
such a manner, but when we do, I
think they are the best moments of
our political system.

It was In the wake of my conversa-
tion with the President and his advis-.
ers and in the wake of subsequent de-
velopments that the President sought
the establishment of a bipartisan com-
mission to consider the social security
question. It was an attempt to depolit-
icize In, an attempt to form a commis-
sion modeled after the Water Quality
Commission which was chaired by
then 0. Nelson Rockefeller, that com-
mission produced a series of recom-
mendations which were largely en.
acted into law and were the result of a
bipartisan effort that was widely cele-.
brated and cheered.

The President proposed that he
would appoint part of the Social Secu-
rity Commbion, that the Speaker of
the House of Representatives would
appoint part and I would appoint part.
Indeed this was done in collaboration
with my friend and colleague, the mi-
nority leader of the Senate, and the
Speaker invited the minority leader of
the House Representatives to partici-
pate as well. So the bipartisan Com-
mission on Social Security was consti-
tuted, the latest embodiment of an
effort to rise above partisan political
advantage to address an Iaue of burn-
ing, compelling importance.

And how well I recall reports of that
Commission's deliberations about how
pessünlstic the Members were that
any agreement could be reached and
how their hopes were buoyed up and
then dashed on the rocks of disap-
pointment. But finally, Mr. President,
the Social Security Commission pro-
duced a result and by near unanimous
vote recommended fundamental and
important and vital changes In the
social security system on a bipartisan
basis, and those recommendations
were reported to the House of Repre-
sentatives and to the Senate.

I recall at that time, Mr. President,
that many politically seasoned observ-
ers remarked at that time, "Well, this
is a good recommendation but it will
never hold together, the package will
fly apart because partisanship will
once again emerge and destroy the
best efforts of this Commission." But
those remarks proved to be false, Mr.
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President; Indeed, the package was en-
acted by the House of Representatives
with no fundamental changes, and
that is a tribute to the ability of Re-
publicans and Democrats in the House
of Representatives to rise above parti-
san political advantage and to address
a basic need of the Nation.

So now the bill reaches the Senate,
and now the chailenge rests with us.
Are those who predicted that the
package wifi fly apart because of parti-
san consideration or personal political
advantage correct? Or is the Senate
going to continue the tradition that
was begun by the President, extended
by the Speaker of the House of Repre-
sentatives and by the bipartisan Com-
mission on Social Security, and con-
firmed by the House of Representa-
tives and laid before the Senate for
the final challenge? Are we going to
fail to carry out that effort to depoliti-
cize this most Important fundamental
political Issue? That is precisely what
we are confronted with at this
moment.

The perspective I would propose to
suggest to the Senate is this: Against
that background, let me suggest that
the motion to waive the provisions of
the Budget Act made by the distin-
guished Senator from Montana in lay-
man's terms is the following: Senator
Ma.ci is saying In so many words.
"I ask the permission of the Senate to
add an extraneous measure to this bill,
this social security package, which was
not recommended by the Commission,
which makes a fundamental change
and probably will blow this package
apart. And that I recognize that it is
not in order because the Budget Act.
prohibits it unless the Senate will
grant its eOnsent."

That Is the perspective. Will the
Senate grant its consent for an amend-
ment to be offered to this package
that the House of Representatives
would not accept, that the Commis-
sion did not accept, and which will
threaten and endanger the fundamen-
tal aspects of a bipartisan effort to
cure important defects in the Social
Security System?

That is what we are being asked to
do, to give consent of the Senate to do
what the Rouse of Representatives de-
clined to do, what the Commission de-
clined to do, and what the country
does not want done.

Mr. President, I am not here to
argue the merits of withholding of in-
terest and dividends. Nor do I think
that should be the issue before the
Senate because the Senate has decided
in its wisdom to schedule a debate on
that issue on April 15 this year. I did
not take any offense when questions
were raised about whether that would
actually occur or not, and I agreed,
indeed, as I recall, I suggested the pos-
sibility of calling up the chosen vehi-
cle and making it the pending business
before the Senate so that an interest
and dividend withholding amendment
cou'd be offered at that time and then
to lay aside that measure to resume
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automatically as the pending business
on April 15.

Some asked: Does that mean we
cannot offer it to social security? And
I said, of course, it does not mean that.
But I devoutly Wish for a different
result. I said then and I say now I
hope that will not be done. and I hope
the Senate will not now give its con-
sent for that to be done, for the vote
we are about to cast is not in favor of
or against interest and dividend with-
holding; the vote we are about to cast
is whether the Senate will give its con-
sent to add this extraneous matter to
the social security package. That is
the questlbn, Mr. President.

The VICE PRESIDENT. The Sena-
tor from New York is recognized.

Mr. MOYNI}[AN. Mr. President, I
move to table the motion to waive the
Budget Act—

Mr. MELCHER. Mr. President, will
the Senator withhold a minute?

Mr. MOYNI}[AN. I withhold with-
out losing my right to the motion I
have just made.

Mr. MELcff1ac. I thank the Senator
for doing that. I merely want to em-
phasize to the Senate that a great
number of the amendments that have
been accepted, already accepted, do
have a budget impact, and points of
order were not lodged because it was
agreed by the Senate to vote on the
Issue itself, the issue contained in the
amendment.

The same point of order or the same
requirement, the same procedure of
insisting on a motion for a budget
waiver on a particular amendment was
not made. And In this case. I just em-
phasize that what we are voting on is
the Issue itself. A vote against the
budget waiver is a vote against the
amendment to delay starting up the
withholding of taxes on savings and
dividends until January 1.

Mr. MOYNmAN. Mr. President, I
move to table the motion to waive the
provisions of the Budget Act.

Mr. BAKER. Mr. President, I ask for
the yeas and nays.

The VICE PRESIDENT. Is there a
sufficient second? There is a sufficient
second.

The yeas and nays were ordered.
The VICE PRESIDENT. The ques-

tion Is on agreeing to the motion of
the Senator from New York to lay on
the table the motion to waive the pro-
visions of the Budget Act. The yeas
and nays have been ordered, and the
clerk will call the roll.

The legislative clerk called the roil.
Mr. STEVENS. I announce that the

Senator from Wyoming (Mr. SnPsoN)
is necessarily absent.

Mr. BYRD. I announce that the
Senator from California (Mr. Ci-
STON) and the Senator from Maryland
(Mr. SARBANES) are necessarily a.bent.

The VICE PRESIDENT. Are there
any other Senators in the Chamber
desiring to vote?

The result was announced—yeas 54,
nays 43, as follows:

motion to lay on the table
the motion of the Senator from Mon-
tana to waive the provisions of the
Budget Act was agreed to.

Mr. BAKER. Mr. President, I move
to reconsider the vote by which the
motion was agreed to.

Mr. DOLE. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOMENICI addressed .the
Chair.

The VICE PRESIDENT. The Sena-
tor from New Mexico.

Mr. DOMENICI. A parliamentary
inquiry, Mr. President.

The VICE PRESIDENT. The Sena-
tor will state it.

Mr. DOMENICI. A parliamentary
inquiry, Mr. President. Does this
amendment violate section 311 of the
Budget Act?

The VICE PRESIDENT. It does.
Mr. DOMENICI. Mr. President, I

raise the point of order against the
amendment under section 311 of the
Budget Act.

Mr. MELCUER addressed the Chair.
The VICE PRESIDENT. The Sena-

tor from Montana.
Mr. MELCHER. Mr. President, I

wish to debate the point of order.
The VICE PRESIDENT. The point

of order is no debatable except at the
sufferance of the Chair.

Mr. DOMENICI. Has the Chair
ruled on the peint of order?

The VICE PRESIDENT. The Chair
has not rdled. The Senator may be
heard.

The Senator from Montana.
Mr. MELCHER. I thank the Chair.
The vote which just occurred, while

a procedural vote, Is, nevertheless, a
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(RollcaU Vote No. 38 Leg.]
YEAS—54

Gorton
Grassley
Hart
Hatch
Hatfield
Hawkins
Hecht
Heinz
Jackson
Kassebaum
Kennedy
Lautenberg
Laxait
Leahy
Lugftr
Mathias
McClure
Metzenbauni

Moynihan
Murowsid
Packwood
Pell
Pressler
Roth
Rudman
Specter
Stafford
Stennis
Stevens
Thurmond
Tower
Trible
wallop
Warner
weicer
Wi1on

Abdnor
Andrews
Baker
Bentsen
Bingaman
Boschwitz
Chafee
Chiles
Cochran
Cohen
D'Axnao
Danforth
Dodd
Dole
Domenici
Durenberger
Garn
Goldwater

Armstrong
Baucus
Biden
Boren
Bradley
Bumpers
Burdick
Byrd
DeConcIn
Denton
Dixon
Eagleton
East
Exon
Ford

Cranston

So the

NAYS—43
Olenn Mitchell
Heflin Nickles
Helms Nunn
Hollings Percy
Huddleston Proxmire
Humphrey Pryor
Inouye Quayle
Jesen Randolph
Johnston Riegle
Kasten Saser
Levin Synims
Long Tsongas
Matsunaga Zortnsky
Mattthgly
Meicher

NOT VOTING—3
Sarbanes Simpson
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vote on the substantive Issue. As such,
it was a denial on the procedural vote
of getting to the final vote on the
amendment. The motion for the
budget waiver was made by me and
was made with full knowledge that a
point of order would be raised on the
amendment as conflicting with or vio-
lating the Budget Act, and I did not
receive the waiver. Those waivers are
generally granted by unanimous con-
sent and Indeed, sometimes not even
unanimous consent Is asked on a
budget waiver. A vote Is just taken on
the amendment and the amendment is
voted up or down. That is the will of
the Sen&te as a result and the budget
waiver requirement Is ignored.

There are perhaps six—I am advised
several--probably six amendments al-
ready accepted to this bill that impact
the budget and would be subject -to a
point of order, requiring a waiver of
the budget rules.

The usual procedure of the Senate is
to vote on the Issue and as far as I am
concerned, the vote that has just oc-
curred prevents a vote on the Issue,
making the vote on a procedural
motion which Is ordinarily granted
without debate and sometimes, as we
find even with this bill before us now,
a waiver from the budget Is not even
asked for, but amendments have been
accepted and are part of the bifi now.

Mr. President, I thank the Chair
very much for recognizing me. I wish
to Inform my colleagues in the Senate
that I have no intention whatsoever,
arid I doubt whether anybody else
would have any Intention, of further
taking up the time of the Senftte by,
for instance, appealing the ruling of
the Chair, which the Chair is about to
make. I do so with the firm belief that,
having taken a vote, procedural or
otherwise, which is on the merits of
the amendment itself, there Is no need
to prolong the debate. The vote has
been cast, the decision has been made,
and the Senate will work Its will as It
should.

The VICE PRESIDENT. The Chair
rules that the point of order is well
taken. The amendment falls.

The Senator from Kansas.
Mr. DOLE. Mr. President, first, I

wish to thank the Senator from Mon-
tana. I Indicated for the RECORD earli-
er that the Senator from Montana has
been conducting debate on this
issue——

Mr. STENNIS. Mr. President, may
we have quiet here? I would like to
hear what the Senator has to say and
I think others may, too.

The VICE PRESIDENT. The Senate
will be in order.

Mr. DOLE. The Senator from
Kansas wishes to note for the Rcon
that I complimented the Senator from
Montana privately. I also wi.sh to do so
publicly because he has carried on this
debate in a very high-level manner. I
am wining now to move very quickly
to finish the social security package. I
think we can do that. I would appreci-
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ate the cooperation of all Senators
with amendxnents.

It is my hope to stay In session as
long as we wish tonight or until early
morning. I have had a conversation
with the chairman of the Committee
on Ways and Means. He would still
like to go to conference, If possible, to-
morrow afternoon or early Thursday
and pass this and have it on the Presi-
dent's desk sometime between now
and the weekend, or early next week.

I think the pending amendment was
the amendment of the distinguished
Senator from Pennsylvania. Is that
correct?

I would like to make a parliamentary
inquiry.

The VICE PRESIDENT. The Sena-
tor will state it.

Mr. DOLE. Is there an amendment
pending?

The VICE PRESIDENT. Only the
substitute amendment Is pending.

MWKNDMENT NO. 528

(Purpose: To remove the Social Security
Trust Funds from the unified budget)

Mr. HEINZ addressed the Chair.
The VICE PRESIDENT. The Sena-

tor from Pennsylvania.
Mr. HEINZ. Mr. President, I call up

my amendment No. 518 and ask for its
immediate consideration.

The VICE PRESIDENT. The.
amendment will be stated.

The bill clerk read as follows:
The Senator from Pennsylvania (Mr.

HEINZ) proposes an amendment numbered
528.

Mr. HEINZ. I ask unanimous con-
sent that further reading be dispensed
with.

The VICE PRESIDENT. Without
objection, it Is so ordered.

The amendment is as follows:
At the end of title i, insert the following:
REMOVAL OF SOCIAL SECURITY TRUST FUND5

PROM THE UNIflZD BUT)GZT

SEc. . Part A of title XI of the Social
Security Act is amended by adding at the
end thereof the following new section:

"REMOVAL OF SOCIAL 5CRITY TRUST 'ONDS
FROM TEE UNtPID BJDG

"SEC. 1136. (a)(1) For the fica1 years be-
ginning after September 30, 1984, and
ending before October 1, 1988, the President
shall, in accordance with the second sen-
tence of section 1104(c) of title 31, United
States Code, establish a separate functional
category for requests for new budget au-
thority and estimates of outlays for the
Federal Old-Age and Survivors Insurance
Trust Fund, the Federal Disability Insur-
ance Trust Fund, the Federal Hospital In.
suranee Trust Fund, and the Federal Sup-
plemental Medical Insurance Trust Fund,
and a separate category for estimates of rev-
enues for such Trust Funds and stintes of
revenues from taxes Imposed under sections
1401, 3101, and 3111 of the Interna] Reve-
nue Code of 1954. The categories estab-
lished by the Preideit pwsuant to the pre-
ceding sentence shail be used in the prpa-
ration and submission of the budget under
section 1105(a) of title 31, UnIted States
Code, for each such fiscal year. The budget
submitted under such section for eath such
fiscal year shall not classify requefit-s for
new budget authority and estimatL's 01 out-
lays and revenues for such Trust Fwds and
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estimates of revenues from taxes Imposed
under sections 1401, 3101, and 3111 of the
internal Revenue Code of 1954 under any
functional category other than the catego-
ries established by the President pursuant
to this paragraph.

"(2) Notwithstanding any other provision
of law, any concurrent resolution on the
budget considered under title ill of the
Congressional Budget Act of 1974 for a
fiscal year beginning after September 30,
1984, and ending before October 1, 1988,
shaU use the categories established by the
President under paragraph (1) in specifying
the appropriate levels of new budget au-
thorfty and budget outlays for the Federal
Old-Age and Survivors Insurance Trust
Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance
Trust Fund, and the Federal Supplemen-
tary Medical Insurance Trust Fund and In
specifying the recommended level of rev-
enues for such Trust Funds and revenues
from taxes Imposed under sections 1401,
3101, and 3111 of the Internal Revenue
Code of 1954. A concurrent resolution on
the budget considered under title ill of the
Congressional Budget Act of 1974 for any
such fiscal year shall not classify the appro-
priate levels of new budget authority and
budget outlays for such Trust Funds or the
recommended level of revenues for such
Trust Funds and revenues from taxes un-
posed under sections 1401, 3101, and 3111 of
the internal Revenue Code of 1954 under
any functional category other than the cat-
egories established by the President pursu-
ant to paragraph (1).

"(bXl) Notwithstanding any othe provi-
sion of law, at the time the President sub-
mits the budget under section 1105(a) of
title 31, UnIted States Code, for y fiscal
year beginnhig after September 30, 1988,
and at the times the President submith the
supplemental summary and changes in
budget authority, outlays, and receipts
under section 1108 of such title for any such
fiscal year, the President shall transmit to
the Congress a separate statement specify-
Ing requests for new budget authority and
estimates of outlays for the Federal Old-Age
and Survivors Insurance Trust Fund and
the Federal Disability Insurance Trust
Fund for such fiscal year and estimates of
revenues for such Trust Funds and revenues
from taxes imposed under sections 1401(a),
3101(a), and 3111(a) of the Internal Reve-
nue Code of 1954 for suci fiscal year. The
budget for any such fiscal year submitted
under section 1105(a) of title 31, United
States Code, and any supplemental sum-
mary or changes in budget authority, outS
lays, and receipts submitted under section
1106 of such title for any such fiscal year,
shall not contain any requests for new
budget authority or axiy estimates of out-
lays or revenues for any such Trust Fund
for such fiscal year or any estimates of rev-
enues from taxes Imposed under sections
1401(a), 3101(a), and 3111(s) of the InternaJ
Revenue code of 1954 for such flscal year.

"(2) Notwithstanding any other provision
of law, any concurrent resolution on the
budget considered under title III of the
Congressional Budget Act of 1974 for axy
fica! year beginning after September 30,
1988. shall not include in the provisions
specifying—

'(A) the appropriate level of total new
budget authority and total outlays required
under section 301(aXl) of sich Act for such
fiscal year;

(B the estimates of'total new budget au-
thority and total outlays or each major
funetional category required under section
301(a)(2) of such Act for such fiscal year; or
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(C) the recommended level of Federal

revenues regufred under section 301(aX4) of
such Act for such fiscal year.
any amounts attributable to budget author!-
ty and outlays for the Federal Old-Age and
Survivors Insurance Trust Fund and the
Federal Disability Insurance Trust Fund for
such fiscal year or any amounts attributable
to revenues for any such Trust Fund or rev-
enues from taxes imposed under sections
1401(a), 3101(a). and 3111(a) of the internal
Revenue Code of 1954 for such fiscal year.

"(3) Any concurrent resolution on the
budget considered under title III of the
Congressional Budget Act of 19?4 for any
fIscal year beginning after September 30,
1988, or any amendment thereto or any con-
ference report thereon, shall not contain
any specifications or directions described in
the second sentence of section 310(a) of
such Act which relate to the Federal Old-
Age and Survivors Insurance Trust Fund,
the Federal Disabillty Insurance Trust
Fund, or revenues from taxes Imposed
under sections 1401(a), 3101(a), and 3111(a)
of the Internal Revenue Code of 1954.

"(c) The budget outlays of the Federal
Old-Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance
Trust Fund for any fiscal year beginning
after September 30, 1988. shall be exempt
from any general limitation imposed by
statute on budget outlays of the United
States, Including any limitation on net lend-
ing.

'(d)(1) For the fiscal year beginning on
October 1. 1988. and the succeeding fiscal
years, the President shall, In accordance
with the second sentence of section 1104(c)
of title 31. United States Code, establish a
separate functional category for requests
for new budget authority and estimates of
outlays for the Federal Rospital Insurance
Trust Fund and the Federal Supplementary
Medical Insurance Trust Fund and a sepa-
rate category for revenues for such Trust
Funds and revenues from taxes Imposed
under sections 1401(b), 3101(b), and 3111(b)
of the Internal Revenue Code of 1954. The
categories established by the President pur-
suant to the preceding sentence shall be
used In the preparation and submission of
the budget under section 1105(a) of title 31,
United States. Code, for each such fiscal
year. The budget submitted under such sec-
tion for each such fiscal year shall not clas-
sify requests for new budget authority and
estimates of outlays and revenues for such
Trust Funds and estimates of revenues from
taxes imposed under sections 1401(b),
3101(b), and 3111(b) of the Internal Reve-
nue Code of 1954 under any functional cate-
gory other than the categories established
by the President pursuant to this para-
graph.

(2) Notwithstanding any other provision
of law, any coicun-ent resolution on the
budget considered undei title III of the
Congressional Budget Act of 1974 for a
fiscal year begiuing after September 30,
1988, shall use the categories established by
the President under paragraph (1) in peci-
fyng the appropriate levels of new budget
authority and bu&et outlays for the Feder-
a Hospital Inrance Trust Fund and the
Federal Supplementary Medical Inuranee
Trust Fund and the recommended level of
revenues for such Trust Funds and for rev-
enues from taxes imposed under sections
1401(b), 3101'b), and 3111(b) of the Internal
Reenue Code of 1954. A cncurrent resolu-
tion on the budget considered under title III
of the Conp;.ia1 Budget Ac.t of 1974 for
any such ftse1 year hal1 not classify the
appropriate l.v.'1s of new budget authority
and budget oii1ays for such Trust Funds or
the recommended level of revenues for such
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Trust Funds and revenues from taxes im-
posed under sections 1401(b), 3101(b). and
3111(b) of the Xnternal Revenue Code of
1954 under any functional category other
than the categories estab1shed by the Presi-
dent pursuant to paragraph (1).

"(e) The provisions of subsecUons (a)(2),
(b)(2), (b)(3), and (d)(2) are enacted by the
Congress—

"(1) as an exercise of the rulemaking
power of the Rouse of Representatives and
the Senate. respectively, and as such they
shall be considered as part of the rules of
each House, respectively, or of that House
to whith they specifically apply, and such
rules shall supersede other rules only to the
extent that they are Inconsistent therewith;
and

"(2) wIth full recognition of the constitu-
tional right of either Rouse to change such
rules (so far as relating to such Rouse) at
any time, in the same manner, and to the
same extent as in the case of any other rule
of such House

"(f) For purposes of this section—
"(1) the term 'budget outlays' has the

same meaning as in section 3(1) of the Con-
gressional Budget and Impoundment Con
trol Act of 1974;

"(2) the term budget authority' has the
same meaning as In section 3(2) of such Act;
and

(3) the term 'concurrent resolution on
the budget' has the same meaning as in sec-
tion 3(4) of such Act.".

Mr. HEINZ. Mr. President, this
amendment was put into the RECORD
by me on Friday. This Is the amend-
ment that would remove social secu-
rity trust funds from the unified
budget. On Friday, I spoke at some
length on the merits of this amend-
ment. We did not take the amendment
up at that time out of fairness to Sen-
ator DOMENIcI and Senator CHILES
who had engagements out of town and
have very strong views on the amend-
ment. We wanted to be sure we could
fully debate this amendment. I shall
not repeat for the Senate all the re-
marks I made on Friday. I shall simply
summarize the arguments I made.

Before I do that, however, I am ad-
vised that Senator PERCY and Senator
RIEIE wish to be cosponsors of this
amendment. I ask unanimous consent
that they be so included.

The PRESIDING OFFICER (Mr.
GOLDWATER). Without objection, it is
so ordered.

Mr. HEINZ. Mr. President, first, I
want to make clear to my colleagues
that this amendment would remove
the operations of the OASI and DI
trust funds from the President's
budget, from the concurrent resolu-
tion, amd from the reconciliation proc-
ess, effective with fkcal year 1989. In
that respect, it tracks the House
amendment that is in the House bill,
H.R 1900. Some have suggested that
we should separate OASI and DI from
the unifted budget but leave it in the
reconciliation process. Leaving OASI
and DI n the reconciliation process
might remove it Zrom the budget on
paper but it would leave social security
in the budget proce in fact

Legislating social security changes as
part of the budet reconciliation proc•
ess Is, in my opnion, very unsatisfac-
tory regardless of which piece of paper
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you use to account for its operations.
Wtth social security subject to recon-
ciliation, it seems to me we would still
be forced to debate social security
changes in the context of the annual
effort to reduce budget deficits. And
we would be forced to do that this
year, rext year, and the year after be-
cause, as we look at those horrendous
budget deficits, they show no signs of
disappeartng on any horizon that this
Senator is able to see.

ftrtherrnore and most inportant1',
Mr. President, I believe the greatest
source of public confusion and public
cynicism about social security financ-
ing comes from the fact that we have
been talking about the financing prob-
lem and our tremendous budget defi-
cits in the same breath. How is anyone
out there supposed to know that we
are riot balancing social security on
the backs of the elderly, as some say,
or not raiding the trust funds to Ii-
nnce the defense budget as some
have accused us of trying to do, if we
are making all of these judgments at
the same time each year as part of the
budget process?

I want to be very clear about this,
Mr. President: the amendment I am
offering would remove social security
OASI and DI from reconciliation and
require Congress to address the budget
and social security as separate issues.

Why do I think we ought to treat
social security separately? For one
thing, it used to be separate. It was
only in 1968 that we combined it with
the rest of the Federal budget. It has
always been a very distinct kind of
Federal program. That is why I think
it should be separate now.

What kind of a program is it? Unlike
any other kind of program, it is a
social insurance program. It is not wel-
fare, it is not even like the medicare
program, where the benefits of the
medicare program bear no relationship
to the amount of contribution. This is
a program that s financed by its own
worker tax contribution quite apart
from the income tax we use to finance
most other Federal program. It is
judged over a far longer period of time
than most other Federal programs in
the Federal budget process. The Con-
gress reviews fiscal policy with a 1
year, or a 3-year, or, maybe, on the
rarest of occasions, a 5-year horizon.
Most changes made in speding or
taxes through the budget process take
effect within a year or two---usuafly a
year or less—with very itt1e warning
to those affected.

On the other hand, the social secti-
rity program has a horizon that is
much longer. This biU looks forward
5 years. We cannot and we do not, in
this solvency bill, cut benefits in the
program quickly, because those now
retired make a lifetime of payments in
the expectation of receiving berefftz,
benefits that we do not want to
change quickiy, because that would
force. them to change their retrement
plans significantly,
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By the same token, those working

today in expectation of receiving bene-
fits in 20 or 30 years need adequate,
fair warning to adjust their retirement
plans. That is why when we change
the retirement age, we do it in the
next century, some 30 years from now,
before it becomes fully effective.

So in this social Insurance program,
they review this financial status with
the help of actuaries not over a 3-year
or a 5-year or even a 20-year horizon
but over a 75-year period.

To consider social security only in
terms of its financial condition in the
next year or so forces Congress to
make changes on short notice to
achieve Inimediate budget savings and
destroys the notion we have tried so
hard to create, that social security is a
retirement program that younger
workers today can count on tomorrow.

Until social security financing is
sparated from the annual search for
some kind of quick fix in the budget,
younger workers are going to be hesi-
tant to plan on social security, to plan
on having its benefits, and they will
remain cynical about not just the pro-
gram but also the Congress that pro-
poses to defend it.

Mr. President, there Is another
danger included in the OASDI cash
benefits program, the annual budget
process, and that Is that the immense
size of this program makes it an irre-
sistible target for budget cuts, whether
or not those cuts are needed to finance
the program.

With $200 billion a year in budget
deficits facing us for as far as we can
see, absent a good deal of action, and
social security accounting for $1 out of
every $6 we expect to spend in that
budget, sooner or later somebody is
going to come along in the search for
budget cuts and latch onto social secu-
rity. Even though we do not think
that is going to happen today or next
year, mark my words, that is what will
happen.

Social security Is a tempting target,
because, with 35 million beneficiaries
and 150 million contributing workers,
a very small change in the program
can result in substantial revenues or
substantial savings in outlays in a very
short period.

I have seen on this floor some very
small changes made in the last 3 days
that, frankly, will result in tens of bil-
lons of dollars difference in the next
several years on what is in—or, in this
case, not in—the social security
system. Some of my colleagues did not
even know what was happening at the
time, I suspect.

Only when social security Is out of
the unified budget and the annual
budget process, can we assure our-
selves and the public that changes
made in the program are to improve
the financing of the program and to
insure its solvency and that they are
not there to eliminate our budget defi-
cits.

Mr. President, some of our col-
leagues are concerned that social secu-
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rity spending will rise uncontrollably
in the future, and they feel that only
keeping social security in the budget
will force Congress to exercise fiscal
discipline in this program. In my opin-
ion, social security is an amazingly
stable program in the long run. That
is con rary to the conventional
wisdom, but the statistics belie the
conventional wisdom. OASDI outlays
are expected to fluctuate, roughly,
between 4 percent and 6 percent of
GNP over the next 75 years; but 75
years from now, they are expected to
be about where they are today—about
5 percent of the gross national prod-
uct.

It seems to me that having its own
dedicated payroll tax clearly identified
as such on payroll stubs is the best
source of fiscal discipline for this pro-
gram. I cannot imagine, for the life of
me, how mixing this financing with f i-
nancing of every other program helps
Congress control the cost of this pro-
gram. It seems to me that the more we
mix it in, the more difficult it is to
control anything. The more apparent
the separate financial condition of the
program is, the more exacting Con-
gress will be in assuring that it is fi-
nanced adequately.

If you look back at the last 2 years,
1981 and 1982, I think you will agree
with my case. In 1981 and 1982, the
Budget Committee came along and
said we need $40bill1on or $20 billion
or $10 billion to make the social secu-
rity system solvent.

No. 1, not only did we not believe
that was enough to make the system
solvent—those of us who have a little
knowledge of the system—but also, the
American public did not believe that
those changes had anything to do with
social security, just were needed to
make the President's budget look a
lIttle better.

If we look at the financing for the
OASDI program. over the next 75
years, I think it is apparent that even
though the program is expected to be
financed adequately as a result of the
measure before us, it will present seri-
ous problems of a magnitude we
cannot fully realize now to the budget
process.

I have a chart behind me, Mr. Presi-
dent. The chart I have here has been
prepared on the basis of the bill re-
ported by the House Ways and Means
Committee. Unfortunately, that bill,
which is far different from the one the
House passed and sent us, included a
hefty tax increase that we do not have
in our bill. We chose to restrict the
growth of benefits instead. Nonethe-
less, the charts show us quite clearly
that over the next 30 years the social
security system is going to develop
some very, very large surpluses, and
that sometime after the year 2020,
social security will start spending
those surpluses as a resuit of experi-
encing a number of years of very sig-
nificant annual deficits.

As I think my colleagues can see on
the second chart, OASDI trust fund
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reserves will begin to grow quite steep-
ly starting in 1990, very steeply indeed,
until about the year 2015 or 2020,
when they will reach a peak of nearly
$3 trillion. In 1983 dollars, not 2020
dollars, $3 trillion in reserves.

What does that mean? What it
means is that we are going to be under
more temptations than Adam and Eve
ever dreamed of to spend those re-
serves on things on which they should
not be spent.

By the time we wake up to that
problem and wake up and find that we
have created a whole new set of spend-
ing programs, about that time we are
going to start finding out that we are
running huge deficits in the social se-
curity programs as we now know we
are going to do and as we have pro-
vided for, and we will not have the
money to pay our social security bene-
fits that we are promising people
today.

Mr. President, unless we separate
social security from the budget it is
absolutely inconceivable to me that we
are going to be able to finance social
security in any kind of a rational way
in the long run, even though spending
in this program is expected to be rela-
tively stable in relation to the econo-
my.

Left in the unified budget there does
not seem to be anything we are going
to be able to do except spend social se-
curity surpluses on other programs in
the surplus years and cut social secu-
rity in the deficit years.

Mr. President, that clearly is bad
and irresponsible budget policy, and it
is irresponsible and destructive social
security policy.

So I ask you, Mr. President, what as-
surance can we provide young workers
that retirement benefits are going to
be there if we know right now we are
going to slash benefits beginning in
every year starting in the year 2020?
Without some assurance that this pro-
gram will be treated like the social in-
surance program that it is, how can we
expect young workers who are paying
into social security today, nearly 100
million of them, to trust that the
benefits that they pay in taxes are
going to be there when they retire 30
years from now?

The answer is unless we separate
social security as I provided, I do not
think we can. The only answer is for
this Congress to take strong action to
restore public confidence in the social
security program before the broad-
based public support for this program
begins to unravel.

The bill before us, as amended by
the Finance Committee, HR. 1900, is a
very good bill in that respect, not that
everyone likes everything in it, but it
does do the job that we have been
saying should be done, namely, to
either raise the revenues or slow the
growth of benefits so there will be a
social security system for young
people and their children when they
eventually retire.
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But if we just leave it at that, if we

do not take the second step, if we do
not insure that the surpluses we pro.
duce from passage of this legislation
will be protected we will be back here
on this Senate floor—it may be 20
years from now—and we will be saying
to ourselves, "I thought those fellows
back in 1983 solved the mess, but look
at the mess we are in now."

Mr. President, we do not have to be
in that kind of mess 20 or 30 years
from now. Announcing our Intention
by the adoption of this amendment
today, to treat this program responsi-
bly with an eye to the long-term com-
mitment that underlies it, is the way
to address that concern.

So I ask my colleagues to join me In
assuring that social security will be
treated responsibly by separating it
from the unified budget and the
annual budget process.

Mr. STENNIS. Mr. President, will
the Senator yield briefly to me?

Mr. HEINZ. I am pleased to yield to
the Senator from Mississippi.

Mr. STENNIS. Let me commend as
well the Senator for a fine explanation
here of this highly Important amend.
ment. It shows thoroughness, com-
pleteness, and represents a lot of work
on his part. He has rendered a real
service here in preparing and dellver•
Ing that speech.

I did not get to hear the first part,
but I understand this is an uncondi-
tional and complete separation from
what I call the general budget and sets
all of these funds for this particular
purpose up in the budget of its own.

Mr. HEINZ. The Senator is correct.
Mr. STENNIS. I do not think the

• Senator could have chosen a more lm-
portant subject with reference to the
entire matter that we have thIs year.

Mr. President, I ask unanimous con.
sent that I may be joined as a cospon-
sor, one of the sponsors of this amend-
ment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. STENNIS. Again I thank the
Senator.

Mr. HEINZ. I thank the Senator
from Mississippi for his very kind re-
marks. I am honored to have him as a
cosponsor.

Mr. STENNIS. I thank the Senator.
Did the Senator say it is going to

reach a point in the year 2020 or 2030,
somewhere in there, of $3 trillion?
What were his figures?

Mr. HEINZ. The Senator is correct.
According to the analysis of the Ways
and Means Committee bill there will
be a surplus that will under their bill
approach some $2½ trillion to $3 tril•
lion. We are used to dealing with bil-
lion around here. But I say again this
is trillion dollars, which is nearly in-
conceivable, but that amount will take
more than twice our current national
debt that we all say we are never going
to be able to pay off.

Mr. President, if the Senator will
permit me, this is the way we can elim-
inate a very substantial amount of
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that national debt because social secu-
rity will be able to absorb it and in
that respect such investments will be
In the social security system and most
welcome rather than in the general
funds of the Treasuiy.

Mr. STENNIS. I was here when it
was separated. Very few knew when it
happened.

Mr. HEINZ. Not everyone can make
that statement.

I thank my good friend from Missis-
sippi.

Mr. RIEGLE. Mr. President, if the
Senator has completed, I wish to make
a statement.

The PRESIDING OFFICER. The
Senator from Michigan is recognized.

Mr. RIEGLE. I thank the Chair.
Mr. President, I am pleased to join

with my colleague from Pennsylvania,
Senator HEINZ, in offering this amend•
ment which would remove social secu-
rity from the unified Federal budget.

I think it is important to know that
Senator HEINZ served in a distin-
guished way on the Social Security
Commission 'and the Social Security
Commission has made this recommen-
dation.

The amendment that he and I and
the other cosponsors are offering
today is an amendment that had the
endorsement of the Social Security
Commission, which Included other dis-
tinguished Senators, including that of
the Senator from Kansas, Senator
DolE, and Senator MOYNIHAN.

So we have In behalf of this concept
the full endorsement of the National
Commission on Social Security, and
this particular item was also included
in the House-passed bifi. So this is not
a new issue.

This is an Issue that has been looked
at at length. It has been debated at
length and, as I say, is a recommenda-
tion of the President's Commission oh
Social Security.

The amendment we are offering
today would first require that In fiscal
year 1984 the three social security
trust funds, the old age and survivors,
disability, and hospital insurance trust
funds, all of which are funded through
a separate payroll tax, be included in a
separate functional category in the
Federal budget. Also included in this
separate budget function would be the
Federal supplementary medical insur-
ance trust fund which is mostly
funded from general revenues. In the
fiscal year beginning in 1989, the old
age and survivors and disability trust
funds, which are payroll financed
would be removed entirely from the
unified budget, while the hospital in-
surance and Federal supplementary
medical insurance trust fund would be
retained In its separate functional cat-
egory.

As a member of the Budget Commit-
tee, I am particularly concerned that
any changes that are made in the
social security system are considered
for reasons relating to social security
and not become tied up in the endless
debate on other Federal budgetary
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considerations. As recently as last year
the administration endorsed budget
included $40 billion in unspecified cuts
in social security. The cuts which were
recommended at that time had the ap
pearanee of helping to reduce the Fed-
eral deficit but offered no assurance
that social security benefits were not
being cut beyond what was necessary
to preserve the social security system
by itself as a free standing entity.

One need only review the events of
the last 2 years to see the justification
for this concern. In May 1981, the
Reagan administration unveiled a
package of massive and unprecedented
cuts in social security, whose magni-
tude went far beyond anything reason-
ably needed to protect the safety of
the social security trust funds. The ad-
ministration's proposal would have
built up substantial reserves in the
social security trust funds which
would be applied toward helping the
administration meet its other objec-
tives in the Federal budget. That same
year we saw the reconciliation bill—an
arm of the budget process—used as the
vehicle for elimination of the mini-
mum social security benefit and
making other reductions in the pro
gram. Also, last year during considera-
tion of the budget resolution, further
ttempts were made to enact unspeci-
fied cuts of $40 billion out of the social
security system. These cuts would
have produced budget "room" for
other Federal spending categoriea
without any assurances that social se•
curity benefits would not be cut
beyond what Is absolutely necessary to
preserve the system's financial integri-
ty.

So I think it is clear what ought to
be done here is what the Social Secu-
rity Commission named by the Presi-
dent has recommended, namely we
separate these funds out of the
budget, and that we handle them on
their own basis.

We are taking the other steps to
insure their integrity in terms of new
outside public participants on the
board and by the financial steps that
we are taking to put the system on a
sound financial footing from an actu
anal point of view. The particular rec-
ommendation of the Commission we
are now considering is fully in keeping
with that set of moves, and I think the
best and surest way for us to eliminate
the temptation to go in and, as the
Senator from Pennsylvania says, try to
latch on to those social security re-
serves in future years as those reserves
build up. What we are doing here is to
take and move them over into a sepa-
rate category where we cannot get at
them in the budgetary framework and
where the financial integrity of social
security and the revenue-benefit rela-
tionships will be maintained solely in
their own right and protected in that
fashion.

Mr. President, in addition to con-
cerns what social security should not
be part of the political forces which
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are part of the budget process, we
must remove the temptation to use
social security trust funds to disguise
the extent of the deficit in the rest of
the budget. Fluctuations in trust fund
balances are cushioned by trust fund
reserves, but as long as social security
remains a part of the unified budget
they also appear to effect the Federal
deficit or surplus, which provides mis-
leading information of the annual
budget deficit.

Over the past few years, social secu•
rity ha been running an annual def i-
cit and thereby paying benefits out of
the reserves in the trust funds. This
made it appear that the Federal Gov-
ernment had to engage in new borrow-
ing, when in fact the total deficit cre-
ated by the shortfall in social security
revenues was met by using surpluses
from previous years. In addition, in
the next few years, after we enact the
legislation we are now considering, the
social security trust funds should be
running a rather large surplus. tinder
the compromise package it is estimat-
ed that by fiscal year 1988 the trust
funds will have a surplus of over $14
billion. If social security is included in
the deficit totals for that year, it will
appear that the Federal Government
will have to borrow less to meet the
Government-wide shortfall, when in
fact, the surplus in the social security
trust funds must be kept in reserve for
future social security beneficiaries.

Mr. President, finally I would like to.
make it clear that I do not believe that
placing the social security trust funds
in a separate functional category, re-
moving it from the unified budget, and
removing it from the reconciliation
process will solve either the financing
problems of the social security system
nor problems with the Federal deficit.
It wa not intended to do that. What it
will do is clarify the choices which
must be made on both of these vital
issues and insure that those decisions
are made fairly.

As I say, and I do not think it can be
said enough, we had Senators from
our body here serving on the Social
Security Commission. That Commis-
sion was dominated 2 to 1, 10 members
to 5, by appointees of the President
himself, and that Commission made
this recommendation.

I say to the Senator from Mississippi
and others, the Commission itself
made this recommendation. The chair-
man of the Senate Finance Committee
was on that group and was party to
this recommendation. The House has
adpoted it in their bill, and it ought to
be in here because it provides, I think,
every person in this country with cer-
tam knowledge that the social security
funds are going to be treated in their
own right, there will be no tampering
and people want that. That is one
thing that has come out of this debate
as these concerns have arisen out in
this country, people who are paying
into the social security system day in
and day out want that money set aside
and they want it kept inviolate and
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they do not want it left in any fahton
where moves can be made to change
the social security arrangements in
order to try to meet certain other
spending priorities within the Federal
budget.

There is a need for a clear division
here. These are trust funds, and
"trust" implies a special fiduciary ar-
rangement, and by separating this out
in this fashion we will be in a much
better position to protect this money,
to see the integrity of the system
exists over a longer period of time and,
I think, restore the confidence of the
Anierican people.

Mr. DOMENICI addres$ed the
Chair.

The PRESIDING OFFICER. The
Senator from New Mexico.

Mr. DOMENICI. Mr. President, I do
not want to take a lot of tune but I un-
derstand the distinguished Senator
from Florida desires to speak on- this
subject and he will be here shortly. I
will take a few minutes though.

I would like to remind the Senate
that the blue ribbon panel on social se-
curity reform was established to pro-
vide the Congress with a set of recom-
mendations to close the funding gap in
social security. The Social Security
Reform Commission was not estab-
lished to review Federal budgetary
practices. There was such a panel
about 15 years ago, the President's
Commission on Budget Concepts, and
that Commission reviewed the way the
Government handled its budgetary
duties and found a lot of things wrong.

The Budget Concept Commission de-
cided that the different and competing
budgets confused the public and Con-
gress and impeded governmental deci-
sionmaking. It recommended that a
single unified budget should be adopt-
ed to improve the utility of the
budget. This unified budget would in-
dude all of the trust funds, including
social security.

Mr. President, I bring up that bit of
history to illustrate a point. The Com-
mission established to reform social se-
curity arrived at a conclusion totally
different and at odds with the Com-
mission established to address reform
in budgeting. If we were to appoint a
similar budget commission today to
study budget questions, what might
they conclude? Such a commission,
consistent with the blue ribbon com-
mission, would probably include the
chairman of the House Budget Com-
mittee, the chairman of the Senate
Budget Committee, and maybe even
the Director of the Office of Manage-
ment and Budget.

What would they say about remov-
ing social security from the unified
budget? Mr. President, we do not have
to speculate about what they might
say. Instead we can refer to a letter
that I and the other two principals
sent to the Social Security Reform
Commission. The letter states:

We strongly recommend that the social se-
curity program remain in the unified Feder-
al budget.
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The letter explains the reasons

behind the recommendation, and I ask
unanimous consent that the letter be
made a part of the RECORD after my
remarks so that the Senators may
review the text.

The PRESIDING OFFICER. With.
out objection, it Is so ordered.

(See exhibit 1.)
Mr. DOMENICI. Another member

of a commission to review budgetary
practices would certainly be the Direc-
tor of the Congressional Budget
Office. Again we do not have to specu-
late as to what the Director of the
Budget Office might say. We have a
recent letter and I ask unanimous con-
sent it be made a part of the RECORD.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

(See exhibit 2.)
Mr. DOMENICI. Dr. Rivlln states at

one point in her letter:
(Firom the perspective of good budgeting

practice, the proposal to remove afliounts
that represent about one-quarter of all Fed-
eral spending is inadvisable... It Is corn-
prehensiveness, and Integrity of the unified
budget be maintained.

Finally, a commission might include
representatives of the groups affected
by the change. What would the largest
group of retirees, the American Associ-
•ation of Retired Persons say? Again we
do not have to speculate. We need
only refer to their written statement:

On behalf of our more than 13 million
members, we urge, In the strongest possible
terms, that you not be stampeded Into sup-
porting any legislation that would remove
social security from the "unified budget."

I ask unanimous consent that letter
be made a part of the RECORD also.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

(See exhibit 3.)
Mr. DOMENICI. I do not mean at

all to denigrate the action of the
Social Security Reform Commission
on the budget Issue. But this Commis-
sion was not established to review
budgetary9reatment of social security.
If it had been established for that pur-
pose it would have been composed of
somewhat different members. What
these letters show without doubt is
that a commission charged with re-
viewing the role of social security in
the budget would have arrived at a de-
cision to leave social security in the
unified budget. That was true 15 years
ago; it is true today.

Mr. President, the argument that
social security will in the future, God
willing, and we hope, have some sig-
nificant reserves and therefore it
ought to be taken off budget because
of those reserves just does not make
any sense.

One would conclude that because it
is going to have reserves in a trust
fund that we are going to spend trust
fund money. What is next? We have a
highway trust fund. It has been on the
unified budget. We do not spend ev-
erything that is in that trust fund
every year. It is accounted for. If you
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want to go look at the account, you
can find it.

The next logical thing is: Why do we
not take the highway trust fund off
budget? What is the next logical
thing?

Mr. CHILES. Aviation.
Mr. DOMENICL The aviation trust

fund. Then you can look at the other
pensions, Including the military and
the civilian pensions. Why do we not
take them off, and in particular the ci-
vilian pension trust fund? That is said
to be an annuity and the moneys are
supposed to be there; even if they are
not, some think they are. We can take
it off. Then we can start funding it out
of general funds, and we will not even
have on the budget what we are fund-
ing with general funds.

So, Mr. President the argument
that we are going to have excesses,
surpluses In that fund that comes
from tax dollars, that spends money
into the Anierican economy, that has
reserves that have to be invested, that
probably all by itself has more eco-
nomic impact In terms of looking at
what happens to the American econo-
my—how much are we taxing for it?
How much are we spending as a pro-
portion of the GNP? We are going to
say let us take that one that has the
most Impact—and there s nobody that
thinks any other fund has more
impact—and we are going to set it over
on the side and say It is not part of the
American budget.

We cannot really believe that is
what will happen if we take it off
budget. We are going to be bringing it
back on budget every time we look at
the effect of Oovernrnent, taxes,
spending, trust funds on the economy
of the United States. Why not put it
where it belongs? Put it in the unified
budget.

The fact that you have reserves does
not mean that you can spend trust
fund moneys for those items that are
in a national budget that are not part
of the expenditure of trust fund
moIeys. They will be accounted for as
they have been In the past.

I compliment my friend from Penn-
sylvania. He has worked very hard on
this. He has a genuine concern. I just
do not believe that the concern that
he expresses that we might at some
time be tempted, as he has described
here—Is sufficient reason to take this
important segment of the economy
and take it off budget.

Mr. President, it is obvious to my
that this amendment violates the
Budget Act and, at the appropriate
time, I will make a point of order, but
I will not do it at this point.

Mr. President, I want to restate
some of the reasons I oppose the
effort. to remove the social security
trust funds from the unified Federal
budget. Such a move would be bad eco
nomic and budgetary policy. It would
not contribute one dollar to closing
the enormous funding gap in the
social security program.

I think it is time to examine some of
the arguments made in favor of re-
moving social security from the
budget. The first argument is that
Congress has made changes in the
socia' security program solely to
achieve short-term budgetary policy.

This argument is not valid. Recent
proposals to change social security
have not been made simply to reduce
the unified budget deficit. Changes
were suggested because trust fund re-
serves declined to critically low leve's.
Changes were suggested because they
were—and still are—needed to insure
that all benefit checks go out come
July of this year, and every month
thereafter.

A second argument is that social se-
curity has somehow suffered by being
included in the unified Federal
budget. This argument is also invalid.
During recent years, the inclusion of
social security and medicare within
the Federal budget has actually
caused deficits to be larger than they
otherwise would have been. Since
1969, when socia.l security was first in-
cluded in the budget, the Federal defi-
cit has been less only four times. In 10
years, social security made the Federal
deficit deeper.

The next argument I want to chal-
lenge Is that social security should be
removed from the budget to protect its
viability as an intergenerational retire-
ment plan. it is true that social seculty
has a long horizon—we look at it In 75-
year chunks. However, Congress would
need to take all other retirement pro-
grams off budget to be consistent. We
would need to remove Federal civilian
and military retirement, and many
smaller programs.

Congress has already given an indi-
cation of how it feels about the valid.
ity of this argument. Last year, the
President proposed to removed the
railroad retirement program from the
unified Federal budget. Neither the
House nor the Senate even considered
that proposal. I do not think it would
be logical to remove one program and
not other similarly situated programs.

Another argument frequently made
Is that social security should be re-
moved from the budget because it is a
trust fund program. Again, all trust
funds would need to be removed from
the budget to be consistent. That
would mean lumping social security
and Federal employee retirement into
the same category as, for example, the
highway trust fund. Removing all
trust funds would mean about 35 per-
cent less budget coverage of spending
and taxation.

If Congress allows social security to
be excluded from the budget on the
grounds that it 15 speciaL what pro-
gram will be next? Will we exdude na-
tional defense because it is too impr-
tant to handle on a year-to-year basis?
That ha already been proposed, and
it will be much more difficult to deny
if we set a precedent with social secu-
rity.
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Another argument sometimes n-ade
for removing social security from the
budget is that public understanding of
the budget and social security would
improve. This is simply not the case. It
would, instead, make it appear that
Congress wants to hide Federal budget
realities from the American people.
The media and the public would justi-
fiably accuse Congress of sweeping its
problems under the rug.

There exists a great misperception
that removing social security from the
budget will somehow help resolve the
financial problems of the system. Let
me lay that myth to rest. Removing
social security from the budget does
not contribute $1 to social security sol-
vency.

In fact, it may increase the future fi-
nancial prob'ems of the system by
making it more difficult to arrange
temporary or permanent infusions of
general revenues. This may be a par-
ticular problem for medicare, given its
bleak financial future.

I want to commend my colleague
from Pennsylvania, the chairman of
the Committee on Aging, for alerting
us about the problems of dealing with
the large surpluses expected to build
up in the retirement trust funds in the
years beyond 1989. It is critical to
allow those reserves to accumulate so
that we have funds. to pay for all bene-
f its when the baby boom generation
retires.

We must not be tempted to use
these reserves to pay for deficits in de.
fense or welfare or any other Govern-
ment programs. We must, instead,
insure that the reserves are not used
to cover the massive deficits we face in
the medicare program. We must also
insure that these future surpluses do
not tempt future Congresses to in-
crease social security benefits for
short-term political gains.

These are indeed serious problems,
and I am sure my colleague from
Pennsylvania will help us find a way
to insure that the large reserves do
not lead us into temptation.

Mr. President, I recognize that the
effort to remove social security from
the budget is intended only to help
the social security program. Unfortu-
nately, the arguments in favor of re-
moving it are weak.

Social security programs, like all
other programs, must be reviewed con-
stantly to assure that they are fulfill-
ing the basic objective of providing a
timely and adequate income for our
Nations retirees, survivors, and dis-
abled. Removing social security from
the budget process would ony make
such review much more difficult.

ExHI2TT 1
U.S. SENATE,

COMMITTEE ON THE BUDGET,
Washington D.C., December 2, 1982.

Dr. Ai.r Gspr,
Chairnuin, National Commission on Social

Securtty Reform, Washington, D.C.
Dw Ai.i: As stewards of the federal

budget process, we strongly recommend
that the social security program remain in
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the unified federal budget. It would be de.
ceptive and unproductive to remove social
security from the budget, as many members
of the National Commission on Social Secu-
rity Reform are suggesting. This option
would not contribute one dollar to closing
the $150 billion to $200 billion short-term
deficit the comnilssion identified In the re-
tirement trust fund. It would merely ob-
scure the problem.

Commission memorandum number 53 ex-
plaIned some of the pros and cons of Includ-
ing social security In the unified federal
budget. We would like to add to this memo a
few more reasons for keeping social security
In the budget.

Social security trust funds involve so
much money—over one quarter of all feder-
al outlays—that to omit them from the
budget would misrepresent the govern-
ment's activities and their economic impact.

Inclusion of trust funds In the unified
budget allows for a more honest and
straightforward budget presentation. The
American people are thus able to see clearly
how the government spends revenues.

Social securitiy funds may not be used to
pay for other government programs or to
balance the budget. These funds have
always been used to pay benefits and admin-
istrative costs for social security only, and
will continue to be used only for those pur-
poses. Keeping social security In the budget
does not threaten its separate status.

Social security programs, like all other
programs, must be reviewed constantly to
assure that they are fulfilling the basic ob-
jective of providing a timely and adequate
Income for our nation's retirees, dependents,
and disabled; removal of the program from
the budget would make such review more
difficult.

The public will perceive any changes in
the present social security accounting
method as manipulation and an attempt to
hide the mandate of the social security f i-
nancing problem.

The National Commission was established
to solve the social security problem, not sub-
stantially alter the federal budget process.

We are sympathetic to the desires of the
members of the commission to ensure that
social security is not used to improve or
mask the overall budget picture. There is a
simple and honest way to do this. Social se-
curity could be displayed within the present
unified federal budget as a separate budget
function, apart from other income security
programs. This would clarify the trust fund
nature of the program while retaining its
impact within the federal budget. We would
be willIng to work for such a change in cate-
gorization if the commission believes it
would increase public understanding of the
relationship between social security and the
rest of the budget.

We commend the members of the comnis-
sion for the hard work and bipartisan spirit
that they put into this difficult task. We be.
lieve that a great deal of this progress will
be eroded if the commission recommends a
change in how we present social security in
the budget but fails to recommend a set of
concrete ways to ensure the solvency of the
system. As the American public is well
aware, taking social security out of the
budget does nothing to solve the social secu-
rity financing problem.

Sincerely,
Pr V. Dorici,

Chairman,
Senate Budget CommiUee.

JAMES R. JoNES,
Chair,nan,

House Budget Committee.
DAvID A. STocIw,

Director,
Office of Management and Budget.
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ExHIBIT 2

CONGRESSIONAL BUDGET OFFICE,
Washington, D.C., March 14, 1983.

Hon. PurE V. DOMENICI,
Chairman, Committee on the Budget, U.S.

Senate, Washington, D.C.
DEAR MR. CHAIRMAN: This is In response to

your request for my comments on the advis-
ability of removing the Social Seciir1ty ac-
counts from the budget. From the perspec-
tive of good budgeting practice, the proposal
to remove accounts that represent about
one-quarter of all federal spending is cer-
tainly inadvisable. In 1969, when Social Se-
curity and other trust funds were combined
with other programs into the unified budget
on the basis of recommendations by the
President's Commission on Budget Con-
cepts, the principal reasons were the need
for a comprehensive budget and for a single
measure of budgetary balance to ensure
sound fiscal practice. Those needs are no
less urgent today.

Exclusion of Social Security would con-
fuse public understanding of the govern-
ment's fiscal impact. The unified budget is
consructed to show clearly the flow of cash
to and from the federal government. Deci-
sions made on spending programs or on tax-
ation can be easily translated into increases
or decreases in the deficit and in the govern-
ment's need to borrow. This important
bottom-line data will be needed no matter
how Social Security is posted on the books.
Current budgetary practice highlights the
borrowing needs of the government in a
straightforward and clear manner. By con-
trast, removing Social Security outlays and
receipts from the budget will be confusing.
To arrive at the governments's borrowing
needs in any fiscal year, budget documents
would have to display a °regular budget
deficit or surplus" plus a "Social Security
deficit or surplus" to arrive at a "total deficit
or surplus." To some extent, this confusion a!-
ready exists because of current off-budget
entities, but putting one-quarter of federal
activity in the latter category would worsen
the situation appreciably. Discussions of
"the size of the federal sector" would be
similarly confused, since many are familiar
with the fact that the federal government's
budget is 20 to 25 percent of gross national
product (GNP) and seven of those percent-
age points would disappear with removal of
Social Security.

The budget should be as Inclusive of fed-
eral activities as possible. In order for the
Congress to make Informed decisions on
how to allocate public monies, it is essential
that the basic document underlying those
decisions Include all federal programs, so
that comparisions can be made and tra-
deoffs can be explicit. This argues for a
comprehensive budget, indeed one that
would incorporate currently off-budget
items and a more satisfactory treatment of
federal credit and tax expenditures, not one
that excludes a major portion of federal ac-
tivity.

Social Security is, of course, different
from most other programs. Because it is the
heart of the social insurance system and be-
cause it embodies a longterm contract be-
tween the people and the govermnent,
Social Security benefits should not be treat-
ed as an annual discretionary spending
option. But inclusion in the unilied budget
in no way connotes Such a disposition. In
the long-terni, moreover, inclusion of Social
Security in the unified budget does force
the Congress to ask the light question: How
much can the nation's economy afford for
social insurance given competing claims on
the economy and given the willingness of
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taxpayers to pay? Making Social Security a
separate entity would unnecessarily narrow
this question into "How high a level of
benefits can payroll taces support?"—a
question that ignores competing claims, al•
ternative ta sources, and the burden of
other taxes.

Exclusion of Social Security from the
budget would establish a bad precedent.
Within recent months, I have read propos-
als to remove from the budget a number of
accounts based on many, of the same argu-
ments now advanced for removing Social Se•
curity. For example, some have advocated
moving off budget all trust funds (on the
principle that their revenues, like Social Se-
curity's, are dedicated), all federal retire-
ment programs (because they should not be
an annual political football),' and national
defense (because it is too important to be
hostage to cyclical problems). Social Securi-
ty's removal might lend support to such pro-
posals. In the end, we could have a prolif-
eration of federal sub-budgets, completely
eroding the usefulness of the budget as an
economic and allocative tnstrwnent. More-
over, federal trust funds as a whole are pro-
jected to be in substantial surplus over the
next five years and, if these surplus ac-
counts are removed from the budget, the
budget that remains will show larger def i-
cits than are currently projected.

The courageous and hard-fought compro-
mise on Social Security involves real
changes in the Social Security system and
merits greater public confidence in the sys-
tem's future. It would be unfortunate if the
measure to remove Social Security from the
unified budget undermthed confidence In
that compromise.

As the Congress struggles with serious
problems in both the social Insurance pro-
grams ant in the overall budget, it is criti-
cally important that the clarity, comprehen-
siveness, and integrity of the unified budget
be maintained.

Sincerely,
ALICE M. RIvi.iø

Director.

EXHIBIT 3
NATIoN RETIRED TLACHLRS ASSO-

CIATION, Az.muc AsSoCIATION
o' Rrmn PERSONS,

Washington, D.C. May 13, 1982.
D SAToR: On behalf of our more

than 13 million members, we urge, in the
strongest possible terms, that you not be
stampeded into supporting any legislation
that would remove social security from the
"unified budget". Such a move would set
the stage for precipitous and drastic short-
term benefit cuts or large increases in pay-
roll taxes.

The social security system faces very seri-
ous short and long-term financial problems
which must be addressed and soon. The re-
moval of the social security programs from
the unified budget would limit the options
available for dealing with those problems.

Given the magnitude of the payroll tax in.
crease legislated in 1977 and the adverse
economic impacts which further legislated
payroll tax increases would have in the
short term, this option is bad public policy
and unacceptable.

Short-term reductions in benefits for per-
sons who are already on the rolls (i.e., re-
ductions in cost-of-living adjustments or re-
ductions in underlying benefits) or for per-
sons who are about to come on the rolls (i.e.,
new beneficiaries) are equally bad and unac-
ceptable. Such reductions would amount to
a changing-of-the-rules-of -the-game on
people after the game is over and would cer-
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tainly drive up the Incidence of poverty
among the elderly very substantially.

By leaving social security's programs
where they are—within the unified budget—
a far greater number of options are availa-
ble to provide the system with whatever
may be needed to maintain the system's
contingency reserve funds at levels suffi-
cient to assure the payment of benefits at
levels presently promised.

We know that some have argued that
social security should be removed from the
unified budget as a means of Insulating the
system from benefit cuts. The problem with
this reasoning, however, Is that the system
does face serious financial problems. (It Is
not unreasonable to conclude that social se-
curity will need, as the Senate Budget Com-
mittee indicated in its Resolution, some $40
billion over the next three years to assure
the system's continued ability to pay bene-
fits on time.) We are sure that those who
espouse this particular line of reasoning and
who are opposed to short-term benefit cuts
would not opt for billions more in payroll
taxes. But with the system outside the uni-
tied budget, there are no other options
(other than an annual appropriation subsi-
dy—something unlikely to happen). It
would be illogical and inconsistent to argue
that the social security system should be re-
moved from the unified budget to prevent
reductions In benefits but be included In the
budget for the addition of billions in non-
payroll tax revenue (i.e., general revenue).

Others, who support removal of the social
security programs from the unified budget,
argue that the debste over social security
has become much too politicized and that
removal of the programs from the budget
will facilitate the development of a biparti-
san consensus solution. Unfortunately, the
histerical fact Is that social security can not
be immunized from the political aspects of
the legislative process no matter where the
social security programs are located for 11-
nancial and accounting purposes.

The Associations are clearly-on record as
supporting an automatic Infusion of non-
payroll tax revenue into the programs, if
needed to maintain the solvency of the
system. We adamantly oppose short-term
benefit reductions (including reductions in
cost-of-living adjustments) and further in-
creases in payroll taxes. We believe that
leaving the system within the context of the
budget as a whole will provide the National
Commission on Social Security Reform, in
the first Instance, and the Congress and the
Administration, in the second instance, the
greatest range of options for dealing with
the system's serious financial problems.

Finally, since social security Is such a
large program which levies taxes and makes
expenditures of close to $200 billion per
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year, It can not be ignored if policymakers
are to make Informed and rational decisions
on fIscal and general economic policy mat-
ters. We hope the Senate will quickly put
aside any consideration of this matter and
get on with the task of developing a budget
for the nation that is fair and makes sound
economic sense.

Sincerely,
Cyan. F. BRICKFIEL.D,

Executive Director.
Mr. HEiNZ. Will the Senator yield?
Mr. DOMENICI. For a question?
Mr. HEINZ. Yes, for a question.
Mr. STENNIS. Mr. President, I

would like to ask for the floor at this
point for 4 minutes.

The PRESIDING OPTICER. Does
the Senator yield the floor?

Mr. DOMENICI. I have the floor
and the Senator from Pennsylvania
wanted to ask me a question and I
yield for that purpose.

Mr. HEINZ. I thank the Senator
from New Mexico for yielding.

Mr. President, I wanted to know if
he could clarify a point that he made
in his presentation. The point that he
made that I refer to is that he says
that we will be taking social security
off budget. Does the Senator suggest
that the receipts and the expenditures
of this trust fund will be in some way
hidden the way offbudget programs
are hidden? Is that what the Senator
ia suggesting?

Mr. DOMENICI. Well, I did not use
the. word "hidden." Some offbudget
Items might be hidden to some people;
some of the loan programs of our
country that are not on budget, people
might perceive that they are hidden.
But If you want to dig them up, you
can dig them up, so there is no con-
spiracy to hide them. That really was
not my point.

My point was that social security is
such an Important part of Govern-
ment, and If you have a budget that Is
supposed to reveal facts about Govern-
ment, the percent of taxes versus GNP
and all of those relationships, then
you would not really have a very good
picture of what Is going on. You would
have to pull social security back on for
purposes of observation at least—so
why go through that kind of an epi-
sode?
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Mr. HEINZ. Will the Senator yield
for a further question?

Mr. DOMENICI. I am pleased to
yield.

Mr. HEINZ. Prior to the consolida-
tion of the trust funds in the adminis-
trative budget, there was a solution to
this problem which the budget in 1968
and in previous years had. Is the Sena-
tor suggesting that, prior to 1969,
when the budget was displayed, that it
was not possible to get a clear idea of
the overall macroeconomic impact on
the budget? Is that what the Senator
is saying?

Mr. DOMENICI. Well, I say to the
Senator, as I indicated In my opening
remarks, the blue ribbon Commission
on Social Security, as I view it, was
made up of people appointed by the
President because of their position in
Congress and in society to know a lot
about social security. That is why they
were appointed. There was one other
commission 15 years ago that had to
look at budgeting. And I can rely on
them. They operated in the timeframe
the Senator Is asking me about. They
concluded that we had too many bud-
gets and, therefore, social security and
all other operations should be on one
budget.

My own experience tells me that,
but that Is t.he only answer I have to
the Senator's question. A commission
15 years ago thought that it should be
on a budget.

Mr. HEINZ. If the Senator will yield
further: Is he aware that prior to
fiscal 1969, the problem of identifying
the overall effect of Federal financial
receipts, disbursements, and other op-
erations was solved by publishing a
consolidated summary of the adminis-
trative budget and trust fund budget?

I have here, page 41 of a document
entitled, "The Budget of the United
States Government for Fiscal Year
1968." I ask unanimous consent that
page 41, which sets forth the way in
which this was achieved and, as I en-
visage, might be achieved in the
future, be printed in the RECORD.

There being no objection, the table
was ordered to be printed in the
RECORD, as follows:

TABI.E 1.—BUDGET RESUME ADMINISTRATIVE BUDGET AND TRUST FUND RECEIPTS AND EXPENDITURES
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Corporation mxe taxes ..
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Unexipkiym t deposits t States
Ot rpts

55$ 622 13.2 -
30.1 34.4 339 .

264 28.4
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._...... 3.1 30 3.0

10.1 11.9 11.1 8.6 14.1 12.5
—.6 —.8 —.1 —.8 —.1 —.1

Expenditurta
National dxteiese
lnternatioII affai,s sad finance
Spncx research d tectaneei5
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3.1 3.2 3.5 .1 .1

1.4

.2

1)
1.2
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Mr. HEINZ. Mr. President, I would
further repeat my question to my good
friend from New Mexico, whether or
not he would agree that the consoli-
dated summary that appears there
would, In fact, quite fairly represent
the combined fiscal operations fo the
Federal Government.

Mr. DOMENICI. I can look at this
sheet of paper that he is taiking
about, the budget of the U.S. Govern-
ment for 1968, and it looks like It does
what It ought to do.

But I am reminded that this Com-
mission reviewing budget concepts
completed their work in October of
1967. It was ratified in 1969. This ma-
terial is from 1968.

Mr. HEINZ. Yes; the Senator is cor-
rect. That represented the way we
budgeted prior to the Implementation
on the National Commission on
Budget Concepts.

Mr. DOMENICL I would only read
the bold black print, from the report
of the President's Commission on
Budget Concepts. The Commission's
major recommendations during this
tinieframe to which the Senator a!-
ludes as being an adequate way to
show the budget states in part:

The Commission's most Important recom-
mendation is that a unified summary
budget statement be used to replace the
present three or more competing concepts
that are both confusing to the public and
Congress and deficient In certain essential
charaeteriztics.

So rather than go back to 1968 and
In 2 mInutes look at this, I would con-
clude that the Commission's major
recommendation found great fault
with this as a part of our budgeting
practice.

Mr. HEINZ. I thank the Senator for
yielding and for answering those ques-
tions. I appreciate them very much.

Mr. DOMENICI. I thank the distin-
guished Senator from Pennsylvania. I
yield the floor.

Mr. STENNIS. Mr. President. I shall
not detain the Senate very long now.

I am very much Interested in the
practical side of the point Involved
here, Mr. President, because I was
here and have a distinct recollection of
part of what happened here when the
budget was all merged or put together.

This is beyond my special work and I
do not have any special knowledge of
the subject.

I remember we were working with
the Appropriations Committee and
the Armed Services Committee some.
where In there, and all of a sudden a
big question came up about the merg-
ing of the budget. I do not think
anyone knew at the time, or many of
us did not know at the time, just what
had happened. It was in dispute. But
at the same time—and I have forgot-
ten what the amount was—a very
small black budget showed up, I think
less than $1 billion—and I am sure it
was—and that was the last black
budget we had, by the way. It was part

of the workings to change the arrange-
ment of the budget.

I think there would have been a big
upheaval about it then, but people
were not conscious about the security,
the carelessness, and so forth, of the
budget money, and how much it
meant to them.

Things rocked along and no one ob-
jected to having a balanced budget.
Things rocked along in that way.
Speaking for myself, it was not com
monsense us I saw It to be putting-all
those great volumes of money into the
regular live, regular budget when the
due date for it was way down the line.

I am glad to see this brought up and
straightened out. I am not critical at
all of the Senator from New Mexico.
He knows of the high regard as well as
appreciation that I have for the work
he does. But one of the big things that
will come out of this bill, if we are able
to pass a bill, will be a correction of
this situation. When it has $2 trillion
or $3 trillion in it, somebody else will
have to do the same job of making cor-
rections, changes, and everything else.
I do not believe our successors will let
that much money lie around and be
untouched.

Anyway, as part of being a sound
plan, sitting on its own bottom, with
the people knowing where their
money is, what is happening to it, with
none of it being paid out except under
the regular social security law, so far
as those things are concerned, and
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they are the ones I have dealth with,
they will be a lot better off in their
own mind and, actually, they will be
better off, too, in the way it will come
out.

I hope we can pass this. I believe it is
just essential as a step in reform at
this time.

I yield the floor, Mr. President.
The PRESIDING OFFICER. The

Senator from Florida.
Mr. CHILES. Mr. President, I am op-

posed to this amendment that would
take the social security and disability
program out of the unified budget.

I have always said, and will continue
to say, that we should not cut social
security benefits to make up for defi-
cits In the rest of the budget. That is
the stated intent of the amendment,
and I agree with the goal. However, I
do not think this amendment Is neces-
sary to achieve that goal, and I think
it would have two serious side effects.
First, it would destroy our ability to
make national fiscal policy. Second, it
could lead to greater Presidential
power over Federal spending levels.

I would like to explain that.
Our primary concern with social se-

curity is to keep the trust fund sound,
so that full benefit payments can be
assured. But that does not mean that
on a month-by-month or a year-by-
year basis the trust funds take in just
as much as they pay out, During peri-
ods of strong economic growths when
most people are employed and paying
taxes, the trust funds n.m a surplus
and build up revenues. During reces-
sions, fewer people are paying takes
and more people take early retire-
ment, so that the system draws down
revenues. This is fine for balancing
the trust fund, because it should even
out over time.

However, when we consider fiscal
policy, we are concerned with the total
impact of the Federal deficit on infla-
tion and on the credit markets. For
those purposes, what counts is the
total amount of cash the Government
puts out in spending, compared to how
much it takes back in taxes. If spend-
ing exceeds taxes, then fiscal policy is
stimulative, whether that spending
comes from general revenues or from
trust funds. If taxes exceed spending,
then fiscal policy is restrictive. Infla-
tionary pressures are restrained, but
so are the forces for economic growth
and employment.

Now I am not saying that fiscai
policy concerns should dictate social
security benefits. Certainly they
should not. I am saying that we have
to know what fiscal policy is. We need
some mechanism to add up all spend-
ing and all taxes and see how they
compare. If we did not call it the uni-
fied budget, then we would have to
call it something else.

The proposed amendment o. the
Senator from Pennsylvania says: Not-
withstanding any other provision of
law, any concurrent resolution on the
budget under this title shall not in-
dude in the provisions for the appro.
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priate level of total new budget au-
thority and total outlays required, the
estimates of total new budget authori-
ty and total outlays for each major
functional category or for the recom-
mended levels of Federal revenues re-
quired under this sections any
amounts attributable to budget au-
thority and outlays for the Federal old
age and survivors insurance trust fund
and the Federal disability insurance
trust fund. That says to me when we
are considering fisca' policy, "Stick
your head in the sand." You cannot
find out. You cannot total up how
much you are spending.

I guess we will have to walk around
the back door. I guess we will have to
pass slips of paper in code because we
cannot have a total unified budget,

How in the world are we going to
ever be able to say that we know some-
thing about fiscal policy?

We go back to these arguments
about 1967 and 1968. Who in this Con-
gress was concerned about total fiscal
policy at that time on anything more
than maybe a 1year basis? We did not
look at 5-year numbers; we did not
look at 3-year numbers; we did not
know or talk much about stimulative
policy; we did not talk about macro-
economics. We also were building in
the mechanisms for these tremendous
deficits that we have been running
ever since.

We have been trying to unwind that.
One of the ways of unwinding it is to
at least provide ourselves with all the
Information we need to have to make
rational decisions which we have to
make to determine whether we have a
stimulative policy or whether we have
a restrictive policy.

My goodness, to say that we are
going to have all this money as a sur-
plus in social security, and that it is
going to tempt us, I can say to my dis-
tinguished friend from Pennsylvania
that this is a beautiful argument, but
the argument, prior to the time we
had these new figures, was just the
other way. The argument was that we
wanted to take it off budget because if
we do not take it off budget we were
going to find peop'e trying to cut
social security to balance the budget.

Now we are reversing and now we
are saying: "My gosh, we do not want
to put it on-budget because we will be
tempted to spend all this extra
money."

I wonder how many of us really be-
Heve there will be a1 of these surplus-
es in social security between now and
the year 2010. I wish I did.

I wish I believed that we were not
going to have to revisit soc1a security
again as we have already revisited it
since 1978. I am afraid we might well
have to, because some things can
change.

We know that when we are really
talking about what we are seeking
here, we are seeking to make ourselves
face up to the need for responsible
fiscal policy. And remember this: the
Rouse has taken medicare of f budget
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and left medicaid on. How in the world
are we going to be able to relate policy
changes and differences in what we
are doing with that kind of situation?
That is the temptation. If we are going
to take old age and survivors insurance
off, why not medicare? Medicare—the
fastest-growing program we have in
the Federal budget today, the next
crisis that is waiting to blow up on
us—are we now going to take medicare
off budget?

It certainly can be tempting. We can
make the same kind of arguments as
to why we should take social security
off. We do not want to see people af
fecting medicare policy and the health
of old people just because it might be
affecting the budget. Certainly, it
does. Certainly, we need to know what
that effect is.

Are we going to say on medicare we
cannot use those totals anywhere, as
the Senator from Pennsylvania has
said here: "you cannot include that
total."

My goodness, Mr. President, I hope
that the Senate—that has tried since
we have put the Budget Act into
place—will be working to put things
back on budget. The thrust in the
Budget Comnilttee, as my distin-
guished friend from Michigan knows,
by many members of the Budget Com-
mittee, is to take some of the items
that have managed to get themselves
off budget, some of the agricultural
credit programs, and say those need to
come back and be on.budget, and that
we need to be able to count those be-
cause that is borrowing authority.

My friend from Colorado is always
talking about having items out there
that are always drifting around, that
are affecting policy, that are affecting
what interest rates are going to be,
that are affecting how much credit Is
out there in the market, and that are
off budget. But here we are talking
about reversing a proposition that the
Senate has been working very hard on,
to put items back on budget.

We started it with the adoption of
the Budget Act. We have tried to con-
tinue it, to make these items come into
the budget. Now we are going to take
this giant—and I say giant—step back-
ward, because we say social security
will be off budget. We shall stick our
heads in the sand. We will not allow
ourselves to look at how much we are
taxing, how much we are paying out,
how much the Government is taking
from people, to add that number with
the general revenue tax and with
every other tax we have to determine
what is going to be the overall effect
on the growth of our economy, on the
amount of savings that will be availa-
ble, on the amount of capital that we
are trying to create with all of those
items.

I think this would be a giant, giant
step backward for the Senate and the
Congress to take. I certainly hope it 1
a step that we will not take.
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The proposed amendment would

prohibit us from counting social secu-
rity revenues and outlays in the totals
revenues and spending we put into the
budget resolution. Those totals are the
on1y place where Congress addresses
fiscal policy. We have no other mecha.
nism to add up taxes and spending and
we what it does to the economy. The
public would not believe us if we pub-
lished a deficit each year, but did not
include huge portions of Federal taxes
and spending. It has already become
common knowledge that there is
about $17 billion a year of off-budget
spending that adds to the Federal def i-
cit. All the expert testimony we have
had from economists at the Budget
Committee tells us that we ought to be
putting the remaining items into the
unified budget, not taking more things
out.

Most people are aware that social se-
curity Is a trust fund, and it is the
largest one. But most people are not
aware just how much of the Federal
budget is paid on a trust fund basis. A
quick look shows at least 13 separate
trust funds, Involving everything from
social security, to highways, to unem-
ployment Insurance; to Inland water-
ways, and hazardous substances. Pro-
grams funded In this way cost almost
$300 billion a year, or more than one-
third of the budget.

As Dr. Alice Rivlln, the Director of
the Congressional. Budget Office,
points out In a recent letter, there
have recently been proposals to put
various of these trust funds off
budget. There have been other propos-
als to make military spending a trust
fund, or put it off-budget, to keep it
out of the annual political arena. Any
time you talk about putting one-third
or one-half of Federal spending off-
budget you have destroyed our ability
to make Federal fiscal policy.

Mr. President, I ask unanimous con-
sent that a copy of Dr. Rivlln's letter
appear in the RECORD at this point.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

CONGRIS5IONAL BUDGET OvpIcE,
U.S. CONGRESS,

Washington, D.C., Mareh 14, 1983.
Hon. PrrER V. DOMENICI,
Chairman, Committee on the Budget, U.S.

Senat.e Washington, D.C.
Dw MR. CnznN: This is in response to

your request for my comments on the advis-
ability of removing the Social Security ac-
counts from the budget. From the perspec-
tive of good budgeting practice, the proposal
to remove accounts that represent about
one-quarter of all federal spending is cer-
taiiily inadvisable. In 1969, when Social Se-
curity and other trust funds were combined
with other programs into the unified budget
on the basis of reommendatjor by the
President's Commission on Budget Con-
cepts. the principal reasons were the need
for a comprehensive budget and for a single
measure of budgetary baJance to Insure
sound fiscal practice. Those needs are no
less urgent today.

Exclusion of Social Security would con-
fuse public understanding of the govern-
ment's fiscal impact. The unified budget is

constructed to show clearly the flow of cash
to and from the federal government. Deci
sions made on spending programs or on tax'
ation can be easily translated into increases
or decreases in the deficit and in the governS
ment's need to borrow. This important
bottom-line data will be needed no matter
how Social Security is posted on the books.
Current budgetary practice highlights the
borrowing needs of the government in a
straightforward and clear manner. By con-
trast, removing Social Security outlays and
receipts from the budget Would be conf us-
Ing. To arrive at the government's borrow-
ing needs in any fiscal year, budget docu-
ments would have to display a "regular
budget deficit or surplus" plus a "Social Se-
curity deficit or surplus" to arrive at a
"total deficit or surplus." To some extent,
this confusion aiready exists because of cur-
rent off-budget entities, but putting one-
quarter of federal activity In the latter cate-
gory would worsen the situation apprecia-
bly. Discussions of the size of the federa'
sector" would be similarly confused, since
many are familiar wtth the fact that the
federal government's budget is 20 to 25 per-
cent of gross national product (GNP) and
seven of those percentage points would dis-
appear with removal of Social Security.

The budget should be as inclusive of fed-
eral activities as possible. In order for the
Congres8 to make informed decisions on
how to allocate public monies, it Is essential
that the basic document underlying those
decisions include aU federal programs, so
that comparisons can be made and tradeoffs
can be explicit. This argues for a compre-
hensive budget, indeed one that would In-
corporate currently off-budget Items and a
more satisfactory treatment of federal
credit and tax expenditures, not one that
excludes a major portion of federal activity.

Social Security is, of course, different
from most other programs. Because it Is the
heart of the social Insurance system and be-
cause it embodies a long-term contract be-
tween the people and the government,
Social Security benefits should not be treat-
ed as an annual discretionary spending
option. But inclusion in the unified budget
m no way connotes such a diposition. In the
long-term, moreover, inclusion of Social Se-
curity in the unified budget does force the
Congress to ask the right question: How
much can the nation's economy afford for
social insurance given competing claims on
the economy and given the willingness of
taxpayers to pay? Making Social Security a
separate entity would unnecessarily narrow
this question into "How high a level of
benefits can payroll taxes support?"—a
question that ignores competing claims, al-
ternative tax sources, and the burden of
other taxes.

Exclusion of Social Security from the
budget would establish a bad precedent.
Within recent months, I have read propos-
als to remove from the budget a number of
accounts based on many of the same argu-
ments now advanced for removing Social Se-
curl ty. For example, some have advocated
moving off budget all trust funds (on the
principle that their revenues, like Social Se-
curity's, are dedicated), all federal retire-
ment programs (because they should not be
an annual political football), and national
defense (because it Is too Important to be
hostage to cyclical problems). Social Securi-
ty's removal might lend support to such pro-
posaia. In the end, we could have a prolif-
eration of federal sub-budgets, completely
eroding the usefulness of the budget as an
economic and allocative instrument. More-
over, federal trust funds as a whole are pro-
jected to be in substantial surplus over the
next five years and, If these surplus ac-
counts are removed from the budget, the
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budget that remains will show larger defi.
clt.s than are currently projected.

The courageous and hard-fought compro.
mise on Social Security involves real
changes in the Social Security system and
merits greater public confidence in the sys-
tem's future. It would be unfortunate if the
measure to remove Social Security from the
unified budget undermined confidence in
that compromise.

As the Congress struggles with serious
problems in both the social insurance pro-
grams arid In the overall budget, it is criti-
cally important that the clarity, comprehen-
siveness, and integrity of the unified budget
be maintained.

Sincerely.
ALICE M. RIvLIN,

Director.
Mr. CHILES. Mr. President, I men-

tioned a while ago that putting social
security off-budget could lead to great-
er Presidential control over spending.
Let me explain that point.

Many people forget that the Budget
Act was born in the impoundment
crisis of the early 1970's. It is formally
titled the "Congressional Budget and
Impoundment Control Act of 1974."
As someone who was actively involved
In the fight against Impoundment, I
remember the circumstances pretty
well. One of President Nixon's main
arguments for impoundment auth-
oirty was that only the President had
the ability to judge fiscal policy. Con-
gress passed Its various tax and spend-
ing bills separately through the course
of the year. At no point did we have to
add It all up; look at th bottom line,
and vote on the deficit. While the
Budget Act makes us go through the
painful act of voting on deficits, It also
lets us tell the country that we have
examined all tax and spendIng propos-
als, we have examined unemployment,
inflation and Interest rates, and exer-
cised our constitutional responsibil-
ities for taxing and spending. Now If
we begin putting major chuncks of
Federal taxes and spending off-budget,
we will no longer be able to make that
claim. And some President, sooner or
later, will make this claim that he has
to Impound funds In the nanie of fiscal
poilcy. I think that is a real danger,
and opens the door to another consti-
tutional crisis which we should avoid.

Finally, Mr. President, let me speak
to the issue of medicare. While this
amendment does not put medicare off-
budget, the House version does, so it Is
part of the problem we open up if we
adopt this amendment. While medi-
care is authorized under the Social Se-
curity Act, and paid for by a special
payroll tax, it Is quite different from
the retirement system. Benefits are
not linked in any way to contributions.
Anyone who contributes gets full
benefits, no matter how much or how
little that contribution is. And those
benefits are about to exceed those
payments.

The medicare hospital trust fund i.
facing massive deficits in a very few
short years. The system itself will be
out of money sometime in 1987 unless
we make some changes. Deficits in the
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trust fund will continue to grow every
year, reaching over $400 billion by
1995. We cannot avoid the fact that
medicare costs are projected to double
in the next 5 years. The reforms being
considered In this bill (H.R, 1900),
though very significant, will not take
care of that problem. We will have to
be looking at a variety of solutions,
and some consideration of general rev
enue financing as well as cost control
measures will inevitably be options we
will have to consider That has to be
done in the context of the overall wit-
fied budget.

The impact of medicare on the Na-
tion's economy is significant. Health
care is big business. Medicare alone
now accounts for 17 percent of all
health care payments in the United
States, and medicare alone will soon
grow to 1½ or 2 percent of the total
GNP. Whatever actions Congress
takes in medicare have to be viewed In
the overall national economy context,
as well as in the context of how those
actions will affect 30 million medicare
beneficiaries.

The House version of this bill recom-
mends that, after 1988, the hospital in-
surance trust fund be considered out-
side the unified budget, but that the
supplemental medical Insurance por-
tion of medicare (part B) remain on•
budget. I understand the rationale for
that, since the supplemental medical
Insurance program is not really a trust
fund—in fact it Is financed about 75
percent by general revenues right now.
But I think it Is unwise to separate the
two since how we treat one affects the
other. I would also like to point out
that moving a portion of medicare off-
budget a]so separates it from the med-
icaid program. Health care spending
through medicaid Is also a significant
portion of the Federal budget—over
$21 billion today. From a health policy
perspective, medicare and medicaid
are closely linked. When we address
urgent issues of health care cost con-
tainment, both medicare and medicaid
must be considered together. Differ-
ences in how they are funded are not a
controlling factor. If we separate the
hospital insurance' portion of medi-
care from medicare part B and from
medicaid, we would also open the door
to some wild schemes for a back-door
route to general revenue financing by
simply beginning to transfer responsi-
biliuty from the off-budget to the on-
budget portion.

Mr. RIEGLE. Will the Senator
yield?

Mr. CHILES. I yield.
Mr. DOMENICI. Mr. President, I

think the Chair had recognized me.
Mr. CHILES. If I still have the floor,

I shall yield.
Mr. RIEGLE. I ask the Senator from

New Mexico if he will yield for just a
question.

Mr. DOMENICI. I shall be pleased
to.

Mr. RIEGLE. It seems to me we all
serve on the Budget Committee. If
this Is set apart and It is free standing

as the amendment cafls for, what is to
keep the Budget Committee from nev-
ertheless considering it when we are
trying to make macroeconomic judg-
ments as we do, we are certainly free
to take a look at it, certainly free to
assess what we think we need with all
other Federal activities. If it Is free
standing, it is not as If by separating
it, we are taking it totally out of view.
It would still be in view. We would be
free to consider it. I do not understand
why we could not make the same value
judgments if it is free standing and
separate as if it Is in the budget disci.
pIne.

Mr. CHILES. I think the Senator
from Michigan would not want us to
violate the law. The law would say:

Notwithstanding any other provisions of
law any concurrent resolution of the budget
considered under this title shall not Include
any amounts attributable to budget author!-
ty and outlays for the Federal old age and
survivors Insurance trust fund and the Fed-
eral disability Insurance trust fund,

That just tells me we cannot include
that. I certainly would not want to vio-
late the law.

I guess maybe we could go out of the
committee room and talk about it.
Maybe we could get together over
coffee and talk about It.

What a way to run the budget at.
fairs of the United States of America,
to say we are taking this major item,
one-fourth of the national budget, but
we are not going to look at that, we
are not going to look at what its ef.
fects are; we are not going to include
that in determining whether we have
a policy that Is stimulative or a policy
•that Is restrictive, or what we are
doing to the national debt; we just ex-
clude that.

Certainly, I do not think many
people would say—well, I hope they
would not say—that they are any more
concerned about the survival of a
sound social security system than the
Senator from Florida. I introduced a
bill trying to fix the social security
system 2 years ago. I did not get any
cosponsors at that time, because we
had to apply some medicine to the
system. Finally, we are getting around
to doing it as we get the gun put to
our head.

Trying to protect the system does
not mean trying to hide it. I think
that would be the worst thing to do to
protect the system.

Mr. RIEGLE. If the Senator will
yield, nobody Is talking about hiding
it. We are talking about having it
stand separate, by itself. The Amen-
can people want this, the Presidential
Commission wants it, we ought to
want it.

I am not surprised the Budget Com-
mittee does not want to give it up. The
Budget Conunittee, and I am a
member of the committee, is reaching
in every direction for everything it can
get its hands on. The fact of the
matter Is we can consider this if it is
free standing and separate, We can
weigh its macroeconomic consider-
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ations within the framework of the
law. We can weigh all kinds of things
now that are outside the Federal
budget discipline as we try to make
these decisions.

I thank the Senator for yielding.
Mr. CHILES. I thank the Senator

and I want to say I have not found the
American people saying they want to
take a fourth of the Federal budget
and exclude it and put a curtain
around it and say, do not look at that
when you are making your policy, do
not look at that when you are trying
to determine your overall policy and
whether there Is going to be sufficleEt
money; just exclude that. I have not
found that.

Mr. ARMSTRONG. Will the Sena-
tor from Florida yield to me briefly?

The PRESIDING OFFICER. The
Senator from New Mexico has the
floor.

Mr. ARMSTRONG. I beg the
Chair's pardon. Will the Senator from
New Mexico yield to me briefly?

Mr. DOMENICI. I would be pleased
to yield.

Mr. ARMSTRONG. Mr. President, I
just want to congratulate the Senator
from Florida on his statement and to
associate myself with his remarks,
every Jot and t.tttle. He is 100 percent
right. This amendment, in my opinion,
Is a serious mistake for all the reasons
he has stated.

I also want to express my full agree..
ment with what the Senator from New
Mexico has said. There are few propo-
sitions, it seems to me, that are more
easily deferred than the adoption of
the amendment of the Senator from
Pennsylvania. If this Is a good idea, ft
can easily withstand a hearing in the
Budget Committee, an airing in a
more complete way. I believe the care
ful study of this amendment will turn
up exactly as the Senator from New
Mexico and the Senator from Florida
have stated.

I do want to clear up one point. That
Is the recommendation of the National
Commission on Social Security
Reform. I do not believe the National
Commission considered this matter in
any great detail. I think I was present
on both occasions when it was consld.
ered, once for a very few minutes and
on the second occasion for a slightly
longer period, perhaps 15 or 20 min-
utes, when there was some discussion
on it, some debate. On the first occa-
sion the indication was that all but
two or three members agreed with It,
On the next occasion, there was an In
formal changing of votes, and it is my
recollection—and I have not verified
my recollection—that several members
who had previously indicated their ap
proval of the motion expressed doubts.

So it Is not a case where the Com-
mission held hearings on this subject
or had extensive consideration. It was
considered. I believe it fair to say that
a majority approved it but not an over-
whelming majority did so.
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I think we should be guided by the

advice of the Senator from New
Mexico and the Senator from Florida.

Mr. DOMENICI. Mr. President, I
raise the point of order against the
amendment.

Mr. HEINZ. Will the Senator from
New Mexico withhold his point of
order, which I shall be happy to let
hhn make if I may speak for Just a few
minutes.

Mr. DOMENICI. I shall be happy to
do that. May I make the point of order
and ask that the Chair yield to the
Senator'

How much thne does the Senator
desire?

Mr. HEINZ. The Senator from Penn-
sylvania would like to speak for about
3 minutes. I have no intention of pre-
venting the Senator's making his point
of order, but I prefer to make my re-
marks before the Senator makes his
point of order.

Mr. DOMENICI. That is fine. I yield
the floor, Mr. President.

Mr. HEINZ addressed the Chair.
The PRESIDING OFFICER. The

Senator from Pennsylvania.
Mr. HEINZ. Mr. President, I thank

the Senator from New Mexico for his
forebearance, and I shall not take a
great deal of time on the part of my
colleagUes. I do want to set the record
straight on a few things. The Senator
from Colorado, who I note is also a
member of the Budget Committee, is
correct that this was a recomnienda-
tion of the National Commission on
Social Security Reform. It Is correct
that originally 12 or 13 of the mem-
bers were for it at the time. When it
was finally voted on it was 10 to 5; 2 to
1 is still a substantial margin.

Mr. ARMSTRONG. Have we polled
them lately? There may have been
more shifts.

Mr. HEINZ. But they may have been
in the other direction, I say to my
friend.

Mr. ARMSTRONG. Mr. President,
would the Senator agree, however,
that the consideration of this matter
by the National Commission which
met, I believe, for approximately 13
days of hearings or of meetings, that it
was a relatively brief time on two occa-
sions, perhaps totaling 30 minutes in
all? It was not an extended discussion,
noi were there outside witnesses heard
or anything of that kind.

Mr. HEINZ. I would agree that the
formal discussion was about the
length the Senator said. The informal
discussions were, indeed, quite hot and
heavy because I had numerous discus•
sions with the Senator from Colorado
and virtually every other member of
the Commission, as did the Senator
from Colorado, I might add.

Mr. ARMSTRONG. Fair enough,
and I appreciate that clarification.

Mr. HEINZ. Second, this subject was
analyzed at some length by a variety
of people, among them the Director of
the Commission, Robert J. Myers, who
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provided to the members of the Com-
mission on September 8, 1982, memo-
randum No. 53. I ask unanimous con-
sent, Mr. President, that that memo-
randum be included in the RECORD at
this point.

There being no objection, the memo-
randum was ordered to be printed in
the RECORD, as follows:

SEPTEMBER 8, 1982.

MEMORANDUM No. 53
To: Members of the National Commission

on Social Security Reform.
From: Robert J. Myers, Executive Director.
Subject: Inclusion of Operations of Social

Security and Medicare Trust Funds in
the Unified Budget.

This memorandum presents the pros and
cons with regard to the removal of the oper-
ations of the Social Security and Medicare
trust funds (OASI, DI, HI, and SMI) from
the Unified Budget.'

In FIscal Year 1969, the operations of
these four trust funds were included In the
Unified Budget for the first time. Before
then, the operations were listed separately
from other government operations, and
thus they did not affect the overall balance
of the Federal Budget. The Inclusion of the
operations of these trust funds in the
Budget has been criticized by some persons
because of these trust funds in the Budget
has been criticized by some persons because
of what they believe to be the artificial
effect that they may have on the balance of
the Budget. For example, in 1969, the excess
of Income over outgo in the OASDI Trust
Funds had the effect of "balancing" the
Budget reconmiended by President (which,
otherwise, would have shown a deficit). The
1981 National Commission on Social Secu-
rity recommended that the operations of
these four trust funds should be removed
from the Unified Budget.

If such action were taken, it is important
to note that any transactions involving pay-
ments from the General Fund of the Treas-
ury to these trust funds (such as interest on
the invested assets, reimbursement for mili-
tary service wage credits, or employer
OASDI-HI taxes with respect to covered ci-
vilian employees or military personnel)
would be shown in the Budget as outgo
items.
PROS wITH REGARD To REMOvING OPERATIONS

OF TRUST FUNDS FROM THE tJNIFIE]) BUDGET

(1) Benefit, coverage, and financing
changes would not have an effect on the
Budget. If the operation of the trust funds
were outside of the Unified Budget, any
changes which were recommended or en-
acted would be on the basis of program con-
siderations. It could not, therefore, be
argued that the underlying purpose was to
balance the Budget. For example, any re-
ductions in the rate of growth of benefit
outgo could not be said °to balance the
Budget on the back of Social Security".
Even If the operations of the trust funds
were removed from the Unified Budget, per-
sons interested In the total borrowing de-
mands of the Government could still make
the desired analysis by adding together such
operations with those of the Unified
Budget. (It should be noted that, at present,
certain significant Federal programs are
'off budget.)

(2) Reductions in administrative expenses
for program operations would not be made
solely for the effect on the Budget. Current-

It does not discuss the ciuestlon of whether
other trust funds (such as the Railroad Retirement
Account and the Civil Service Retirement Fund)
should be treated similarly.
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ly, staff reductions or limitations on person-
nel levels for the Social Security (and Medi-
care programs] can be made for budgetary
purposes without regard to program re-
quirements. This might be done even if the
several trust funds had excesses of income
over outgo that could readily meet neces-
sary administrative expenses. If the oper-
ations of the trust funds were removed from
the Unified Budget, such reductions or limi-
tations on personnel would not affect the
Budget, but rather only the operations of
the trust funds. It can be argued that the
personnel expenditures of the programs
should be determined so as to provide high-
quality service to the claimants and
beneficiaries and so as to assure efficient op-
erations.

(3) A better picture of the effect of pay.
ment from the General Fund of the Treas-
ury would result. If the operations of the
four trust funds were removed from the
Unified Budget, any payments thereto from
the General Fund of the Treasury would
appear as an outgo item in the Unified
Budget. Under the present procedures, such
items are of a "wash" nature and do not
affect the Budget. At times, this could be
very misleading; for example, under a pro.
posal to "bolster" the trust funds by a trans-
fer of very large sums from the General
Fund, if this were done, no effect on the
Unified Budget would be shown at the time.

(4) Public confidence will not be eroded by
the erroneous belief held by some people
that Social Security and Medicare taxes are
placed in the General Fund of the Treasury
and are used for other purposes (such as fi.
nancing the Marshall Plan, the Korean war,
the Vietnam war, or welfare payments).
Such persons conclude that the trust funds
are now having financial problems because
the money was spent for other than pro-
gram purposes.

CON8 WITH REGARD TO REMOVING OPERATIONS
OF TRUsT FW4DS FROM THE UNIFIED BUDGET

(1) The operation of the4our trust funds
impact in a major way on private-sector eco-
nomic activities. Accordingly, the Adminis-
tration and the Congress should consider
these operations within the context of the
entire Budget when fiscal policy is formulat-
ed. Otherwise, economic policymaking could
be confused and hindered.

(2) The operations of the trust funds are
too Important a part of national domestic
policy and governmental expenditures to be
operated independently. All governmental
programs should be operated under the con-
trols that are now a part of the Budget
process. The operations of the four trust
funds are such a significant portion of total
governmental expenditures that they
should not be exempt from the necessary
scrutiny which all programs receive under
the general budget process.

(3) Inclusion of the operation of the trust
funds in the Unified Budget allows for sim-
pler and more straightforward budget pres-
entation. Continuing the operations of the
four trust funds In the Unified Budget
makes the full scope of Federal financial ac-
tivities easier to comprehend, especially the
proportion of the total spending allocated
to each activity—e.g., national defense,
health expenditures, and income mainte-
nance.

ROBERT J. MYERS.

Mr. HEINZ. Mr. President, the point
has been made by members of the
Budget Committee that we should
defer consideration of this so the
Budget Committee has time to study
it. Well, Mr. President, this is not the
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first time this recommendation has
been made. Yes, it was made by the
National Commission on Social Secu-
rity Reform in our report of 1983, but
it was also made 2 years before that by
the National Commission on Social Se-
curity which reported in 1981. Frank-
ly, I do not know that the Budget
Committee has ever held a Jot or tit-
tle's worth of hearings on this since
1981. I suspect they have not.

Mr. ARMSTRONG. Let us tell them
to gt on the ball.

Mr. HEINZ. Mr. President, if they
are on the ball, they should have been
on the ball 2 years ago, not here on
the floor.

Mr. President, the Senator from
New Mexico has been extremely cour-
teous. I reiterate once again that we
are not taking social security off
budget. It is not going to be the Feder
al Financing Bank operating in the
dark of who knows where. We are not
going to hide it. This particular canary
weighs about $225 billion at the pres-
ent moment.

Now, no one suggests that even
Caspar Weinberger can hide the de-
fense budget, which is about the same
size. He would like to, I gather. But,
Mr. President, nobody's sleight of
hand is going to hide the social secu-
rity program, no matter how big and
heavy that hand.

I must say I would find a point made
by the Senator from Florida, who I
have enormous respect for, to be
amusing and ironic, if it was not aimed
at this amendment. His point is that
the way to keep the hands of the ex-
ecutive branch—and we know that
their fingerprints have been around.
from time to time—the way to keep
the hands of the executive branch off
of this is to keep it in the budget. I
find it immensely Ironic that the
chairman of the Budget Committee
said, when he rose to defend hs oppo-
sttion to this amendment, 'And I have
here a letter from Dave Stockman who
supports the position of the Senator
from Florida and the Senator from
New Mexico."

Now, the last time I looked, Dave
Stockrnan was in the executive
branch. I think he is down at the Ex-
ecutive Office Building. I think he
works for the President. I think he has
something to do with the executive
branch budget process.

Mr. President, I assure my col-
leagues that one of the reasons Dave
Stockman may not like this amend-
ment is that it Is not going to be possi-
ble for him to, I think the Senator
from Florida used the word, 'reVisit"
the social security trust fund.

Mr. President, I hope that is abso-
lutely right; I do not want any Direc-
tor of the Office of Management and
Budget to revisit social security for
some other purpose. That is the entire
idea behind this amendment.

I think the Senator from New
Mexico, frankly, understands the
problem we are dealing with here. I
know that this is fundamentally a turf
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issue. I understand that because I am
in my committee, and we in the Senate
Finance Committee are as jealous of
our turf as anybody else, and we go to
considerable lengths to protect it. I do
riot disagree with the motivations of
the Senator from New Mexico or any
other members of the Budget Commit-
tee, and they are numerous, who are
on the floor. They are all looking out
for their comxnittee and we would all
do the same for ours. But in looking
out for the turf of one's committee—
and we all do it—I think we still have
to put the interests of the country
ahead of that in this sense: We have to
address the issue which I made on
Friday and which I made, if the Sena-
tor will remember, with the Senator
from New Mexico back on July 29,
1982, on which date the Senator and I,
to my mind, had a very important col-
loquy on the balanced budget amend-
ment, which I ask unanimous consent
to have printed in the REco.

There being no objection the coflo-
quy was ordered to be printed in the
RECORD, as follows:

Mr. HEINZ. I commend the Senator from
New Mexico on the amendment which he
introduced to Senate Joint Resolution 58
and which the Senate passed 97 to 0 on
Tuesday. There are a number of details
which have to be worked out In the bal-
anced budget amendment, and I think the
place to spell these details out is in statute.
One major complication to the balanced
budget amendment which I would like to
see resolved In later legislation is the prob-
lem of how to handle social security.

Mr. President, it occurs to me, as I think
about how the balanced budget procedure is
going to work, that there are going to be
some serious consequences for social secu-
rity financing if the Congress does not enact
special provisions for handling this pro-
gram.

Some have suggested that Senate Joint
Resolution 58 needs to be amended to
exempt social security from the provisions
of the balanced budget amendment. Howev-
er, In looking over the Senator's amendment
and the projected context of the implement-
ing legislation he Intends to propose in the
future, it is my opinion that Congress will
have authority to set up special procedures
for social security in statute at a later date.

I would like to take a moment to review
the difficulty I see in lumping social secu-
rity in with other programs in the balanced
budget amendment, and ask the Senator
from New Mexico if he agrees that his
amendment and implementing legislation
would assure the hands of the congress will
not be tied in responding to these difficul-
ties.

Before he replies let me explain why I
think there is going to be a problem. Taking
for a moment just the cash benefits part of
social security—the old age, survivors and
disability insurance programs (OASDD—we
are talking about a program with a 7-year
planning horizon. That means that at any
particular time, we try to assure that the
cash benefits are adequately financed for
the next 75 years. This 75-year actuarial
balance is a promise of sorts to those now
paying tax contributions that there will be
funds to pay them benefits when they are
retired. Before next swnrner, the Congress
will have to act to correct the long-run im-
balance which currently exists in OASDI.
When we do, the program will be balanced
for the next 75 years. assuming our esti-
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mates for the future hold true. The fact
that the program will be In balance over the
long run does not mean, though, that it will
be in balance in each of the next 75 years.
Social security is a dynamic program. Con-
stant changes in demographic and economic
conditions necessitate the buildup of trust
fund reserves in favorable times which can
then be spent down n less favorable times.
The use of these reserves enables the fi-
nancing of the system to respond to chang-
ing conditions without annual statutory
changes in payroll tax rates and benefit
levels.

Now the balanced budget amendment is
going to egtablish as the general rule that In
each and every year receipts of the U.S.
Government should grow no faster than na-
tional income, and that outlays should not
exceed receipts. At the same time, social se
curity's receipt and outlays will fluctuate
depending upon a number of faetors such as
the relationship between workers and retir-
ees and between wages and prices. In some
years social security will have several,
indeed many years in a row, of surpluses
and in other years it will have many succes-
sive years of deficits and have to spend some
of its reserves.

Trying to forecast budgets more than a
few years ahead has its dangers. None of us
can state with impunity what the future
will hold. But I think there is one long.run
phenomoenon which we can all agree is
likely to occur and which is going to have
tremendous effects on social security's fi-
nances. This phenomenon is the aging of
the "baby boom" generation. Like a rabbit
swallowed by a snake, this generation will
advance slowly through the age groups—
first swelling the ranks of the workers, and
then after aobut 2015, swelling the ranks of
the retirees. Under current law, even with
the long run deficit we now have in social
security, this demographic pattern will
result in annual surpluses most likely begin-
ning in the 1990's. Now we are going to do
something to Improve the financing of
social security—and just about anything we
do is, I think, going to have the effect of
building up even larger surpluses. I would
like to ask the chairman of the Budget
Committee if he agrees with this assess-
ment. Does he agree that it is likely that we
are going to have to build up surpluses in
OASDI during this relatively favorable de.
mographlc period?

Mr. DOMENIcI. Let me say to my good
friend from Pennsylvania, first, I compli-
ment him for bringing the matter to the at-
tention of the Senate. It is tremendously
relevant. I would say, based on the work of
the actuaries, that I agree with the Senator
that this is a reasonable expectation. This is
indeed likely to happen.

Mr. HEINZ. I thank my colleague from
New Mexico.

The second point I would like to make is
that these surpluses on an annual basis are
going to appear very large within the con-
text of the Federal budget. If you take just
1 year, the year 2010, for example—what
you would find is that under the intermedi-
ate forecasts we would expect OASDI to
spend under current law about $350 billion
in constant 1982 dollars. If the Federal
budget is 22 percent of QNP, the Federal
budget will be about $1.5 trillion in that
time, in 1982 dollars. It could be smaller.

Current estimates indicate that in that
year, under present law, OASDI would take
in $60 billion more in receipts than it would
expend in outlays, adding this to a trust
fund of more than $600 billion. If we do any
of the things to put the social security
system on a sound, long-term basis, frankly
those numbers are going to be much larger.
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The surpluses could run as high as $120 bil-
lion to $125 billion a year. It seems to me
that Af we have annual surpluses this large
there wiU be enormous presure.s to spend
these surpluses. In the 1960's we had cur-
pluses in social security. My friend from
South Carolina was serving in this body in
those days and he well remembers that Con-
gress did spend the money, not only in the
1960's but in 1972 we put through a 20-per-
cent increase in social security benefits.

It seems to me not unreasonable to con-
elude that in a year like 2010 where there
will be a lot of money accumuhted with the
constitutional amendment limiting the
growth in receipts, and with outlays kept at
the eve1 of receipts there will be a tremen-
dous Incentive to use social security surplus-
es to allow outlays in other programs to
expand.

With aU programs balanced on the same
ledger, it seems to me quite easy—all to
easy—for Congress to decide to spent be-
tween $50 and $125 billion more each year
for 10 or 20 years for nonsocial security pro-
grams than they have have in receipts to
cover those programs.

Let me ask the Senator from New Mexico,
would he agree that this Is indeed quite a
real possibility?

Mr. DoNrncI. I think there are many of
us who have seen what has happened to
social security finances in the recent past
who are rather anxiously waiting for the
day we have these kinds of surpluses in
social security. We have not had that kind
of phenomenon in a while. Obviously, if we
get the kind of reforms that the Senator
from Pennsylvania and many others seek,
that our President seeks, that the commis-
sion he has appointed seeks, we should get
those types of surpluses at some point in
time. It should be in the tune frame the
Senator has discussed.

I believe, however, that the Senator is sug-
gesting that there Is nothing in the bal-
anced budget amendment to prevent the
Congress from increasing spending in one
account when receipts to another account
increase—as long as total outlays and re•
ceipts of the U.S. Government are in bal-
ance. That Is my understanding also.

Mr. HEINZ. In other words even though
payroU tax revenues are strictly dedicated
to the exclusive use of the trust funds, the
excess in payroll tax receipts could encour-
ge excess Government spending in other
areas. Would the Senator agree with this
'ogic?

Mr. DOMENICI. I believe the Senator may
be correct, although it Is quite likely that
Lhere would be considerable pñitical pres.
sure against digging the Federa' Govern-
ment into that type of hole,

Mr. HEINZ. I appreciate the Senator's com-
ments. I would ask my colleagues to look at
the period after 2015. By that time, it is
iikely that there will be substantial accumu.
ated trust fund reserves on hand to offset
the defclts that will begin occurring as the
first of the "Baby Boom" generation retires.
Again, picking one year 2025 we can how
Uie balanced budget amendment is going to
create problems for social security when it
begins to experience these aniua1 deficits.
In 2025, OASDI wi1 spend about $450 bil-
lion n 1982 dollars—in the context of a Fed.
era! budget-—if it i still about 22 percent of
GNP—or close to $2 Irillion. In that 1 year,
OASDI will, under current law, have a defi-
cit of over $100 billion and will have, if they
have been allowed to accumulate, trust fund
reserves of more than $230 billion. If Con-
gress has enacted one of the proposals to
reduce benefits by changing the benefit for-
mula in social security, the reserves in the
trust funds will be larger, and the deficit in
that year will be smaller—-perhaps $50 bil.

CONGRESSIONAL RECORD — SENATE
lion or less. Nonetheless, this will be a sub-
stantial deficit compared to the fiscal year
1982 OASDI deficit of about $5 billion in
the context of a $740.billion Federal budget.
Again. I would like to ask the Senator from
New Mexico if he would agree that it is rea-
sonable to expect, even with the changes in
social security financing we hope to enact
this year, that beginning sometime after the
year '010, OASDI is going to run annual
deficits as it begins paying retirement bene-
fits to the "Baby Boom" generation.

Mr. DoNxcI. Again, based on the work
of the actuaries, I agree with the Senator
that s a reasonable expectation.

Mr. HEINZ. When we get to that period of
deficits, then, and OASDI ha annual re-
ceipts lower than its annual outlays, unless
we can consider distributions from the trust
fund reserves in balancing receipts and out-
lays, it seems to me we are going to be in a
bind. If in2025 social security receipts are
$40 or $50 billion less than outlays, and if
the trust funds cannot be used as receipts in
this accounting exercise, then we are going
to have to cut either social security benefits
by $40 or $50 billion, or we are going to have
to cut some other programs by those
amounts in order to have balanced budgets,
Does the Senator from New Mexico agree
that these social security deficits are going
to make if difficult to balance the budget?

Mr. DOMENIcI. Social security deficits that
large would certainly compilcate the prob-
lem of balancing the budget. Our experience
In the budget process this year illustrates
your point very well.

Mr. HEncz. And would the Senator agree
that it would be unfortunate to have to
make cuts in the budget, when, in fact,
social security could have built up substan-
tial reserves precisely for the purpose of
paying for benefits during these years?

Mr. Dowicx. I agree with the Senator.
Not only would it be unfortunate, but it
would also probably create a political furor
if that occurred.

Mr. HEINZ. I am concerned, then, that we
find some way to assure that the balanced
budget amendment does not interfere with
the funding mechanism which is already in
place for social security. It is my opinion
that the Senator from New Mexico's amend-
ment will help in this regard. I think it is
in:iportant that we discourage future Con-
gresses from using excess Social Security re-
ceipt5 to cover excess outlays elsewhere in
the budget. Would the Senator agree that
under the provisions of his amendment, the
Congress will have the authority to adopt
accounting procedures which specify that
OASDI and RI outlays and receipts be to.
taled, and. balanced, separately from other
U.S. Government outlays and receipts?

Mr. DoMwIcx. It is my judgment that my
amendment gives Congress the authority to
establish through statute accounting proce-
dures to address the problem the Senator
has described. I think this is quite feasible. I
do not think this would In any way conflict
with the intent of either the constitutional
amendment or my amendment which the
Senate ha approved,

Mr. GORT0N. Will the Senator yield?
Mr. HEINz. I wiU in just a moment.
Now it seems to me another way to handle

the problem with social security is to estab-
lish a special definition of receipts for use
With the social security trust funds. As it
star'.cls in years when social security is expe-
riencing surpluses, excess receipts are accu-
mulated in the trust fund accounts and In-
vested in securities. Then later when these
"excess receipts" are needed to pay for
benefits, the securities are redeemed. Now it
is my understanding that on the balanced
budget statement, according to the defini-
tions used in the committee report accompa.
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nying Senate Joint Resolution 58, social se
curity's excess receipts" would be matched
against outlays in the surplus years—provid-
ing the overall Federal budget with a wind-
fall—and could not then be matched against
outlays in the deficit years, when social se-
curity is actuaUy using them to pay bene-
fits. Now I would like to ask the distin-
guished chairman of the Budget Committee,
whether, as a result of his amendment, the
Congress could decide to change this
around? Would the Congress have the au-
thority to exclude these "excess receipts'
from the definition of receipts in the sur-
plus years and include them in the defini-
tion in the deficit years when they are actu-
ally being spent?

Mr. DOMENIcI. My amendment gives the
Congress the authority to decide through
legislation on the definitions for terms used
in the constitutional amendment. I am con-
fident a way can be found to deal with the
potential problem you have described—
either through defining receipts as you sug-
gest or through some other accommodation.
I am certainjy prepared to take a careful
look at the Senator's suggestions when we
consider implementing legislation.

Mr. HEINZ. I thank the Senator for his re-
ponse because I thtnk we will aU be con-
cerned about voting for something that
would have a reverse effect, for example, in
not allowing us to plan for the future. My
understanding of the amendment the Sena-
tor from New Mexico has made to the con-
stitutional antendment and based upon his
couoquies here on the floor with others, is
totally consistent with what he has just said
to me.

When the time comes to draft legislation
defining these terms, we can take a closer
look at how this can actuaUy be accom-
pUshed. But I appreciate the Senator's as-
surance that Congress will have the flexibil-
ity to address this problem in statute. I be-
lieve, then, that most of my concerns about
the problems for social security in the bal-
anced budget amendment can be resolved at
a later date through statute.

I thank my coUeague from New Mexico
who has been extremely responsive. With
his improvements in this amendment, I am
sure we can solve this problem through the
proper enabling legislation,

Mr. DoNIcI. Let me just add again that
I think the Senator has served the Senate
weU in bringing this matter to our atten-
tion. I am sure there wiU be other kinds of
trust funds and revolving funds which wiU
come into existence during the life of our
Constitution and this amendment. I think
the notions we have raised here on the floor
will serve weU in interpreting the responsi-
bility and the breadth of definitional au-
thority that Congress will have.

Mr. GORTON. Will the Senator yield for a
question?

Mr. HEINZ. I yield.
Mr. GORTON. I may have missed some of

the nuances in this colloquy, but Is either
the Senator from Pennsylvania or the Sena-
tor from New Mexico asserting that by defi-
nitions in enabling legislation Congress
could state social security taxes do not con-
stitute receipts or social security benefit
payments do not constitute outlays?

Mr. HEINZ. If the Senator will pet-mit me
to respond, the problem that we get into
with social security is that under any of the
alternative methods of dealing with the
system that I have seen—and I have seen, in
the last 5 months, about as many, as a
member of the National Commission on
Social Security, as any living human would
want to see, and there are many more form-
ing, I am sure, between now and the time we
report back to our colleagues. The social se-
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curity system, because of the way the baby
boom moves through, earning on the one
hand a lot of money for the social security
system before they retire—building up a
surplus therefore, before the year 2015,
then afterward, if you will, living off that
surplus that they necessarily have to build
up in the system—if you count social secu-
rity contributions to that reserve, as you
would every other kind of receipt, it causes
very serious kinds of problems. The one I re-
ferred to in the first instance was that it
may cause Congress to overspend.

Mr. GORTON. Why would it make Congress
overspend?

Mr. HEINZ. Because of the unified Federal
budget. We will have the appearance of run-
ning a surplus even though those reserves
that we have built up, the so-called surplus
In the social security system, will be com
mitted by the legislation to pay benefits In
the years after the year 2015 or 2020.

Mr. GORTON. It would be more accurate to
say, then, would it not, I ask the Senator
from Pennsylvania, that it would allow the
Congress to overspend because outlays may
equal receipts?

Mr. REINZ. The Senator is entirely correct,
it would allow them. My fear, I say to my
good friend, is that it would encourage
them.

Mr. GORTON. I would have the same fear.
Mr. Hwz. That is my fear.
Mr. G0RT0N. I am not sure how that could

be prevented by statute.
Mr. Dortcx. Mr. President, I shall

answer the Senator's very direct question.
The Senator's question was whether we
were saying that social security ta,es or
social security payments would not be re-
ceipts and outlays.

My answer Ia I did not say ai1ything that
Indicated that. Obviously, we have some ac-
counting problems of a severe nature, with
huge reser that are g1ng to be spent
later.

All I said was that there are ways and
means In terms of accountIng, definitions
and the like, that can Indeed make this
workable within the terms of the constitu-
tional amendment.

Mr. GoRrori. I thank the Senator from
New Mexico. In that respect, I agree with
turn entirely. I assume he would make the
same statement in connection with any
other trust fund.

Mr. DorIcx. The Senator is absolutely
correct. In fact, I said at one point, that 11
this amendment becomes part of the Consti-
tution, we may have some trust funds the
Senator and I do not know about yet that
will have a similar problem. This colloquy
ought to help us with those too. There may
be similar situtations that we ought to be
able to take care of by accounting so they
do not prejudice their real purpose or the
annual budgets in any way.

Mr. GORTON. The Senator is simply saying
that by statutes creating and governing
those trust funds, we an see to it that the
trust fund is preserved, without automati-
caily violating this constitutional amend-
ment.

Mr. DOMENICI. The Senator is correct.
Mr. HEINz. The Senator Is correct. I would

only add that one of the things that seems
apparent to this Senator—and his view may
be shared, I do not know—is that we have
not seen any means, at least in the National
commission or the Finance Committee or
the Aging Committee, to do what we do
with the rest of the Federal budget, which
is put it on a pay-as-you-go basis. We do not
know how to do that. The demographics do
not permit us a strict payas-you-go ap-
proach in social security. r,o matter which
a.ssumptions, current law or proposed, one
accepts. Therefore, we have to have a
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method of dealing with the programs which,
for good reasons, are not pay-as-&ou-go pro-
grams. I trust that is an answer to the Sena-
tor's inquiry.

Mr. GORTON. I thank the Senator from
Pennsylvania.

Mr. HEINZ. Mr. President, I think
we all remember the balanced budget
amendment. The colloquy shows that
the Senator from New Mexico was,
indeed, sensitive to the very problem I
described at these charts. That prob-
lem was, "How could you make the
balanced budget amendment operate
if you had these kinds of deficits oper
ating In the budget from the Social Se-
curity Trust Fund?"

Now, I do not wish to put words Into
the mouth of the Senator from New
Mexico, but my reading of our collo-
quy is that he had some real concern
about that issue back last year. And I
think, Mr. President, that the real
Issue s how are we going to address
that concern today. I do not know how
we can have rational budgeting, how
we can control the Federal Govern-
ment In the proper way, if we insist on
keeping the tremendous surpluses and
deficits that will cycle through the
sociai security program in the so-
called budget deficit. That does not
mean that we cannot display a consoli-
dated budget. Indeed, we can. That is
what we did In 1968, 1967, and in pre-
vious years.

Mr. President, I say to my good
friend from New Mexico I have con-
cluded my remarks. I appreciate his
courtesy, and I understand he has a
little message he wants to deliver to
the Chair.

The PRESIDING OmCER. The
Senator from New Mexico is recog•
nlzed.

Mr. DOMENICI. Mr. President, I
thank the Senator from Pennsylvania
for his participation. I think he has
contributed immensely.

I have a couple of responses I should
like to make, but in the interest of
time, I will not do so, other than to re-
spond to one point.

I hope nobody really believes this is
a turf battle. Frankly, it is not. I do
not see how you could have a budget
resolution and a Budget Committee
charged with domg what it Is supposed
to do and take social security and put
it of I on the side. If that is turf, it is
turf In a sense different from covetmg
it for some purpose to affect it or
hover over it or pull it mto a commit-
tee and do something with it.

What we are talking about Is pre-
senting art appropriate picture of the
Government versus the economy. In
that sense, it is turf.

Likewise, the amendment does not
have any effect on the executive
branch, as the Senator speaks of, or
CBO. It affects our budget resolutions
and nothmg more. It does not pre-
clude a President, 5 years from now,
recommending changes in social secu-
rity. It just affects the budget resolu-
tions that come before the Senate and
the House.
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With that, I raise a point of order
against the Heinz amendment on the
ground that the amendment violates
section 306 of the Congressional
Budget Act.

Mr. HEINZ. Mr. President, I move to
waive the Budget Act.

The PRESIDING OFFICER. The
question Is on agreeing to the motion
to waive the Budget Act.

Mr. RIEGLE. Mr. President, I ask
for the yeas and nays.

Mr. DOMENICI. Mr. President, a
parliamentary inquiry. What is the
issue before the Senate?

The PRESIDING OFFICER. The
question before the Senate Is the
motion to waive the Budget Act,

Mr. RIEGLE. Mr. President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second?

Mr. DOMENICI. Mr. President, I
move to table the motion to waive the
Budget Act, and I ask for the yeas and
nays.

The PRESIDING OFFICER. Is
there a sufficient second? There Is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to table the motion to waive the
Budget Act. On this question the yeas
and nays have been ordered, and the
clerk will call the roll.

The legislative clerk called the roll.
Mr. STEVENS. I announce that the

Senator from Nevada (Mr. LAXALT)
and the Senator from Illinois (Mr.
PERCY) are necessarily absent.

I further announce that, if present
and voting, the Senator from Illinois
(Mr. Pc) would vote "nay."

Mr. CRANSTON. I announce that
the Senator from Mary1ard (Mr. SAR-
BANE) is necessarily absent.

The PRESIDING OFFICER. Are
there any other Senators in the Cham
ber who desire to vote?

The result was announced—yeas 56,
nays 41, as follows:

(Rollcall Vote No. 39 Leg.]
. YEAS—56

Abdnor Goldwater Nunn
Andrews Gorton Packwood
Armstrong Orassley Proxmlre
Baker Hatheld Quayle
Bentsen Hawin$ Roth
Ringaman Hecht }udmfl
Boschwit.z Hfl!n Sinpon
Chafee HollLngs Staford
Chiles Huddeston Stevens
Cochrftn Jensen Symms
Cohen Johnston Thurinond
DAniato Kassebaum Tower
Denton Ka.tn Tnbe
Dixon Lugar Wallop
Dole Mathia Warner
Domenici MaU ingly WeicIer
East McClure Wilson
E,con Murkowskl Zorinsky
Garn Nickles

NAYS—41
Baucus Danorth Hatch
Biden DeConcini Heinz
Boren Dodd Helms
Bradley Durenberger Humphrey
Bumpcr Eagleton Inouye
Burdkk Ford Jackson
Byrd Glenn Kennedy
Cranston Hart Lautenberg
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Lahy Mitchell }1eg1e
Levin Moynihan Saser
Long Pelt Specter
Matsunaga Pressler Stcnr.is
Meicher Pryor Tongas
Metzenbaum Randolph

NOT VOTING—3
Laxalt Percy Sarbanes

So the motion to table the motion to
waive the Budget Act was agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
motion to lay on the table was agreed
to.

Mr. DOMENICI. I move to table
that motion.

The motion to lay on the table was
agreed to.

Several Senators addressed the
Chair.

Mr. DOMENICI. Mr. President, I
raise a point of order against the
Heinz amendment on the ground that
it violates section 306 of the Budget
Act.

The PRESIDING OFFICER. Before
the Chair rules, I recognize the Sena-
tor from West Virginia.

Mr. BYRD. I thank the Chair.
SENATE SCHEDULE FOR THIS EVENING

Mr. President, I asked for recogni-
tion at this point to inquire of the dis-
tinguished majority leader, if he will,
to indicate what the plans are for the
rest of the evening.

Mr. BAKER. Yes, Mr. President, I
thank the minority leader.

First, let )ne say I think we are
making good progress on this bill now,
and I share with the distinguished
manager of the bill on this side the
hope that we can finish It yet tonight.
Therefore, my first answer to the mi-
nority leader is I would expect this to
be a reasonably late night because we
still have two or three amendments of
consequence to deal with.

It is further complicated by the feel-
ing of the leadership on this side that
we must do the jobs bill conference
report as soon as we receive it. The
last information I have from the other
body is that they are now debating
amendment No. 82 which deais with
targeting, and they expect to vote on
that amendment at about 6:30 p.m. I
am told that Is the only amendment
that will reufre extensive debate and,
perhaps, the only one that will require
a vote.

Based on that they should complete
action on the conference report in the
House by 7 p.m. or thereabouts. It has
already been enrolled, assuming no
further changes are made, and it
should be in the Senate by 7.O p.m.

I hope to admit the messenger as
soon as he reaches the door of the
Senate Chamber, and since it is a
privileged matter, I would ask the
Chair to lay the conference report
bcfore the Senate, iich would tem-
porarily. displace the social security
package.

I do not know how long it will take
to fnish the conference report on the
jobs bill but based on infonnation I
am given by the chairman of the corn-
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mittee and others, Senator HATFIELD
and others, I would not expect it to
take a long time. So I would expect we
could finish the jobs conference report
by, say, 8:30 tonight, in which case we
would go back to social security. That
would give us from 8:30 to maybe 10:30
or 11 or maybe 11:30 tonIght—I se the
chairman of the Finance Committee
egging me on for an ever later esti
mate—I think there is a chance, may I
say to my friend the minority leader,
that we can finIsh both the jobs bill
conference report tonight and the
social security bill.

It is important to do that if we can
because we have still got a conference,
perhaps a long conference, on social
security. I do not anticipate a long
conference, but it will be, even if the
best we can do, it is probably going to
be Thursday morning before the
House can get to the conference
report, and if we can beat that I, of
course, want to. But the way it looks
right now we will be in until 10 or 11
p.m., maybe later, tonight.

We hope we can finish social secu-
rity tonight, and if we cannot we will
go back on it in the morning. We are
going to do the jobs bill conference yet
tonight, which should not take very
long, and the chances now of getting
out Wednesday look slim; the chances
of getting out on Thursday look good.

Mr. BYRD addressed the Chair.
The PRESIDING OFFICER. The

Senator from New Mexico has raised a
point of order.

Mr. BYRD. Mr. President, I ask the
Chair to recognize me further, and I
thank the Chair.

The PRESIDING OFFICER. The
Senator from West Virginia.

Mr. BYRD. May I say to the distin-
guished majority leader that we are
canvassing this side of the aisle to try
to get some Indication of how many
amendments remain and as to wheth-
er or not those who would offer such
amendments would be willing to enter
into a time agreement. That may not
be the desire of the distinguished man-
ager to enter into any time agreement.
He may feel that better progress can
sometimes be made without a time
agreement on amendments.

I understand Mr. LONG has two
amendments, Mr. BAucus has two
amendments, Mr. LEVIN has one
amendment, Mr. BOREN has one
amendment, Mr. MATSUNAGA has one
or two amendments, Mr. Bitrnjy may
or may not have an amendment, and
Mr. DECONCINI may or may not have
an amendment.

Mr. RIEGLE. I have an amendment.
Mr. BYRD. And Mr. RIEGLE.
Mr. BAKER. That is very helpful,

and I will confer with the ciistin.
guished manager of the bill and have
something further to say about it. If
we can lock in that no other amend.
ments may be in order, it may be
much easñer to enter into time agree-
ments after we have identified those
amendrnent.

I yield the floor.
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The PRESIDING OFFICER. The

Senator from New Mexico raises the
point of order—---

Mr. RIEGLE. May I be heard on the
point of order before the ruling is
made?

The PRESIDING OFFICER. I have
deferred to the Senator from Michi-
gan, and I have waited for a long time.

Mr. RIEGLE. I understand. I asked
for a chance—

The PRESIDING OFFICER. The
Chair has some rights, too.

A point of order has been raised, and
it is not open to debate.

The amendment of the Senator from
Pennsylvania would affect the concur-
rent resolution on the budget consid-
ered under title III of the Congres-
sional Budget Act of 1974. This is a
matter within the jurisdiction of the
Budget Committee, and since the
amendment is not offered by that
committee, it violates section 306 of
the Budget Act, and the point of order
is sustained.

Several Senators addressed the
Chair.

Mr. DOMENICI. I thank the Chair.
VP AMENDMENT No. 106

(Purpose: To require separate functional
categories In the budget for the Social Se-
curity Trust Funds)
Mr. RIEGLE. Mr. President, I have

an amendment .1 send to the desk, and
while we have colleagues on the floor I
ask first that it be rend.

The PRESIDING OFFICER, The
clerk will report.

The bill clerk read as follows:
The Senator from Michigan Mr. RIEOIj)

proposes an unprlnted amendment jum.
bered 106.

Mr. RIEGLE. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment ts as follows:
At the end of title I, thsert the foUowing
SEPARATE FUNCTIONAL CAEGOR1ES IN TEE

BUDGET FOR THE SOCIAL SECURITY TRUST FUNDS

SEc. . Part A of title XX of the Social Se.
curity Act Is amended by adding at the end
thereof the following new section:

"sEPARATE FUNCTIONAL CATEGORIES UI THE
BUDGET FOR THE SOCIAL SECURITY TRUST FUNDS

1136. (a)(I) For fiscal years begin.
ning alter September 30, 1984, the President
shall, In accordance with the second sen-.
tence of section 1104(c) of title 31, United
States Code, establish a separate functional
category for requests for new budget au-
thority and estxnates of outlays for the
Federal Old-Age and Survivors Insurance
Trust Fund, the Federal Dsabijty tnsur-
axice Trust Fund, the Federal Hospital In-
surance Trust Fund. and the Federal Sup-
plementary Medical Insurance Trust Fund,
and a separate category for estimates of rev-
enues for such Trust Funds and estimates of
revenues from taxes Imposed under sections
1401. 3101. and 3111 of the Internal Reve-
nue Code of 1954. The categories estab-
lished by the President pursuant to the pre-
ceding sentence shall be used in the prepa-
ration and submission of the budget under
section 1105(a) of title 31, United States
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Code, for each fiscal year beginning after
September 30, 1984. The budget submitted
under such section for each such fiscal year
shall not classify requests for new budget
authority and estimates of outlays and rev-
enues for such Trust Funds and estimates of
revenues from taxes Imposed under sections
1401, 3101, and 3111 of the Internal Reve-
nue Code of 1954 under any functional cate-
gory other than the categories established
by the President pursuant to this para-
graph.

"(2) Notwithstanding any other provision
of law, any concurrent resolution on the
budget considered under title III of the
Congressional Budget Act of 1974 for a
fiscal year beginning after September 30,
1984, shall use the categories established by
the President under paragraph (1) in speci-
fying the appropriate levels of new budget
authority and budget outlays for the Feder-
al Old-Age and Survivors Insurance Trust
Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance
Trust Fund, and the Federal Supplemen-
tary Medical Insurance Trust Fund and In
specifying the recommended level of rev-
enues for such Trust Funds and revenues
from taxes imposed under sections 1401,
3101, and 3111 of the Internal Revenue
Code of 1954. A concurrent resolution on
the budget considered under title HI of the
Congression Budget Act of 1974 for any
such fiscal year shall not classify the appro-
priate levels of new budget authority and
budget outlays for such Trust Funds or the
recommended level of revenues for such
Trust Funds and revenues from taxes Im-
posed under sections 1401, 3101, and 3111 of
the Internal Revenue Code of 1954 under
any functional category other than the cat-
egories established by the President pursu-
ant to paragraph (1).

°(b) Itshail not be In order in the Senate
or the House of Representatives to consider
any concurrent resolution on the budget
under title UI of the Congressional Budget
Act of 1974 for any fIscal year beginning
after September 30, 1983, or any amend-
ment thereto or any conference report
thereon if such concurrent resolution,
amendment, or conference report contains
any specifications or directions described In
the second sentence of sectIon 3 10(a) of
such Act which relate to the Federal Old-
Age and Survivors Insurance Trust Fund,
the Federal Disability Insurance Trust
Fund, or the Federal Hospital Insurance
Trust Fund or revenues from taxes imposed
under sections 1401, 3101, and 3111 of the
Internal Revenue Code of 1954.

"(c) The provisions of subsections (a)(2)
and (b) are enacted by the Congress—.

"(1) as an exercise of the rulemaking
power of the House of Representatives and
the Senate, respectively, and as such they
shall be considered as part of the rules of
each House, respectively, or of that House
to which they specifically apply, and such
rules shall supersede other rules only to the
extent that they are inconsistent therewith;
and

"(2) with full recognition of the constitu-
tional right of either House to change such
rules (so far as relating to such House) at
any time, in the same manner, and to the
same extent as in the case of any other rule
of such House.

"(d) For purposes of this section—
"(1) the term 'budget outlays' has the

same meaning as In section 3(1) of the Con.
gressional Budget and Impoundment Con-
trol Act of 1974;

'(2) the tei-m 'budget authority' has the
same meaning as in sectln 3(2) of such Act;
and
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"(3) the term 'concurrent resolution on

the budget' has the same meanIng as in sec
tion 3(4) of such Act.".

Mr. RIEGLE. Let me just say while
we have a good attendance here that I
think on an issue of this kind which
represents a recommendation from
the National Commission on Social Se-
curity, which is the proposal that Sen-
ator HEINz and I put forward, and
which we have just had a procedural
vote upon, when that same recommen-
dation has been adopted within the
House bill, that by any reasonable
measure of germaneness that Issue
ought to be one we ought to have a
chance to vote on up or down on the
merits.

Now I understand the effort by the
Budget Committee to prevent that
happening. It is very much, a turf
struggle here, and I say that as a
member of the Budget Committee.
The Budget Committee wants to
retain the authority here, if it can, to
keep this matter fully within the
budget.

The amendment that I have just
sent to the desk would be different in
this respect: It would recognize the In-
clusion of social security within the
budget, but It would not allow the
Budget Committee to include social se-
curity within the reconciliation proc-
ess. That Is the key Issue.

I hope—I address this to the Senator
from Kansas, the chairman of the Fi-
nance Committee and others—if we
are going to have mandated changes in
social security In the future, they
ought not to come from the Budget
Committee. They ought to come from
the authorizing committee which can
bring forward whatever recomnienda-
tions it wishes to make.

But in the past what has happened
is that the legislative committees have
been bypassed by means of the recon-
ciliation process, and you have a

Budget Committee serving as the
master committee of all of the com-
mittees of the Senate. it is not a good
process, and I think now is the time to
break away from it.

So my amendment differs In that re-
spect. It will leave social security In
the budget process, although I think it
ought to come out. But It would say
that social security, that function,
would not be included within the rec-
onciliation process. That means the
Budget Committee cannot make those
recommendations and come here and
in effect offer a mandate as to changes
that ought to take place here. That re-
sponsibility properly ought to reside
within the legislative committee of ju-
risdiction which is Finance and this
would respect that division.

So I hope that the chairman could
accept this amendment. Otherwise, we
are going to have to debate it here for
a while and, in due course, hope to
have a vote on it.

I think this is a reasonable compro-
mise. It addresses precisely what the
Senators from New Mexico and Flor-
ida asked for earlier, and that is inclu-

March 22, 198S

sion of social security within the
budget, but it strikes the reconcili-
ation power, which means that they
do not have the power and the Com-
mittee on the Budget does not have
the power to come in here mandating
legislative changes in social security.
That would be a responsibility re-
tained for the Finance Committee,
where it ought to be.

Unless, in fact, the Budget Commit-
tee seeks that legislative power, I
would think that those two Senators
and any others who voted on that side
ought to support this amendment. Be
cause this amendment accomplishes
everything they ask for short of the
power to mandate reductions in social
security based on the thinking of the
Budget Committee.

Mr. CHILES. Will the Senator yield?
Mr. RIEGLE. Yes; I yield.
Mr. CHILES. As I understand the

amendment of the Senator, it would
not only prevent the reconciliation of
social security but it would also pre-
vent any reconciliation of medicare?

Mr. RIEGLE. That is correct.
Mr. CHILES. Well, I think If yooi

really want to look at the next crisis
that we'have, it is medicare. Medicare
is a little different from social secu-
rity.

Now I think it is interesting to note
that the Budget Committee Is the
great ogre in this, but there is no rec
onciliation unless this body adopts it
It takes the Senate to decide that
there is going to be a reconciliation. It
takes the Senate to say we think that
now we should instruct committees
that they have to make some changes
or have to make some savings.

Now, I am not sure that the Finance
Committee, when we get to problems
on medicare, is not going to want at
some time to be instructed that they
have to do something. If they are in
structed they have to do something
then they go do It. But, if the body,
the Senate, has not made instructions
to do that, I do not know what we are
going to do about medicare. Again it
takes this whole body to determine
that.

Here we are debating a bill in which
we are talking about making the social
security system sound—and that is
very necessary—and we are going to,
while we are doing that, tie our hands
behind our back so that we will not be
able to have the tools necessary to
make medicare sound.

Medicare is not sound today. All of
us know that. It is a crisis ready to just
explode or to be discovered, concern-
ing what the costs have been and the
way the costs have accelerated and the
way they continue to accelerate.

Now you are going to say by this
nice, little amendment here that the
Budget Committee cannot ma1e a rec-
ommendation to this body that we
should include savings that should be
done to perfect or protect medicare. It
takes the body to do that, not the
Budget Committee.
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Maybe it is a good thing not to have
that responsibility, not to have to
point out what the problems are in
that and to bring those problems to
the Senate. But I thmk it would be
sort of a bad day for the Senate if we
started choppmg away at the Budget
Act to say you cannot reconcile in
medicare, because we all know the
problem that s there in that regard.

It would seem to me, if we are going
to do something like this, we ought to
hold hearings, we ought to determine,
through the Committee on Govern-
mental Operations, which is the com-
rnitee that created the Budget Com-
mittee—and that committee is going to
hold some hearings on the Budget Act
now—we ought to be looking at that
before we determine that we want to
say that we are going to take away
medicare.

CBO says medicare Is going to be
broke in 1987. Medicare costs are pro-
jected to double from $57 billion to
$112 billion In the next 5 years—In 5
years those costs are going to double.

What. you are going to say in this
nice little amendment is: 'Budget
Committee, don't look at that. We
don't want to hear from you on that.
Don't have anything to say on that.
Don't recommend to the Senate that
we do anything about that."

Mr. RIEGLE. If the Senator would
yield at that point, that Is not what it
says. The Budget Committee is free to
make a recommendation any time it
wants to on this issue. The difference
is it is not in a position to mandate leg
islative changes.

Mr. CHILES. But I say to the Sena-
tor from Michigan, the Budget Com-
mittee does not mandate, the Senate
mandates. It is only when you have a
vote, a majority vote, in this Senate,
that you have a mandate. The Budget
Committee just recommends. That is
all it does. It takes a majority of the
Members of this Senate to make any
reconciliation.

Senator RIEGLE says the reconcili-
ation gives the Budget Committee the
right to change social security. All the
Budget Committee does is say to the
Finance Committee, "Save a certain
number of dollars." Again, it is up to
the Finance Committee to determine
where to save that money. We cannot
tell the Finance Committee whether
to do It off of social security, off of
medicare, or anything else. We just
project to them to save a certain
number of dollars. It is still up to the
Finance Committee to determine
whether they are going to save it.

Mr. RIEGLE. If the Senator would
yield, he is certainly aware of the fact
that if social security is one of the
functions that is included in there,
then that becomes part of the man-
date as to where the savings can come
from.

Mr. CHILES. No; it Is not binding.
Mr. RIEGLE. What I am suggesting

is we take it out of the reconciliation
process so there is not any ambiguity
about it. Let us treat social security
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and the trust fund on their own bases.
Let us keep those to the side in terms
of reconciliation.

The fact of the matter is by includ-
ing them, you make them targets.
That s precisely what you do. And
you can obscure it any way you want
with whatever kind of language you
want. The fact of the matter is that is
what happens and people do not want
that any more, and the Social Security
Commission does not want it any
more.

Mr. CHILES. The fact of the matter
is I want to face ft very directly. I
think medicare s going to have to be a
target. I think medicare is going to
have to be looked at and examined by
this Congress and by this Senate to de-
termine what in the heck we are going
to do about a program that is going to
double In 5 years, a program that is
going to go bust in 1987. Arid if you
are going to say to the Budget Com-
mittee, "Get out of that act, don't
have anything to do with that, don't
look at that," then, my goodness, you
!night as well decide that the Budget
Committee better not look at any-
thing.

That Is. the most drastic problem
that is going to face the Congress in
the next year. As soon as we finish
this one, we better be working on that
next one. Because that is the biggest
problem we have on the block and the
biggest problem we have for those old•
people out there that are the recipi-
ents. How are we going to pay for it,
how are we going to continue to try to
cover it? Arid you are going to say,
"Don't look at t in the Budget Com-
mittee."

Mr. RIEGLE. If the Senator will
yield, what I am hearing is the Budget
Committee is becoming the committee
for the Senate. We are going to make
all of these decisions In the Budget
Committee. We do not have the legis-
lative jurisdiction in that area.

Mr. CHILES. Will the Senator yield?
Mr. RIEGLE. I will yield In just a

minute.
The Budget Committee does not

have the legislative authority to delve
into these issues. That is a responsibil-
ity of another committee In the
Senate. As a matter of fact, that is one
of the reasons that no member of the
Budget Committee were members of
the Social Security Commission. The
Finance Committee members were
named to the Social Security Conunis..
sion, not the members of the Budget
Committee. They were Finance Corn-
inittee members, as properly they
should have been.

The fact of the matter is that this
matter should not be included in rec-
onciliation. That is the problem of the
last few years, a problem that ha5 to
be corrected.

Mr. CHILES. The Senator hears
what he wants to hear, but I must say
that the Budget Committee is certain-
ly not the committee of primary juris-
diction, but it is the committee that
looks at the fiscal condition of the
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Nation. It looks at the fiscal policy. If
you say we will riot be able to look at
medicare, an area that is doubling in 5
years, an area that Is going busted
under the CBO in 1987, and to say we
are gomg to exclude that from the
province of the Budget Committee, we
are not going to consider that and
allow them to make a recommendation
to the Senate as to what should be
done, to me you might as well do away
with the Budget Committee because
that is the biggest problem that we
have on the block.

We are saying we are taking away
from that problem, and we are doing it
in a handwritten amendmernt, with
hearings on the amendment, no cöfl
sideration by the Commission on
Medicare, and no consideration by
anybody. We are writing that down
and we are about to do that at this
time of night. I think it would be a
tragic, tragic thing, if we do.

I yield the floor.
Mr. RIEGLE. Mr. President, I think

now this amendment really sort of
strips the debate right down to its es-
sentials. That is that ft is clear, I
think, to anybody who is following
this 'debate. The earlier arguments
that the Budget Committee wanted to
be able to keep track of this, for broad
macroeconomic policy reasons and
considerations, was really not the fun-
daniental argument being advanced by
the other side. The fact of the matter
is that they want to have jurisdiction
over these trust funds under the rec-
onciliation process. It is a far more
questionable purpose, disturbing pur..
pose, on the part of the Budget- Com.
mittee in this particular instance.

This is precisely what the National
Commission on Social Security recog-
nized. That is that this issue should
not be locked Into the reconciliation
process coming out of the Budget
Committee because what happens is in
order to finance other areas of the
Federal Government one raid after
the other Is made upon either social
security or the other trust fund activi-
ties, whether they be medicare cover-
age or whether they be the early re-
tirement benefit or what have you.

Systematically, time alter time after
time, an effort was made to reduce
those over the last 2 years and to take
that so-called room In the budget and
allocate that to other things, because
we have not cut the overall budget one
dime. The budget is rising every single
day, the deficits are rising, the money
is being transferred.

The purpose of the recommendation
of the Social Security Commission was
to set the trust funds aside so that
they Would not be the target of that
kind of manipulation within the
budget process.

So what this amendment does—we
concede the point, though I do not
like to do it—is to leave the trust funds
within the budget for any type of mac-
roeconoinic analysis that wants to be
done, but when it comes to the hard



S 3606
bottom line of reconciliation, the trust
funds will be set aside from the recon-
ciliation and treat the Federal budget
as an entity without those trust funds
being figured In In reconciliation.

I am not surprised that the Budget
Cornniittee squawks about that. They
want the power, as a matter of fact.
Every other legislative committee in
the Senate knows that. Everybody has
bumped Into the Budget Committee at
one time or another on Issues of this
kind.

We are not equipped In the Budget
Committee, In my judgment, to make
the kind of substantive program deci
sions that, In a sense, are required
when making major alterations in
spending in the social security trust
fund programs. To come In and, in a
sense, lock in those requirements
through a reconciliation process is the
wrong way to proceed.

The committees of jurisdiction
ought to retain that jurisdiction. I am
surprised that they are not here fight-
ing harder for it, rather than just sur-
rendering it to one all-powerful com-
mittee which Is prepared to do all the
thinking for all the legislative commit-
tees around here. I do not think that
has helped the Senate. I think that
has ended up getting us into trouble.

We have seen that in social securlty.
That Is why we have the recommnenda-
tion before us from the President's
CommIssion, 10 of whom were selected
by the White House and 5 by the op-
position party, saying that it Is time to
take ti -plitt cut zcfactiitt,
to take it out of the budget process,
take it out of the reconciliation proc-
ess, and restore the integrity of this
money, to put it into a situation where
it Is free standling and where it cannot
become the subject of budget manipu-
lation or any other kind of manipula-
tion. That is the issue here. It is that
simple.

People understand it. Polls have
been done that show people think that
social security and the trust funds
ought to be taken out of the Federal
budget, put on a freestanding basis,
monitored more closely with outside
public participants on the board,
which is a recommendation which we
also adopted In the package here, in
order to see to it that this money Is
not taken and diverted for other pur-
poses. That is precisely what is hap-
pening under reconciliation.

It is time to put a stop to it, if we are
going to restore credibility to the
social security system and people
being able to have faith that the
moneys they are going to put into• the
system will be there when they need
to call on it. We need to set this aside
and get it out from under the manipu-
lation that takes place in the reconcili-
ation process.

Mr. DOMENICI addressed the
Chair.

The PRESIDING OFFICER. The
Senator from New Mexico.

Mr. DOMENICL Mr. President, I
rise not in support of the Budget Com-
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mittee on this matter but, rather, in
support of the committee of jurisdic-
tion to make changes that might be
needed from time to time in the dis-
ability program, the social security
program, and medicare. Basically it is
the Finance Committee that will be af-
fected by this amendment and not the
Budget Commnittee.

All the Budget Committee does with
refcrence to a program like medicare,
which is going to be bankrupt soon, is
tell the cornniittee of jurisdiction,
which has jurisdlction over many pro-
grams, that they have to make savmgs
of a certain amount in each of the
next 3 years. It Is up to them to decide
where they make the savings, how
they make them, but, Indeed, they get
the protection of coming to the floor
when they make those tough deci-
sions, coming in here with a reconcili-
ation bill, after we have voted to give
them direction and the House has
voted to give them direction, and we
have gone to conference and voted on
a conference.

Then the Finance Committee, as the
committee of jurisdiction, is the com-
mittee that will decide how they will
reform it, if they reform it, to save the
money prescribed. But they get the
benefit of a reconciliation bill in
taking these very difficult steps that
are necessary.

If we are going to come to the floor
and in a piecemeal manner, with a
Budget Act that clearly says no bill,
resolution, or amendment to any bill,
resolution or amendment is in order
unless it comes from the Budget Com-
mittee, if we want to just throw that
away and say we do not want anyone
making any tough decisions about
medicare or disability insurance, we do
not want to give the Finance Commit-
tee any opportunity to bring a bill to
the floor protected by the Budget Act
so you can get it voted on, so you can
protect it against nongermane amend-
ments, then vote with the Senator,
and we will just piecemeal here decide
in advance before the Senate gets to
vote on a reconciliation, before Fi-
nance gets to look at it and see if they
like it, if they want it, if it helps ac-
complish their purpose, then vote for
what the Senator is voting for.

It Is not social security, it Is disabil-
ity and medicare. But in the final
analysis, it is saying we can instruct
the Finance Committee in reconcili-
ation but it will have no binding effect
in the areas he has described. I do not
believe any Senator wants to do that. I
think that is an absolute shambles, no
way to handle a Budget Act. We may
Just as well repeal it as do what he is
asking for.

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, I have lis-
tened to the Senator from Michigan. I
agree with some of the points he
made. However, after listening to the
Senator from New Mexico and the
Senator from Florida (Mr. Cnn..s), I
really believe that we are going to be
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faced with a crisis in medicare in a
couple of years. As I understand the
budget process and having been on the
cornniittee a couple of years, I do not
think the Budget Committee recon-
ciles medicare. As I understand, they
give the committee a target figure.
The Budget Cornniittee may have
medicare in mind when they do that,
but there is no specific target for
medicare, is that correct? That has not
changed.

Mr. DOMENICI, The Senator is ab
solutely correct.

Mr. DOLE. If, in fact, we are going
to start to amend the budget process,
then I would like to be a part of it. I
have several concerns with the Budget
Committee and with the process itself
in its relation to the Senate Finance
Cornnilttee. I would rather amend the
budget process in a broader sense than
this amendment would provide.

I certainly compliment the distin-
guished Senator from Michigan. I
think he is, in effect, trying to protect
our jurisdiction.

As he properly pointed when we
wanted to address social security, we
took members from the Finance Com-
mittee. That Is our jurIsdiction. Some-
body has suggested a Commission on
Medicare. I am certain it would go to
the Finance Committee, if there are
public members.

I hope that I can speed up the proc-
ess by moving to table the amendment
without offending the Senator from
Michigan. I certainly have an open
mind on what the Senator from Mich-
igan has outlined but I would prefer
not to try to resolve it this evening. It
is my hope that we can move quickly
on this and other amendments and
still finish tonight. So I move to lay
the amendment on the table.

Mr. DOMENICI. I ask for the yeas
and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to lay the amendment of the Senator
from Michigan on the table. The yeas
and nays have been ordered. The clerk
will call the roll.

The bill clerk called the roll.
Mr. STEVENS. I announce that the

Senator from Illinois (Mr. PERcY) 1S
necessarily absent.

Mr. CRANSTON. I announce that
the Senator from Missouri, (Mr.
EAGLETON) and the Senator from
Maryland (Mr. SARBANES) are necessar-
ily absent.

The .PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber wishing to vote?

The result was announced—yeas 68,
nays 29, as follows:

LRollcaU Vote No. 40 Leg.]
YEAS—68

Abdnor
Andrews
Armstrong

Baker Boren
Bentsen Boschwltz
Bingaman Chatee
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Chiles Hecht Pack Wood
Cochran Heflin Pressler
Cohen Heinz Proxrnire
D'Ainato Helms Pryor
Danlorth Houings Quayle
Denton Huddlest.on Roth
Dixon Humphrey Rudman
Dole Jepsen Simpson
Domenici Johnston Specter
Durenberger Kassebaurn Stafford
East Kasten Stevens
Fon Laxalt Syinms
Ford Long Thurmond
Qrn Lugar Tower
Goldwater Mathias Trible
Gorton Mattingly Wallop
Grassley McClure Warner
Hatch Murkowski Wilson
Hatfield Nickies Zorinsky
Hawkins Nunn '

NAYS—29
Baucus Hart Mitchell
Biden Inoue Moynihan
Bradley Jackson Pell
Bumpers Iennedy Randolph
Burdick Lautenberg Riegle
Byrd I.eahy Sasser
Cranston Levin Stennis
DeConcini Matsunaga ongas
Dodd Melcher Weicker
Glenn Metzenbausn

NOT VOTING—3
Percy SarbanesEagleton

So the motion to lay on the table
was agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
motion was agreed to.

Mr. GOLDWATER. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

UP AMENDMENT NO. 107

(Purpose: To correct the-provision relating
to child dropout yeas)

Mr. ARMSTRONG. Mr. President, I
have two amendments I should like
the Senate to consider, and the first is
a technical amendment which I send
to the desk.

The PRESIDING OFFICER. The
amendment will be stated. -

The assistant legislative clerk read
as follows:

The Senator from Colorado (Mr. ARM-
sTRoNG) proposes an unprinted amendment
numbered 107.

Mr. ARMSTRONG. Mr. President, I
ask unanimous consent that reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

The amendment Is as follows:
On page 105, strike out lines 5 through 13,

and insert the following:
Sac. 122. (a) Section 215(b)(2)(A) of the

Social Security Act is amended to read as
follows:

"(2XA) The number of an individual's
benefit computation years equals the
number of elapsed years reduced—

"U) in the case of an individual who in en-
titled to old-age Insurance benefits (except
as provided in the second sentence of this
subparagraph), or who has died, by 5 years
and by any child-care years (as defined in
this paragraph), and

"(ii) in the case of an individual who Is en-
titled to disability insurance benefits, by the
sum of the number of years equal to one-
fifth of such individual's elapsed years (dis-
regarding any resulting fractional part of a
year) and any child-care years (as defined in
this paragraph) but not by more than the
sum of 5 years and any such child-care
years.
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Clause (ii). once applicable with respect to
any individual, shall continue to apply for
purposes of determining such individual's
primary insurance amount for purposes of
any subsequent eliglbility for disability or
old-age insurance benefits unless prior to
the month in which such eligibility begins
there occurs a period of at least 12 consecu-
tive months for which he was not entitled to
a disability or an old-age insurance benefit.
If an individual described in clauses (i) or
(ii) Is living with a child (of such individual
or his or her spouse) under the age of 3 in
any calendar year which is included in such
Individual's computation base years, each
such year (up to a combined total not ex-
ceeding 2) shall be considered a 'child-care
year' if in such year the individual was
living with such child substantially
throughout the period in which the child
was aiive and under the age of 3 in such
year and the individual had no earnings as
described in section 203(f)(5) in such year.
The preceding sentence shall apply only to
the extent that its application would not
result in a lower primary Insurance amount,
The number of an individual's benefit com-
putation years as determined under this
subparagraph shall in no case be less than
2."

Mr. ARMSTRONG. Mr. President, I
will take just a few seconds to explain
the amendmnt. The amendment has
been discussed with the staff.

It simply clears up a provision which
already appears In the bill.

Mr. MOYHIHAN. Mr. President,
may we have order?

The PRESIDING OFFICER. The
Senate will be In order.

Mr. ARMSTRONG. I thank the
Chair, and I thank the Senator from
New York. --

Mr. President, the bill, as It comes
from the Finance Committee, provides
two additional dropout years when
computing benefits for a worker who
leaves the work force to care for very
young children while at home.

I offered this amendment in commit-
tee and was pleased that It was adopt-
ed. However, when the legislation was
drafted following the committee
markup, somehow the full import of
the intention was not included In the
acutual drafted language, and there-
fore this technical amendment is nec-
essary.

As the provision now appears in the
Finance Committee bill, it would be
operative in only a relatively few
cases. The reason is that the child care.
dropout years provided are applied
after selecting the years to be used In
determining the person's average earn-
Ings instead of before selecting those
years, as Is done for the regular 5-year
dropout applicable to all beneficiaries.
The acutarial cost estimates assuined
that it would be fully operative and
this is allowed for In the funding of
the bill.

This is purely a technical amend-
ment, and unless there Is further dis-
cussion, I will call for the question on
the amendment. -

The PRESIDING OFFICER. Is
there further debate?

Mr. DOLE. Mr. President, the Sena-
tor from Kansas confirms what the
distinguished Senator from Colorado
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has just stated. We did adopt the
amendment in the committee. Howev-
er, it was called to our attention that
we need a change in the wording of
the amendment to do what the Sena-
tor from Colorado intended. That is
precisely what the Senator has done.

Under the 1980 disabIlity amend-
ments, up to 3 chilcare dropout
years were provided forl,ersons apply-
ing for disability benefits who had
years caring for a child under age 3. In
order to qualify, however, the person
could have no earnings in that year.
Child care dropout years are computed
after determining regular dropout
years in the benefit computation.

The committee amendment contains
a provision which allows up to 2 addi-
tional dropout years for persons apply-
ing for retirement, survivors or disabil-
ity benefits. The provision would have
the same eligibility requirements as
under current law in the case of young
disabled workers. That' Is, the wage
earner must have had a child under
age 3 in his or her care and the wage
earner could not have any earnings In
that year. As under present law, If
after dropping 5 years of low earnings,
the wage earner also has extra years
of no earnings, he or she may be able
to claim 1 or 2 child care drop years.

The amendment would change the
computation of child care dropout
years so that those dropout years are
determined before providing the regu-
lar drop years now in the law for all
workers. This would insure that'
women—or men—who stay out of the
work force to care for a child actually
receive some advantage over present
law.

I understand from the sociai security
actuaries that this amendment would
not Increase the short- or long-range
cost of the proposal In the committee
bill.

This Is a good amendment, and I
think it should be accepted.

Mr. MOYNIHAN. Mr. President, the
Senator from Colorado Is quite correct
In his statement.

I will take just a moment to call at-
tention to the amendment he offered
on child care years and to remind 5en
ators that there are more than a few
provisions in this legislation which lib-
eralize the system and get rid of in-
equities—in this case, for working
women, and particularly older women
as well.

This Is not just an unalloyed bit of
castor oil. There are many positive as-
pects, and one of them Is precisely to
be ascribed to the efforts of the Sena-
tor from Colorado, for which I express
my appreciation.

Mr. ARMSTRONG. I am grateful to
the Senator from New York for his ob-
servation, particularly his words about
my role in presenting this amendment.
He is correct. There are throughout
this bill a number of provisions which
liberalize benefits. I thank him for his
observation and for his encourage-
ment In this amendment and the
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others in which he has had a large
hand.

The PRESIDING OFFICER The
question is on agreeing to the amend-
ment.

The amendment (UP No. 107) was
agreed to.

Mr. ARMSTRONG. Mr. President, I
move to reconsider the vote by which
the amendme*t was agreed to.

Mr. DOLE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

UP AMENDMENT NO. 108

Mr. ARMSTRONG. Mr. President, I
send an amendment to the desk.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:
The Senator from Colorado (Mr. An&-

sTRoNG) proposes an unprinted amendment
numbered 108.

Mr. ARMSTRONG. Mr. President, I
ask unanimous consent that reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

The amendment Is as follows:
On page 125, begInning with lIne 19, strike

out all through page 129, line 23.
Redesignate subsequent sections accord

ingly.
On page 130, strike out the matter be

tween lines 11 and 12, and insert In lieu
thereof the following:

In the case of a t.axable year—

Beginning after: And before: Percent
December 31, 1983......Januarij 1. 1985 10.8
December 31, 1984 January 1. 1990 11.4
December 31, 1989............. 12.4

Page 131, in the matter between lines 14
and lô, stilke out "2.9" in the ttem relating
to 1984 and insert In lieu thereof "2.6".

Mr. ARMSTRONG. Mr. President, I
send this amendment to the desk on
behalf of myself and the Senators
from Georgia (Mr. Nuxii and Mr. Mar-
TINGLY), the Senator from Nebraska
(Mr. Z0IUNsKI), and the Senator from
Idaho (Mr. Sys).

This amendment simply leaves the
payroll tax alone. The Commission's
recommendations and the proposal
which appears before us now as the
Senate Finance Committee recommen-
dation increases the already large pay-
roll tax burden on the workers and
employers of the country and does so,
it seems to me, at a most Inopportune
time.

During the 1970's, tax maximums
quadrupled. They will triple again
during the 1980's as the result of legis-
lation already on the books, without
taking into account the increase which
Is called for by this legislation. It
seems to me that such an increase on
top of that which is already in prog-
ress—that is, the twelvefold increase in
payroll tax maximums of the 1970's
and 1980's—is not only ifiogical, is not
only bad economic policy, but also in
its essence is unfair.

Let me say, a word first about the
possible effects of higher payroll taxes
on our overall economic situation, a
matter I judge to be of great concern
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to all Senators, as it is to our constitu-
ents, because I think most of us be-
lieve that we are just beginning to see
an economic recovery which will even-
tually bring unemployment rates down
to some kind of halfway acceptable
levels. But if we are going to have that
recovery and if people are going to go
back to work, I suggest that it does not
make sense to increase payroll taxes.

I approach this from a very simp'e
point of view, and it is that if you tax
something, you are going to get less of
It. The last thing we want to get less
of at this critical moment in our histo-
ry is jobs. We want more jobs.

In 1977, the last time we increased
payroll taxes, the Congressional
Budget Office estimated that the then
tax increase would cost some 500,000
jobs. I do not think it is a coincidence
that since that massive pay'roll tax in•
crease we have seen a growth in the
problem of chronic unemployment.

So the first reason I urge my col-
leagues to support this amendment is
that it is bad macroeconomic policy.

Second, I would suggest to you the
higher payroll taxes simply are not
there. Counting both the employer
and employee contribution, the aver-
age working man and woman in this
country pays more in payroll ta,ces
than they do in Federal income taxes.
Think of it. A tax which was originally
expected and intended to be a very,
very modest small tax has now grown
to be larger than the basic Federal
income tax for more than half the
workers of this country.

One of our colleagues pointed out to
me just within the last 15 mInutes
that when he first went to work he
paid $40 the first year he worked in
social security taxes, and he estimates
that if he went to work in that same
job today at today's wages for that
same job he would pay $2,200.

That is not a trend that Is unknown
to working men and women. In fact,
many of them feel that this is a seri-
ous injustice, and I think they are
right.

I am not bold enough tonight to sug-
gest that we roll back the payroll tax
increases of 1977, but I do suggest this
is not the moment to further increase
the tax as is suggested by this bill.

I wish to also point out to the
Senate that higher payroll taxes are
highly controversial with the people
who pay them, and the tendency of
raising taxes in order to finance the
deficit in the social security system is
precisely to feed the flame of what
someone has called an intergenera-
tional time bomb.

I do not perhaps think that Is an en-
tirely accurate characterization. It
may be an overemotional characteriza-
tion of the concerns that younger
workers have, but I do note that they
are more and more reluctant to sup-
port the social security system, and
one of the things we want to get out of
the passage of this bill Is a shoring up
of public faith and confidence in social
security and putting to ease the dlvi-
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siveness that has characterized this to
a large extent.

What is the justice of it? Aside from
how anyone feels about it, what is the
real bottom-line justice of a payroll
tax increase as compared to the bene-
fit increases that we have seen in
social security?

Mr. President, I would suggest to
you that there is no stronger reason
than just fundamental justice not to
increase taxes. We all know that the
source of support, the principal source
of support for social security is payroll
taxes. Benefits during recent years
under social security have risen very
rapidly. As a matter of fact, during the
last decade benefits for socia' security
have risen nearly twice as rapidly as
the payroll on which the tax is based;
that is, the earning capacity of the
workers of the country.

As a matter of fact, just to put it in
an even clearer perspective, social se-
curity benefits have risen about 50
percent faster than the Consumer
Price Index, while wages of working
men and women have fallen behind
the growth of the CPI.

So for all of these reasons and one
more which I wish to mention, I urge
the adoption of the amendment.

The finai reason to some may not be
important, but for some of us it has a
very great significance, and this is the
question of the refundable tax credit
which is built into the Finance Com-
mittee recommendation. We have had
a principle of parity of treatment be-
tween employer and employee all
these years back to the very beginning
of social security. In the bill we violate
that principle by providing a refunda-
ble tax credit for 1 year of the employ-
ee's portion of the payroll tax in-
crease.

Now, that crosses two thresholds
that I am reluctant to cross. One is
the general fund financing threshold
and the other is the parity between
employee and employer. If we roll
back the suggested tax increase, we
avoid the necessity for doing so.

For these reasons, Mr. President. I
urge the adoption of the amendment.

The PRESIDING OFFICER (Mr.
MATTINGLY). The Senator from New
York is recognized.

Mr. MOYNIHAN. Mr. President, the
Senator from Colorado expresses the
judgment feeling that many of us have
and none of us would in any way wish
to do what this bill is doing with re.
spect to payroll taxes If it were not an
irony. We must raise 160-plus billion
dollars in the next 8 years or our
system will be defunct. If we do it we
will go into a longer period of surplus
which will surprise us but is there.

I fear to report that the amendment
before us would cost more than $42
billion in round terms, one-quarter of
the additional revenues that we seek,
and without which we do not. have a
secure system, without which, Mr.
President, we do not have legislation.
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The PRESIDING OFFICER. The
Senator from Idaho is recognized.

Mr. SYMMS. Mr. President, I am
pleased to be a cosponsor of the
amendment offered by my colleague
from Colorado, Senator ARMSTRONG, to
eliminate the payroll tax increases in
this bill.

While the payroll tax increases
scheduled to go into effect in this bill
will provide some relief to the social
security system in the form of higher
revenues, this relief to the system
might prove to be temporary. Slower
economic growth as a result of the
payroll tax increases might aggravate
the system's financial burden.

The increase in the payroll tax rates
represents an increase in cost to both
the employers and employees. The
higher cost to employers is an impedi-
ment to business spending on both
labor and capital inputs. Faced with
the higher tax rate per employee
hired, it discourages labor employ-
ment. Also, the increase in business
costs reduces the available funds for
business expansion. As a result,
growth in Investment is slower with
the tax rate increase than without it.

The higher cost to employees pro-
vokes the leisure/work tradeoff be-
cause it will mean that it will be rela-
tively cheaper to engage in nonwork
activity than It is to work. More impor-
tantly, it encourages early retirement
in the face of lower after-tax incomes
relative to generous social security
benefits.

The slowdown in capital and labor
investment with the tax increase is
translated into slower output per man-
hour. Accordingly, overall economic
performance is made worse of f by the
increase in payroll tax rates.

As far as the social security budget is
eoncerned, the slower economic activi-
ty with the tax rate increases implies a
lower earnings base along with higher
unemployment. Therefore, revenues
will be lower while the demand for
benefit payments will be higher.

Mr. President, while I sincerely re
spect the efforts of the chairman of
the Senate Finance Committee and
the efforts of the President's Commis-
sion oti Social Security Reform to pro-
pose and implement a compromise so
lution to the solvency problems of the
OASDI trust fund, I believe the tax in-
creases proposed In this package will
do more harm than good.

As everyone knows, we have severe
unemployment in several sectors of
our economy. Why we are passing 1eg
islation which will make that unem-
ployment situation more severe is
beyord me. Payroll taxes are a tax on
employment and every time you tax
something, you will have less of it.

Surely, the senior citizen community
does not want to sacrifice the jobs of
others just so that all of them can re-
ceive cost-of-living adjustments which
actually overcompensate them for the
increased living expenses they are in-
curring.
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I would encourage all of my col-

leagues to join Senator ARMSTRONG in
supporting his amendment.

I make one point. The President's
own economic adviser, Dr. Feldstein,
when he was at MIT, took a look at
these recommendations and made the
point that it might cost as much as 2
million jobs in the United States to
raise payroll taxes at this sensitive
time of recovery.

So, whether or not my good friend
from New York is right, that it will
cost $40 billion out of the future
income to the trust fund, I think that
is a debatable point. If we trigger more
unemployment by excessively increas-
ing payroll taxes, where people simply
do not hire people because of this mas-
sive cost that it now costs on the front
end to hire a new employee for a small
business that hires most of the people,
we may find out we get less money in-.
stead of more money.

We need to get people back to work
in this country, and I think there are
provisions in the bill that will assure
the solvency of the trust fund that are
built into this legislation with amend-
ments that the Finance Committee
has already adopted and that are part
of the legislation.

So I think that is the way that we
will take care of the olvency of the
trust fund.

I urge my colleagues to support the
amendment.

I yield back the floor.
The PRESIDING OFFICER. The

• Senator from Kaas is recognized.
Mr. DOLE. Mr. President, accelerat-

ing the OASDI tax rate Increases al-
ready scheduled under current law is a
key part of the financial solvency
package put together at such great
effort by the National Commission.
Dropping this element out of the
package now, or modifying it In a sig-
nificant way, could cause the compro-
mise to unravel.

Everyone knows that this entire bill
represents a series of measures that no
one is particularly happy about. The
virtue of the package, however, is that
every group shares somewhat in the
burden of preserving social security,
and no one pays an extravagant price
out of proportion to the others. If the
payroll tax acceleration Is eliminated,
it just means that some other group
will have to take a bigger hit to meet
our financing targets.

In any event, we are not talking
about new taxes: The acceleration pro-
visions generate more revenues to the
trust funds simply by moving up the
effective date of the payroll tax rate
increase schedule for 1985 to 1984, and
part of the increase scheduled for 190
to 1988. This does of course, raise the
payroll tax burden: But it does so in a
gradual and predictable way, in con-
junction with major benefit restraints
such as the 6-month COLA delay and
expanding coverage of social security.

While the payroll tax rate accelera-
tions do raise $40 billion between now
and 1990, a significant portion of that
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is offset: In 1984 employees will get a
dollar-for-dollar credit for the rate ac-
celeration, and employers will be able
to deduct the increased employer pay-
roll taxes. So the real impact on em-
ployers and employees will be consid-
erably less than the gain to the trust
funds.

Mr. JEPSEN. Mr. President, I rise in
support of the amendment offered by
the distinguished Senator from Colo-
rado, (Mr. ARMSTRONG). His leadership
and thoughtful debate on the social
security issue has been extremely
helpful and appreciated. I believe all
Senators owe Senator ARMSTRONG a
debt of gratitude for his decision to
raise some important Issues, despite
the controversial nature of some of
them.

I have been very concerned about
the acceleration of tax increases ever
since the Commission indicated that it
was seriously considering such a pro-
posal. My colleagues will remember
that it was not too long ago that social
security taxes were raised, constituting
the largest single peacetime tax in-
crease in our Nation's history.

Mr. President, whoever said that if
you want to get less of something, tax
it, surely had the social security tax in
mind when the statement was made. If
it Is the Senate's intention to retard
the recovery, stifle employment, and
increase the unemployment rolls, then
Senators should support the accelera
tion of the tax rates for social security
for surely this will be the result.

Social security taxes are a tax on
work. If you work, you pay the tax.
Employers pay the tax and employees
pay the tax. Consequently, raising the
tax increases the cost of having em-
ployees.

In addition, because of the fail-safe
provisions in the bill, repeal of the tax
increases would not increase the likeli-
hood that social security would be in
serious financial difficulty in the
latter part of this decade. Some ad-
justments in the cost-of-living adjust-
ments might be necessary, but even
then, those at the lowest end of the
income scale would not be affected.

I urge my colleagues to join the Sen-
ator from Colorado In his efforts. Oth-
erwise, the economic recovery we are
all hoping for might never occur.

Mr. MATTINGLY. Mr. President, I
rise to support and cosponsor the
amendment offered by the Senator
from Colorado (Mr. ARMSTRONG). Tht
amendment will simply strip from the
proposal the accelerated payroll tax
increases, one of the most onerous
provisions of the social security pack-
age.

I support the Armstrong amendment
for a number of reasons. First of all,
higher payroll taxes will mean fewer
jobs. Second, higher payroll taxes are
not fair, because employer and em-
ployee contributions are already so
high that the average worker is now
paying more in social security taxes
than in Federal income taxes. Finally,
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raising payroll taxes on workers means
reducing the real Income of those
whose Income has barely kept pace
with rising prices. I urge my colleagues
to support the amendment offered by
the distinguished Senator from Colo-
rado.

Mr. DOLE. Mr. President, did the
Senator from Colorado ask for the
yeas and nays?

Mr. ARMSTRONG. I have not, but I
am glad to ask for them now. I ask for
the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
Mr. DOLE. Mr. President, I shall

just take a minute.
If we want a social security package

then this amendment has to be defeat•
ed.

I do not quarrel with the Senator
from Colorado. This is one of the
many unpleasant parts of the package.

We have Federal employees circling
the Capitol. They do not want to be
into the program. We have people who
do not want the COLA delay and some
who do not want the acceleration of
taxes. These are not new taxes but ac-
celeraton of existing provisions.

The Senator from Colorado made an
outstaxxting contribution to the Com-
mission. We made a number of
changes in our bill through the efforts
of the distinguished Senator from
Colorado who is not only a member of
the Commission but chairman of the
Social Secuilty Subcommittee. I would
like to know how the Senator would
offset the revenue loss of $40 or $42
billion?

Is that a part of the package you are
offering?

Mr. ARMSTRONG. Mr. President, if
the Senator will yield to me, the infor-
mation furnished my office Indicates
that it would be something less than
that, but not to quibble over the
amount, the Senator knows there is a
provision which the Senator from
Idaho has referred to In the bifi which
in effect tailors the cost-of-living ad-
justments in the future to available
revenues.

Now, again, to explore the Justice of
it, we are projecting at the present
time benefit Increase cost-of-living ad•
justment of $259 billion between now
and the end of the decade as a result
of COLA's. The Commission plan will
have a delay savings of only $39 bil-
lion.

It is the expectation of my amend-
ment that In the event that the $39
billion in revenue which would be lost
as a result of this amendment puts the
trust fund In a position where it could
not fully meet the COLA the other
provision of the bill adopted by the Fi-
nance Committee would simply scale
back very modestly future COLA in-
creases.

Of course, I recall, as do other Sena-
tors, that we have included a hold-
harmless provision for those at the
lower benefit levels which is by the

CONGRESSIONAL RECORD — SENATE

way one of the most important provi-
sions of the bill so if some additional
COLA restraints were required it
would be applied only to those who
were the best able to withstand such
restraint.

Again I point out to the Senator
from Kansas and others social security
benefits have gone up nearly twice as
fast as have the wages and salaries on
which payroll taxes are based and at
about 50 percent faster than the cost
of living.

So if the result were to be some
COLA restraint, and I hope it is not,
but if it is that would not be unjust or
bad policy, in my opinion.

Mr. DOLE. Mr. President, for the
reasons stated, I do not quarrel with
the Senator. If we could hwe a perfect
package and If he or the Senator from
Idaho or someone eIe could have wrlt
ten the package, we might have avoid-
ed any acceleration of taxes, but as a
practical matter that does not happen.
We did the best we could. The package
came out of our committee by a vote
of 18 to 1 with this provision. I hope
the amendment will be rejected.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Co'orado.

On this question the yeas and nays
have been ordered, and the clerk will
call the roll.

The legislative clerk cafled the roll.
Mr. STEVENS. I announce that the

Senator from Alabama (Mr. DNToN),
and the Senator from Illinois (Mr..
PERCY) are necessarily absent.

I further announce that, if present
and voting, the Sen&tor from Alabama
(Mr. DENr0N) would vote "yea".

Mr. CRANSTON. I announce that
the Senator from Missouri (Mr. Eci-
TON), the Senator from Kentucky (Mr.
HuDDIsToN), the Senator from Mary-
land (Mr. Sss), and the Senator
from Ohio (Mr. Gui) are neessarUy
absent.

The PRESIDING OFFICER. Are
there any other Senators In the Cham-
ber wishing to vote?

The result was announced—yeas 27,
nays 67, as follows:

(Roilcafl Vote No.41 Legi
YEAS—27

Armstrong Heflin McCbre
Boren Helms Meicher
Bosehwltz Hollings Nickles
Cochran Humphrey Nuim
East Jepsn Quayle
Garn Johnston Roth
Goldwater Ksebaum Symm3
Hatch Kasten Trible
Hawkins Mattingly Zortnsy

NAYS—67
Abdnor Cranston }atf4eId
Andrews DAinato Hecht
Baker Danforth Heinz
Baucus DeConcn Inouy
Benten Dixon Jackson
Biden Dodd Kennedy
Blngaman Dole Lautenberg
Bradley Dornemci Laxalt
Bumpers Durenberger Leaby
Burdick Exon Levin
Byrd Ford Long
Chafee Gorton Lugr
Chiles Grssley Maths

Randolph
Riegle
Rudman
Sasser
Stnipson
Specter
Stafford
Stennis
Stevens
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NOT VOTINO—6
Glenn Percy
Hudcfleston SarbaneB

A1sraowG's amendment
(UP No. 108) wa.s rejected.

Mr. MOYNIHAN. Mr. President, I
move to reconsider the vote by which
the amendment was rejected.

Mr. DOLE. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. ARMSTRONG. Mr. President, I
ask unanimous consent that the fol-
lowing Senators be added as cospon
sors to my last amendment: Senator
Hurpmy, Senator .JEPs, and Sena
tor HELMS.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOLE. Mr. President, we are
moving along rapidly. It is going to
take some time, but we are making
steady progress.

There is not any set order, but there
are Senators who have been waiting 1
day or 2 days, such as Senator HUM-
pmy, Senator HAWKINS, Senator
BAucus, Senator QUAYLE with one
amendment which I believe we can
agree to, an amendment by Senator
MATSUNAGA, and an amendment by
Senator LEVIN.

I am not certain, but I think we can
have a vote about every 15 or 20 mlii.
ut.es, hopefully.

Mr. HuMPHREY. Mr. President
will the Senator yield?

Mr. DOLE. I yield.
Mr. HUMPHREY. Mr. President,

this Senator would agree to a time
agreement of 10 minutes on each side
on each amendment and then have an
up or down vote, with no point of
order being raised against either
amendment.

Mr. LONG. I object.
The PRESIDING OFFICER. Objec-

tion is heard.
Mr. LONG. Will the Senator yield? I

would like to explain my position.
Mr. HUMPHREY. I yield.
Mr. LONG. I do not want to agree to

a time agreement until we have a
chance to check with our minority
leader (Mr. B'). I personally have
no objection to a time agreement.

The PRESIDING OFFICER. The
Senator from Florida.

1P AMEIIDMENT NO. 109

(Purpose: To move up two years the phae
out of the earnings llmltatior1 for benefiCI
aries who have attained retirement age)
Mrs. HAWKINS. Mr. President, I

send an unprinted amendment to the
desk and ask for its immediate consid-
eration.

The PRESIDING OFFICER. The
clerk will report.

Thurniond
Tower
Tsongas
Wallop
warner
Wetcker
wilson

Metzenbaum
Mitchell
Moynhan
Murkowid
Packwo
Pell
Pressler
Proxmtre
Pryor

Denton
Eagleton

So Mr.
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The bill clerk read as follows:
The Senator from Florida (Mrs. HAw-

KINS), for herself, Mr. ABDNOR, Mr. ARM-
STRONG, Mr. D'Aro, Mr. DECONCINI, Mr.
GARN, Mr. RECHT. Mr. JEpspzi, Mr. NIcK1s,
Mr. SyMrgs, and Mr. THURMOND, proposes an
unprmted amendment numbered 109.

Mrs. HAWKINS. Mr. President, I
ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

The amendment Is as follows:
On page 44, beginning with line 14, strike

out through line 6 on page 45 and insert in
lieu thereof the following:

'(I) $250 for each month in any taxable
year ending after 1987 and before 1989;

"(H) $500 for each month In any taxable
year ending after 1988 and before 1990;

"(III) $750 for each month In any taxable
year ending after 1989, and before 1991;

"(IV) $1,000 for each month in any tax-
able year ending after 1990 and before 1992;
and

"(V) $1,250 for each month in any taxable
year ending after 1991 and before 1993.".

On page 48, line 3, strike out "1994" and
insert In lieu thereof "1992".

Mrs. HAWKINS. Mr. President,
under the legislation before us today
significant steps are recommended to
resolve the shortrun and longrun
problems facing the OASDI trust
funds. However, there is one problem
left unresolved that we can help cor-
rect today. The problem is age discrim-
ination. Under the bifi, anyone be-
tween 65 and 70 who chooses to start
drawing social security is forced by the
Federal Government to make the
unfair irrevocable concession never to
work again full time.

Current law sets a limit now equal to
$6,600 as the maximum amount a
social security recipient can earn in
wages or salary annually without pen-
alty. In Florida, the average per capita
income is $7,200, just a little above the
limit. Above the limit, social security
checks are reduced by $1 for every $2
earned. This direct penalty alone has
the same impact as a 50-percent tax on
wages earned above the limit. If you
earn $2,200 above the limit, then you
will have only $1,000 left after your
social security check is reduced.

However, the direct penalty is only a
part of the disincentives thrown in the
way of those wishing to work again.
Right now, social security is not taxed,
but wages and salary are. Thus, gain-
ing $2,000 In wages and losmg $1,000
n social security is not the same thing
to the tax men as receiving an extra
$1,000. They treat it as receiving an
extra $2,000. That means $140 is re.
moved for social security taxes and at
least another $200 is taken for Federal
income taxes, probably a lot more. Fi-
nally, most States, also have income
taxes. Most municipalities and coun-
ties do, too. So, take out another $60.
When the smoke clears, the net
amount received for earning that
$2,000 is only $600. That is equivalent
to a 70-percent tax rate.

The example I have just given is not
one covering a wealthy individual. It is

for someone in the lowest tax bracket,
someone receiving $4,000 in social se-
curity and earning $7,000 in wages for
example. They probably also qualify
for food stamps.

Equivalent tax rates for earning
more than the limit are, therefoie,
even higher than 70 percent for most
people caught in this vicious trap. It
can even exceed 100 percent. Under
cuirent law, it is possible for a senior
citizen to receive a bill instead of a
check for earning more than the arbi-
trary limit. Now, how many people are
there that will work knowing that the
more they do, the worse off they will
be?

Even millionaires get a better deal
from the Government. They have to
face at most a 50-percent tax rate.
Uncle Sam lets them keep at least 50
percent of however much they choose
to earn. It is probably a lot higher if
they have a tax accountant. Why do
we penalize the working old more than
we tax the rich? I propose that the
earnings limit be raised by $3,000 for 5
years in a row beginning in 1988 and
lifted entirely in 1983.

Thus, the limit would be approxi-
mately $10,000 in 1988, $13,000 In
1989, $16,000 In 1990, $19,000 in 1991,
$22,000 in 1992, with no limit after-
ward. Assuming inflation remains
under control during the 1980's, under
my amendment most of the elderly pe-
nalized by this misguided policy will be
unaffected by it by 1989. Few are
likely to earn more than $13,000 in
wages and sajary in that year. By com-
parison, under the bill the earnings
cap would equal about only $7,000, vir-
tually unchanged from today.

Frankly, in my mind the largest
criticism that can be made against my
amendment is that it is too cautious.
Immediate repeal of the earnings pen-
alty is affordable if one believes the
persuasive evidence piling up that eco-
nomic recovery has begun. That evi-
dence suggests th the fl-B forecast
is too pessfmistlc and alternative III
represents the pathway anticipated by
those who belleve the end oI the
Earth is near.

Consider the unemployment figures
used. Under Il-B, the unemployment
rate for 1983 is forecast at 10.7 per-
cent. And under alternative III, the
unemployment rate is 11 percent.
Under the old way of calculating un-
empkyment, the rate is already 10.4
percent. Under the new way, it is 10.2
percent. Both are well below the aver-
ages used for devising the Il-B and III
forecasts, and the recovery is just be-
ginning.

Consider the economic growth rates
assumed. The Il-B projection assumes
the economy grows in real terms by
only 1.4 percent, and the alternative
III projection says we wifi produce less
this year than we did last year. Mean-
while, the administration, which by
general agreement was considered to
be lowballing its economic growth esti-
mates, assumed a growth rate equal to
the Il-B forecast. Our own Budget
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Committee will certainly pick a
higher, more realistic number.

Analogous comparisons can be made
for other economic variables that are
important determinants of OASDI
income and outgo. The results of such
comparisons are the same.

The Il—B forecast is already proving
to be too pessimistic, and the alterna-
tive III projection implausible. Which,
come to think of it, is just what we
should expect. The Social Security Ad-
ministration actuaries make four fore-
casts. Alternative I is optimistic. Alter-
native Il-A is somewhat optimistic. Al.
ternative Il-B is somewhat pessimistic
And alternative III is pessimistic. That
means if the actuaries were to make
only one forecast, take their best shot
so to speak, they would use assump-
tions more optimistic than those used
in Il-B but less optimistic than those
used in 11-A.

That best guess would permit Imme-
diate repeal of the çarnlngs test, as
the House voted to do in 1977.

The arbitrariness of any earnings
penalty law is even more obvious when
one considers that it does not apply if
you are older than 'TO. Why 70? Some-
one who Is 71. 81, or even 91 can earn
all they want without penalty. But if
you are between the ages of 85 and 70,
you have to pay the price. Where is
the fairness or logic behind such dis-
tinctions?

Frankly, any penalty for working if
you are over 65 is inconsistent with
raising the retirement age as recom-
mended under the bifi before us. You
cannot, without being Inconsistent,
claim that life expectancy has grown,
so people should work longer, and
then support penalizing working after
you turn 65. -

The earnings penalty. in addition to
being unfair, arbitrary, and Inconsist-
ent, also contradicts the thinly held
be'ief that socii security payments
are an earned right. The public thinks
social security is just like a private
pension plan or an annuity contract.
You pay in for a number of years arid
at an agreed upon age, you start draw-
ing the benefits you contracted for.
After you pay in, you receive. That is
the deal, with no strings attached. In
fact, if private plans included provi-
sions stating that pension benefits or
annuity payments stopped or were re-
duced when you went back to work,
Congress would pass a law outlawing
them. However, maybe we would not
have to. Who would buy such a poor
plan?

Mr. President, the earnings penalty
did not become law by accident. It
passed during a time when Congress
felt it best that those who retired
should stay retired, making room for
the young to take their jobs. However,
how many people feel that way today?
Would not our ability to improve the
math and science skills of our young
be improved if we could entice some of
our best retired teachers to come back,
full time or part time?
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The President asked In his state of

the Union address for retired teachers
to come forward and teach our chil-
dren math and science. They certainly
will not if they get a bill instead of a
check for coming back to the working
place.

For many elderly, the decision to
return to work Is not voluntary. They
do not return to work out of choice
but out of necessity. Many people who
retire quickly feel the financial pinch
of living on a fixed income when the
prices of life supports are rising faster
than the Inflation rate. Consider these
figures. The cost of electricity has
gone up 60 percent faster than the
CPI over the last 5 years. The cost of
housing and heaUng your home has
gone up 12 percent faster. Cost of food
has risen 7 percent faster. Bus fare
has gone up 50 percent faster. And
gasoline has gone up at twice the rate
of the CPI. Telephone rates for local
calls are expected to go up three times
within 3 years. Water and sewer pro-
viders are asking for large increases all
over the country.

What happens when the elderly get
their electricity turned off when they
do not pay their electricity bill? I will
tell you what happens. They have to
pay twice their monthly consumption
in cash. Utility companies will not
take a check once you have been cut
off for missing a payment.

Should we penalize these people for
deciding they cannot afford to retire
after all? Instead, they have to keep
working just to pay for a minuscule
roof over their heads, or to make a
telephone call since someone Is break-
ing in their front door, or to have
water come out of the faucets in the
house they have lived in for 45 years
while their property taxes have tripled
in less than 5 years?

How about penalizing those who
incur enormous medical bills when
their spouses suffer from a catastroph-
ic Illness that medicare does not cover?
The average person who Is on medi-
care has to come up with $721 a
person annually just to cover the
charges for their health costs that are
not covered in medicare. Or how about
penalizing someone who gets swindled
out of their life savings? You can pick
up the paper daily in Florida and read
of someone who just gave $10,000 or
$15,000 of their life savings on some
flimflam game that went on in a back
parking lot. With a little Imagination,
I am sure my colleagues will come up
with some other examples.

The point Is simple. Most people
want to retire as soon as possible.
They look forward eagerly to the day
when they can afford to do so. Unfor
tunately, inflation or a serious finan-
cial mishap forces some of them back
into a job. We should not make the
last years of their lives such a hard-
ship by what we do in Congress.

I suspect it was for some of the rea-
sons I have outlined today that the ad-
ministration proposed phasing out the
earnings penalty in 1983 when they

sent a plan to do so to Congress in
May .1981. I commend the Finance
Committee for agreeing to eliminate
the earnings penalty in 1995 as pro-
posed by this bill.

However, I believe we can do better
than wait until 1995. While there are a
variety of ways to accelerate the elimi-
nation of the penalty, I believe the
least controversial way is to increase
the 5-year phaseout schedule recom-
mended by the Finance Committee by
2 years. Instead of phasing out the
penalty over 5 years begrnningin 1990,
I propose starting in 1988.

There should be no question we can
afford my amendment If we believe
the charts we have been shown and
the study we have read prepared by
the Social Security Administration.
Starting in 1988 under virtually any
conceivable economic conditions,
OASDI will run a string of annual sur-
pluses well into the 21st century. At
year end in 1988, OASDI under the
moderately pessimistic Il-B forecast
will have a checkbook balance of $57
billion according to the Social Security
Administration. In 1989. the balance
will grow to $89 billion. And the 1990's
will be even better; positive cash flow
is expected to exceed $400 billion in
that decade alone. If the doom and
gloom III forecast is used, then the
1988 and 1989 year-end figures are $13
billion and $23 billion. However, even
under alternative III, OASDI will start
to run annual surpluses in 1988, the
year I propose to phase out the earn-
ings test. And they will continue
throughout the 1990's and beyond. By
comparison, my amendment costs
OASDI $800 million in 1988 and $1.3
billion in 1990. That means it costs less
than 1 percent of 1 percent of taxable
payroll. Even this modest amount is
an overstatement if you believe the
studies that were presented before
comprehensive hearings held by the
House Subcommittee on Retirement
Income and Employment, during the
96th Congress, 1980.

The studies showed that if the limit
were removed people would go back to
work, and thereby return up to 85 per-
cent of the cost for repealing the test
in the form higher income and social
security taxes. This administration
campaigned as did many Senators—
that together we were going to reward
work, and now we have said we are
going to penalize you If you are be-
tween 65 and 70 and choose to do so.
Someday soon, perhaps sooner than
we think, for this reason many of us
will be called upon to answer why we
did not fight to eliminate immediately,
Instead of starting in 1988 age discrim-
ination against the elderly forced for
financial reasons back to work. I
wonder how presuasive our answer will
be that we decided to look away and
wait until 1995 before justice was
done.

Mr. President. I ask for the yeas and
nays.
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The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Kansas is recognized.
Mr. DOLE. Mr. President, I thank

the distinguished Senator from Flor-
ida for offering the amendment. I only
wish we could accept it. And I only
wish I was as optimistic as even the as-
sumptions cited by the distinguished
Senator from Florida. But I think we
have to be realistic. This is going to
take about $2.3 billion out of the trust
fund. When we were finally trying to
put all this together in the Senate Fi-
nance Committee, we ended up with
about four areas we wanted to address,
and one was the area just addressed by
the Senator from Florida. The other
was the so-called bend points, another
was increasing the retirement age to
66, and the other was the day care,
child care credit just discussed by the
distinguished Senator from Colorado
(Mr. AJMsTRoNG).

Now, it is not that we did not want
to do more. It is that we had certain
guidelines to follow, and it seemed to
us that we had gone about as far as we
could go with reference to this partic-
ular issue.

We do begin the phaseout in 1990. I
would like it to begin immediately. In
fact, the Senator from Kansas coauth-
ored, with the Senator from Arizona,
the earlier action in this area. I am not
certain what year it was now but it
was 4 or 5 years ago.

Under the committee bill, the retire-
ment earnings test for people 65 and
older will be phased out between 1990
and 1995. Each year the exempt
amount of earnings would rise by
$3,000 and the test would be complete-
ly eliminated in 1995. The phaseout of
the retirement test is an important
change in social security that I have
long endorsed. Under present law
there are strong disincentives for older
Americans to continue to work. The
problem with phasing out the test and,
indeed, the problem with this amend-
ment is that it costs money. I must say
that a lot of amendments are going to
be coming up now. They all cost
money. And we are hanging on by a
thread. We are trying to keep the
package intact and everybody is
coming along now with an amendment
that is $500 million or $700 million or
$2.3 billion.

That may not seem like a lot in the
social security package, but we have to
raise about $165 billion between now
and 1990, and every billion dollars we
lose, or $2.3 billion we lose out of the
trust fund must be made up some-
where else. We just had an amend-
ment that would have taken $40 bil-
lion out of the trust fund.

Mr. MOYNIHAN. Mr. President,
may we have order. The manager of
the legislation is speaking.
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Mr. DOLE. I thank the Senator

from New York.
I really believe that if in fact we are

going to have these big surpluses, and
Congress is going to meet in 1984,
1985, 1986, and 1987, then it would cer-
tainly be appropriate for the Senator
from Florida to offer the amendment
and I would join her in that amend-
ment, assuming we are both here in
1987 or whenever that time comes.

Mr. President, we have thought
about taking the amendment. We tried
to find out some way we could squeeze
it into the package, but it seems to me
that finally the botton line is: Can we
take it? Do we have the money to take
it? The answer is no. Therefore, I
would hope we would reject the
amendment.
• Mr. LEVIN. Mr. President, I reluc-
tantly vote against the amendment of-
fered by the Senator from Florida to
accelerate the phaseout of the earn-
ings limitation on social security recip-
ient.s. Under current law, this limita-
tion is $6,600. Income earned above
this amount results in social security
benefits being reduced by $1 for every
$2 that are earned.

The committee has proposed phas-
ing this limitation out by 1995. The
amendment being offered would phase
it out by 1993. I believe that we should
phase out or raise the earnings limita-
tions so it is at least high enough to
allow an individual to earn an income
which can supplement their social se.
curity benefits, and, thereby provide
the necessities of life. But early total
removal of the limitations may
weaken the solvency of the system.

While I can support the phaseout by
1995 it has been carefully crafted to
avoid any additional reduction of
social security benefits to pay for it.

We had best leave it that way.s
Mr. MOYNIHAN addressed the

Chair.
The PRESIDING OFFICER. The

Senator from New York is recognized.
Mr. MOYNIHAN. Mr. President,

there is nothing I would add to the re-
marks of the distinguished .Senator
from Kansas except our appreciation
to the Senator from Florida for draw-
ing the attention of the Senate to the
fact that it may well be, if fortune
smiles, that we could afford this
toward the end of the decade. We do
not think we can.

As time goes by, if it turns out we
can, the amendment can be offered
and, as the Senator from Kansas said,
he will support it, and I will support it.
But for the moment we have very
little keel room in this legislation, and
a billion here and a billion there, as
somebody once said in this Chamber,
and pretty soon you are talking about
real money. And it is real money we
are trying to raise. I would ask Sena-
tots on both sides if they could stay
with the Finance Committees meas-
ure in this regard. It is made up of
rnall items. If we start taking small
terns out, we do not know where we
i11 be.
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Mr. BAKER addressed the Chair.
The PRESIDING OFFICER. The

majority leader is recognized.
Mr. BAKER. Mr. President, I hope

the Senator from Florida and the
managers of the bill will let me inter-
vene just for a moment to bring in the
conference report on the jobs bill.

Before I do that, however, may I say
that I do not intend to call up the con-
ference report now. However, after the
Hawkins amendment is disposed of, it
is my intention to ask the Senate to
turn to the consideration of this meas-
ure.

Mr. President, once again, after the
Hawkins amendment Is dealt with, it is
the intention of the leadership to ask
the Senate to turn to the considera-
tion of the conference reports which is
privileged. It is hoped that it will not
take an undu1y long time to finish con-
sideration of this measure, and then
we will return to the social security
package.

I express, once again, our hope that
we can finish both the conference
report and the social security package
tonight.

Mr. President, I yield the floor.
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SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The Senate continued with the con-
sideration of the bill.

The PRESIDING OFFICER. The
question is on the amendment. The
yeas and nays have been ordered. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. STEVENS. I announce that the
Senator from Alabama (Mr. DEWr0N),
the Senator from Minnesota (Mr. DyE-
ENBERGER), the Senator from Arizona
(Mr. GOLDWATER), and the Senator
from Illinois (Mr. Pc) are necessar-
ily absent.

I further announce that, if present
and voting, the Senator from Alabama
(Mr. DENTON) would vote "nay."

Mr. CRANSTON. I announce that
the Senator from Texas (Mr. BEWr-
sgr), the Senator from Kentucky (Mr.
HVDDLESTON), the Senator from Mary-
land (Mr. SARBs) are necessarily
absent.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber who desire to vote?

The result was announced—yeas 44,
nays 49, as follows:

(Rollcafl Vote No. 42 Leg.]
YEAS—44

Abdnor Glenn Mitchell
Armstrong Ratch Nickles
Biden Hawkins Nunn
Bingaman Hecht Pell
Boren Heflin Pressler
Bóschwitz Helxns Pryor
Burdick Hollings Quayle
Byrd Humphrey Randolph
Chiles Jepsen Riegle
Cohen Kasten Syxnxns
D'Aniato Leahy Thurmond
DeConcini Mathias Trible
East Mattingly warner
Ford McClure Zorlnsky
Garn Meicher

NAYS—49
Andrews Hart Packwood
Baker HtfieId Proxmire
Baucus Heinz Roth
Bradley Inouye Rudxnan
Bumpers Jackson Sa.sser
Chajee Johnston Simpson
Cochran Kaaebaum Specter
Cranston Kennedy Stafford
Danforth Lautenberg Stennis
Di<on Laxalt Stevens
Dodd Levin Tower
Dole Long Tsongas
Domenci Lugar 'A,allop
Eagleton Matsunaga weicker
Excn Metzenbaum Wilson
Gorton Moynihan
Grass!ey Murkowskt
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(b) For purposes of subsection (a), an mdi- Mr. DOLE. Has the Senator talked
vidual is a dislocated worker if such individ- to the distinguished Senator from
ual—

- Louisiana about this amendment?
(1) has at least twenty qurters of cover-

age under title I! of the Social Security AC Mr. QUAYLE. We have had from
and <-the minority side for a considerable

(2) has received regular unemployment amount of time no opposition. This is
compensation under State law within the really not a noncontroversial amend-
preceding 12-month period, and has ex- ment. I am going to get to one. So it
hausted all rights to such compensation in has been over there with the Senator's
his most recent benefit year. staff for clearance, and we have had

(c) The Secretary shall provide for the is-
suance of documentation to individuals no objection to it.
identified as dislocated workers. Mr. PRYOR. Mr. President, I might

Mr. QUAYLE. Mr. President, I am say to the distinguished Senator from
sending to the desk an amendment Indiana, I was filling in for the Sena-
which will permit the long-term unem- tor from Louisiana (Mr. LONG). I

ployed to withdraw their contributions wonder if we could have an accomino-

to individual retirement accounts dation until he gives his acceptance or

without incurring a tax penalty.
possible disapproval of this, and so I

We all know that this Nation faces a wonder if we might lay this aside tem-

large problem of workers who have porarily until the Senator from Louisi-
been and who will continue to be per- ana returns?
maneritly dislocated from their cur- Mr. DOLE. I think that is a good
rent employment. These workers must suggestion. I wonder if we might not
gain new skills before they can reenter temporily set this aside until we check
the productive mainstream of the with Senator LONG.

Amrican economy. it seems to me You have an amendment that has
just a matter of cominonsense to let been cleared with Senator LONG, the
workers withdraw their IRA contribu- one you discussed with him?
tions without penalty when they are Mr. QUAYLE. I have discussed the
faced with the need to make a funda• voucher amendment with Senator
mental change in their working career. LONG, I have not yet had clearance
There Is no sense in having funds with him. I thought I would wait for
locked up in a lang-term savings . clearance.
count when the workers' needs are im- I was under the Impression there
mediate and now. IRA withdrawals are would not be any problem with two of
already permitted for the handi- the amendments, but I would be glad
capped. This amendment permits to accommodate the minority on this.
withdrawals for those who have, in It has been printed in the RECORD, it
fact, been handicapped by the changes has been well established for a couple
in our economy. of days, and I have heard no objection.

Mr. President, this amendment As a matter of fact, one day we had ac-
very direct and very simple. It involves commodations we had made in re-
the individual retirement accounts and sponse to a number of people who
forbears the tax penalty for withdraw- have seen this and commented on it.
al to those who are dislocated workers. Again, it Is just foregoing a penalty

This amendment, I am pleased on withdrawal from IRA accounts of
report, does have the support of the dislocated workers. I can hardly Imag-
Treasury. It has been sughtly modi- me that that is going to be a hugely
fied, I might point out, from the ver- controversial issue. We are talking
sion that was printed in the RECORD on about the Federal supplemental com-
March 16 in order to chieve a greater pensation authorization and unem-
administrative simpilcity. ployment compensation. This would

Basically what it does is just to allow certainly be a way, without having any
a withdrawal without penalty from an drain on the Treasury, to provide some
IRA account for those people who are comfort for people that are dislocated
dislocated workers and seeking em- and find themselves in a very unfortu-
ployment. nate circumstance.

Mr. DOLE. Mr. President, I under- I will be very surprised if, in fact,
stand from the Senator from Indiana there is any opposition. But I would be
that the Treasury does support this willing to accommodate the minority
amendment. As I understand what it in any fashion that the manager of
permits is if somebody is dislocated the bill sees fit.
they can—it is similar to the situation Mr. PRYOR. Mr. President, once
with respect to the disabled. They can again, In regard to the amendment of
withdraw from the IRA without penal- the Senator from Indiana, I certainly
ty. Is that the essence of the amend- cannot speak for our side on this par-
ment? ticular issue. I would like to ask, re

Mr. Q.UAYLE. That is the essence. spectfully. if the Senator from Indiana
That is correct. would temporarily set aside the

Mr. DOLE. Does the Senator have a amendment until our side has had an
revenue cost estimate? opportunity to examine the amend-

Mr. QUAYLE. Obviously in fiscal ment.
year 1983 there will not be any be. Mr. QUAYLE. Mr. President, I ask
cause they would not be paying the unanimous consent that this amend-
penalty until the following year, so ment be temporarily set aside.
any kind of revenue loss would not be The PRESIDING OFFICER. With-
in fiscal 1983 but in fiscal 1984. out objection, it is so ordered.
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NOT VOTING—?

Bentsen Goldwater Sarbanes
Denton Huddleston
Durenberger Percy

So Mrs. Hawkins' amendment (UP
No. 109) was rejected.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was rejected.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. BAKER. Mr. President, I indi-
cated earlier that as soon as we fin-
ished this vote we would go to the con-
ference report. The chairman of the
committee, the manager of the confer-
ence report on this side, needs a little
more time to examine the nature of an
amendment sent to us on one of the
items In disagreement with the House.

I understand Senator Dou and Sen-
ator QUA'rLE are prepared to proceed
now on another amendment to the
social security package which will not
require a rollcall vote. I hope the man-
agers will agree to do that while I con-
sult with the chairman of the Appro-
priations Committee and arrange for
us to proceed to the conference report.

UP AMENDMENT NO. 110, AS MODIFIED

(Purpose: To allow dislocated workers to
withdraw contributions to IRA's)

Mr. QUAYLE. Mr. President, I send
an amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:
The Senator from Indiana (Mr. QUAYLE)

proposes an unprinted amendment num-
bered 110.

Mr. QUAYLE. Mr. President, I ask
unanimous consent to withdraw that
amendment and submit this amend-
ment, which is a revised amendment,
in accordance with an agreement that
has been worked out.

The PRESIDING OFFICER. The
amendment is so modified. The clerk
will report.

The bill clerk read as follows:
The Senator from Indiana (Mr. QUAYLE)

proposes an unprinted amendment num-
bered 110, as modified.

Mr. QUAYLE. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

The amendment, as modified, is as
follows:

At the end of title IV add the following
new section:
SPECIAL PROVISIONS FOR DISLOCATED WO1KERS

wITH RESPECT TO INDIvIDUAL 1ETIREMENT
ACCOUNTS

SEc. 423. (a) Notwithstanding any other
provision of the Internal Revenue Code of
1954, a dtslocated worker having documen-
tation issued by the Secretary under this
section, may withdraw contributions to, and
interest on. an individual retirement ac-
count established in accordance with the
provtsions of section 408 of the Intnal
Revenue Code of 1954, without incurring
the tax penalty under section 408(1) of the
Internal Revenue Code of 1954.
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UP AMENDMENT NO. 111

(Purpose: To provide that FSC shall not be
denied to an individual In training)

Mr. QUAYLE. Mr. President, I send
an amendment to the desk and ask for
its immediate consideration.

The PRESI1)ING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

On page 234, after line 23, insert the fol-
lowing:

TRAINING

SEC. 404. Section 602 of the Federal Sup.
plemental Compensation Act of 1982 Is
amended by adding at the end thereof the
following new subsection:

(g) The payment of Federal supplemen-
tal compensation shall not be denied to any
recipient (who submits documentation pre-
scribed by the Secretary) for any week be.
cause the recipient Ls In training or attend-
ing an accredited educational institution on
a substantially full-time basis, or because of
the application of State law to any such re-
cipient relating to the availability for work.
the active search for work, or the refusal to
accept work on account of such training or
attendance, unless the State agency deter
mines that such training or attendance will
not improve the opportunities for employ-
ment of the recipient.".

Mr. QUAYLE. Mr. President, this
amendment deals with the Federal
supplemental compensation benefits
and allows a different procedure for
whether an individual may be availa-
ble for work.

Under present law, these benefici-
aries are dlsqüallfied from benefits
unless their retraining has been previ-
ously approved by the State employ
ment security agency. As a matter of
record, these agencies have rarely ap-
proved training courses unless the
agency has itself arranged for the
training.

Under my amendment beneficiaries
would not be disqualified from bene-
fits If they took training unless the
State agency determined that the
training would not improve the benefi-
ciary's prospect of employment.

So we are reversing the process on
determining whether an individual
would be available for work. The em-
phasis Is to try to get individuals to
seek training instead of waiting.

At the request of the Department of
Labor, I have included some modifica-
tions from my original amendment in
order to prevent potential misuse of
this provision. First, I have provided
that the beneficiary, the person re-
ceiving unemployment compensation,
must submit appropriate documenta-
tion, as will be prescribed by the Sec-
retary, concerning his retraining so
that the State agency will have ade-
quate evidence on which to base its de-
termination. Second, I have made the
provision applicable only to retraining
that is taken on a substantially full.
time basis to prevent the possibility of
someone being excluded from job
search requirements just because he is
taking training for 1 hour a week.

With these modifications, I under-
stand that this amendment will be ac-
ceptable. Let me summarize. What we

are doing Is putting the burden on the
employment security agency to deter-
mine that he Is not receiving or she is
not receiving adequate training. Right
now the procedure is very cumber-
some. Individuals find it very difficult
at times, because of the administrative
hurdles placed before them, to get cer-
tified that they are trying to receive
training to enhance one's skills and,
therefore, enhance one's employabil-
ity.

I belleve this amendment certainly is
a step in the right direction. The em-
ployment security agency sees that
the individuals are taking advantage
of it or they do not provide proper cer-
tification, then, in fact, they would not
be available for work and, therefore,
they could not go ahead and seek this
training.

Mr. President, I just want to empha-
size one point. This amendment goes
to what Is going to be the second
phase of the jobs bill. Later on tonight
we are going to be debating the jobs
bill. A number of people that support-
ed that, including the Senator from
Indiana, did that because it is a short-
term solution. It is not a long.term so-
lution. The Federal unemployment
compensation is in there. It is a matter
of dire necessity for every State, in-
cluding my Own, that we pass that.

But, beyond that, the real jobs legis-
lation is not, first of all, going to mean
economic recovery. Second, and this Is
the challenge that we have, how are
we going to train and retrain our sur-
plus labor in this country? How are we
going to take those indlvidua1s that
have been dislocated and displaced
and match them up with future jobs?
How are we going to take somebody
that has been employed for a number
of years and develop new skifls and,
therefore, new opportunities?

What this amendment does is to say:
"Look, what we are going to do is en-
courage training and we are not going
to deny benefits to somebody that is
seeking proper training and trying to
get ahead in life and to move a step
forward."

It is not going to be open-ended be-
cause there is going to have to be cer-
tification. Just like under the GI pro-
gram, certain certifications that if you
were taking courses, to go ahead and
you would be eligible for the GI pro-
gram. This is the same requirement.

Once the individual shows that he or
she is receiving training, then they are
going to continue to get those unem-
ployment benefits unless the agency
determines that it is not going to en-
hance their employability.

I Imagine, in most cases, they would
not make that determination and,
therefore, there would be a positive in-
centive and reward for those people to
go out and to have training and there
would not be a puaitive liability or a
disadvantage to those individuals
where they would say, "Oh, no, you
can receive training if you are going to
continue to get your unemployment
compensation.'
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Let us face it, If they can go ahead

and receive that unemployment com-
pensation and receive that training,
they are going to be better off and the
Nation is, too. So I hope that there
will not be any dissent on this amend-
ment.

It just reverses the present process.
It has been printed in the REcolu). It
has been discussed at the staff level. It
has the administration's support and
it should have the support of the
entire Senate.

Mr. DOMENICL Will the Senator
yield for a question?

Mr. QUAYLE. I am glad to yield to
my distinguished chairman.

Mr. DOMENICI. Mr. President,
first, I wish to compliment the Sena-
tor for the amendment. I think it is an
excellent one.

Who will make the determination as
to whether or not the training or re-
training enhances one's employability?
Let me tell the Senator why I ask that
question. I have a pocket of unemploy-
ment attributable to copper mining. I
have been down there a couple of
times meeting with the working
people. They told me that they are at-
tempting to go to school there at the
regional university and take the voca-
tional course and that somebody at
the State level made the determina-
tion that they qualified If they were
learning to be a plumber but they did
not qualify for unemployment If they
were learning to be a carpenter. Will
the amendment of the Senator change
any burden of proof there?

Mr. QUAYLE. It certainly does. It
changes the process, because under
the current process your employment
security agency sets up all of this cii-
teria and then they have to fall into a
certain category.

Under this amendment, the pre-
sumption, so to speak—and we will
have to wait and see exactly how it
will be carried out with the Secre-
tary—the presumption is If they are
certified and receive training, they are
also certifying that they are going to
elevate one's skills. There was a poten-
tial abuse we corrected.

Someone would say that maybe they
will be able to certify they are only
getting 1 hour a week and, therefore,
that would not be right. So we put in
substantially full-time employment; in
other words, it has to be a basically
full-time training that they are seek-
ing. Therefore, once the employee or
the recipient or beneficiary deter-
mines that they are going to enhance
their employability, the burden of
proof Is now on the Department to
say, "No, they are not."

Right now the Department can come
up with arbitrary standards, as they
have done in the Senator's State of
New Mexico, and say If you do not do
this you do not qualify. It simply re
verses the process and reverses the
presumption.
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Mr. DOMENICI. I compliment the

Senator. I ask him If I may be added
as a cosponsor.

Mr. QUAYLE. Mr. President, I ask
unanimous consent that the Senator
from New Mexico (Mr. D0MENIcI) be
added as a cosponsor.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOMENICI. I thank the Sena-
tor.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Kansas.
Mr. DOLE. Mr. President, again, we

are waiting for the distinguished Sena-
tor from Loulsana (Mr. LONG) to come
to the floor so he will have a chance to
examine the amendment.

As I understand, the amendment has
been modified, but it is still hard to de-
termine that somebody is 'ooking for
work if they are in a training program.

I do not have any real objection, but
I think it can be tightened up some
more and we can do that in confer
ence. However, I would want the dis-
tinguished Senator from Louisiana to
clear the amendment.

The amendment that troubles me is
the one the Senator has not offered
yet. The more I heard about it, the
less enthusiastic I am about the
voucher. I would hope the Senator
would not press that amendment. It is
the same thing we have had hearings
on, or essentially the same thing we
have had hearings on, In the Finance
Committee.

As I understand, there are still a
number of questions to be. resolved,
'and I would hope that we might delay
that amendment for another ttme.

Mr. QUAYLE. Will the Senator
yield?

Mr. DOLE. The Senator has not of-
fered the amendment yet, but I under-
stand he may do so. I just want to In-
dicate I have no objection to the first
two amendments. I feel after discuss-
ing the third amendment and learning
more about it, 1 would prefer not to
have to address that at this time.

The Senator Is certainly at liberty to
offer it.

Mr. QUAYLE. Let me tell the Sena-
tor that when we started out with the
voucher proposal, there were a lot of
people we had been working with who
expressed the same concerns as the
Senator from Kansas, that maybe we
shold not be doing that at this particu-
lar time, or they had certain questions
on the amendment.

Alter working with particularly a
number of people In the administra
tion this past week and this week, the
Department of Labor, the Department
of the Treasury, and 0MB have basi-
cally signed off on this amendment
and they are now supporting it.

I would hope that we might be able
to get the chairman of the Finance
Committee, which has jurisdiction
over this matter, as well as the Labor
and Human Resources Committee, to
work this out. Maybe as time goes on
the Senator from Kansas might like
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this amendment that I would like to
offer 'ater on. It does have the sup-
port of the administration. I think it is
a good amendment. Nobody really
knows how these vouchers are going to
work.

This is an extension of the Federal
supplemental coinpersation. This is a
good place to offer it. There may be
some debate on it, and there may be
some questions that we could answer.
We have taken a considerable amount
of time and contacted a lot of people
who had a lot of reseravations to begin
with. We have made a lot of accomnio-
dations on it and believe it is really a
good amendment.

Mr. DOLE. As I sayS, I Just happened
to focus on it, and it may not be fair to
the Senator to say that because I have
really not had a chance to examine it.

I would hope, as a matter of fact,
that the Senator would not offer it at
this time and that we would temporar-
ily set aside the other two amend-
ments umtl the Senator from Louisi-
ana comes to the floor. I do not see
any problem with those two.

Mr. QUAYLE. I appreciate the Sena-
tors comments. The other two amend-
ments were definitely not controver-
sial, and this one should not be too
controverisal. It may become a little
controversial as we go on. I will cer-
tathly accommodate the chairman on
that and work with him. I will also
work with the ranking minority
member as the evening goes on. We
have the jobs legislation to pass yet to-
night. Maybe by tomorrow we can get
this worked out.

UP AMENDMENT NO. 112

• I might say I do have an amendment
which I believe has been worked out
on all sides on section 1122. What I
will do is offer that one, which I be-
lieve we have everyone signed off on,
and then we can set those three aside
as they are noncontroversial. Then
when the Senator from Louisiana re-
turns, we can perhaps accept those
three en bloc.

Mr. DOLE. Mr. President, will the
Senator describe the amendment
which has been cleared all the way
around?

Mr. QUAYLE. The amendment on
section 1122 basically provides that on
section 1122 hospital construction of
over $600,000 they simply submit for
review to the section 1122 agency or to
the State planning agency. My origi-
nal preference was to have an actual
approval of the submission, but that
received strong objections from a
number of people.

What we are doing is simply submit-
ting it for review.

I think everybody knows there is a
tremendous question on health care
costs. This issue is one which has been
debated before. It is one that will con-
tinue to be controversial.

Under this amendment, which I be-
lieve has been worked out to the satis-
faction of everybody, it is not going to
be that noncontroversial. It is going to
be shnply amending section 1122 to
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provide for submission of the construc-
tion costs and capital expenditures of
hospitals to either the section 1122
agency or the State planning agency.

I believe that amendment has been
cleared, from what I have been told. If
not, we will have to go back to work a
little bit more, or we will just bring it
up and debate it later sometime.

Mr. DOLE. The Senator from
Kansas certainly has no objection. It
may have been cleared at the staff
level, but we do have to consult with
the distinguished Senator from Louisi-
ana. I do not see any problem at all
with the third amendment offered. If
it is satisfactory with the Senator, we
will set aside the three amendments
and take up another noncontroversial
amendment by the Senator from Mon-
tana.

UP AMENDMENT NO. 112

(Purpose: To make changes in the provi-
sions of section 1122 of the Social Security
Act relating to capital expenditures and
planning)
Mr. QUAYLE. Mr. President, I send

an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER (Mr.
WILsoN). The clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Indiana (Mr. QUAYLE)
proposes an unprinted amendment num-
bered 112.

Mr. QUAYLE. Mr. President. I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

The amendment is as follows:
At the end of title III add the following

new section:
sECTION 1122 AMENDMENTS

SEc. 308. (a) Section 1122(C) of the Social
Security Act is amended by striking out
'the Federal Hospital Insurance Trust
Fund" and Inserting the general fund in
the Treasury".

(b) Sections 1122(g) and 1861(z)(2) of such
Act are each amended by striking out
'$100,000" and inserting in lieu thereof In
each instance "$600,000'.

(c) Section 1122 of such Act Is amended by
adding at the end thereof the following:

"(J) A capital expenditure made by or on
behalf of a heaith care facility shall not be
subject to review pursuant to this section 11
75 percent of the patients who can reason-
ably be expected to use the service with re-
spect to which the capitai expenditure is
made will be Individuals inrolled in an eligi-
ble organization as defined in section
1876(b), and if the Secretary determines
that such capital expenditure Is for services
and facilities which are needed by such or-
ganization in order to operate efficiently
and economically and which are not other-
wise readily accessible to such organtza-
tion.".

(c) Section 1861(z)(2) of such Act is
amended by inserting "(AY after "(z)' and
by adding at the end thereof the following
new subparagraph:

'(B) provides that such plan is submitted
to the agency designated under section
1122(b), or if no such agency Is designated,
to the appropriate health planning agency
in the State (but this subparagraph shall
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not apply In the case of a facility exempt
from review under section 1122 by reason of
section 1122(j));".

(d) The amendments made by this section
shall apply only with respect to cost report-
ing periods beginning prior to October 1,
1986.

Mr. DOLE. Mr. President, I under-
stand this Is the amendment which
the Senator from Indiana has just ex-
plained.

Mr. QUAYLE. Yes, and I have a fur-
ther statement.

Mr. President, by the administra-
tion's own admission, there Is a little
more that needs to be done with
regard to their medicare prospective
payment legislation before it can
really begin to make a dent on the
rIsing cost of health care.

I believe that the proposed "pass
through" for capital expenditures
under the prospective payment pro-
posal will stimulate unnecessary capi-
tal expenditures and defeat the cost
containment objectives of the propos-
al. We must act carefully If we are to
discourage capital expansion that has
not demonstrated it is needed.

Medicare prospective payment offers
an alternative to our present cost-
based system, which has not provided
incentives to hospitals to be efficient.
Clearly, changes are needed in the way
we pay for health care. While moving
forward on a prospective payment
system for hospitals is a step in the
right direction, we should not take
that step without attempting to link
prospective payment systems with sys-
tems for restraining unnecessary capi-
tal expenditures.

As long as capital expenditures are
passed through, there Is the potential
for the pass-through becoming aflood.
Passing through capital costs will con-
tinue to Inflate hospital costs because
new capital expenditures wifi result in
increased supply, utilization and cost.
It Is known that for every dollar in-
vested in capital, it generates a 30-cent
increase per annum in operating costs.

Not only does the current proposal
allow for the unrestrained flow-thru
of capital costs, it in fact will stmu1ate
an already expensive component of
health care cost escalation by encour-
aging hospitals to make new capital
expenditures as quickly as possible.
The administration is quite clear in
stating that capital costs will eventual-
ly be included in prospective rates.
Combined with the current pass
through, it is an open invitation to
invest now and build up a base of
reixnburseable debt before limits are
placed on capital costs.

While I strongly support and recog-
nize legitimate needs for capital ex-
penditures, I also believe that a system
which passes through new costs with-
out checks and balances will pay for
unneeded capital growth in the future.
At a time in our Nation when funds
are scarce, and in an industry that is
volatile in its inflationary spiral, new
capital expenditures should not be
paid unless they have been carefully
reviewed by the State to determine
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the need for, and affordability of, the
proposed expenditures.

For this, reason, I intend to offer an
amendment to that portion of the
social security bill that addresses the
medicare prospective payment propos-
al.

My amendment will do several
things: It will require hospitals to
submit their 3-year capital expendi-
ture plan to either a designated State
planning or section 1122 agency.

My amendment will also raise the
threshold in the current 1122 legisla-
tion from $100,000 to $600,000—ex-
pected expenditures over $600,000 will
trigger the need for submission of the
capital expenditure plan. In addition,
section 1122C is amended to prevent
medicare funds from being used to pay
for any cost that the State may incur
from implementation of 1122, rather
the funds would be made available
from the general revenues.

It is my feeling that these steps will
insure that the States can continue to
monitor the capital expenditures
planned for their commun1tis, and it
Is hoped the States will not approve
those that are unnecessary.

Mr. President, I ask unanimous con-
sent that the amendment be tempo-
rarily set aside with the other two
Quayle amendments.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

tIP AMENDMENT NO. 113

(Purpose: To modify certain provisions re-
lating to the establlshrnent of the Com-
mission of independent experts)
Mr. BAUCUS. Mr. President, I send

an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Montana (Mr. BAucus)
proposes an uiprlnted amendment num-
bered 113.

Mr. BAUCUS. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
On page 137, line 1, strike out ", at least

every five years" and insert in lieu thereof
"from time to time, and at least every three
years".

On page 137, line 6, strike out "adjust-
ments to be made" and insert in lieu thereof
'the need for adjustments".

On page 142, lme 15, strIke out "Commis-
sion of independent experts," and insert in
lieu thereof 'Prospective Payment Assess-
ment Commission, composed of independent
experts".

On page 142. line 17, strike out "to
review" and insert in lieu thereof a comma
and "which Commission, in addition to car
rying out its functions under subsection
(d)(4)D), shall revieW".

On page 144, line 25, strike out 'and" the
first place it appears.

On page 145, line 1, strike out the period
and Insert in lieu thereof a comma and "and
individuals having expertise in the research

S 3617

and development of technological and scien-
tific advances in health care.".

On page 145, line 9, strike out "and".
On page 145, line 10, strIke out (iii)" and

insert in lieu thereof (iv)".
On page 145, between lines 9 and 10,

insert the following new matter
"(ill) national organizations representing

manufacturers of health care products; and
On page 148, line 15, strike out and".
On page 148, line 19, strike out the period

and Insert in lieu thereof a semicolon and
"and".

On page 148, between lInes 19 and 20,
insert the following new matter

"(ill) adopt procedures allowing any inter.
ested party to submit information with re-
spect to medical and surgical procedures
and services (including new practices, such
as the use of new technologies and treat-
ment modalities), which Information the
Commission shall consider in making re-
ports and recommendations to the Secre-
tary and the Congress.

Mr. BAUCUS. Mr. President, this is
a technical amendment in fact, not in
theory. It has been cleared all around.
It is a clean amendment.

Essentially, it establishes in the
medicare portions of the •bffl two
minor thanges in that portion of the
bill which deals with the prospective
payment assessment commission. In
the bill, that commission is established
to make sure that the DRG's and the
beneficiary payments are adequate,
neither excessive nor Insufficient..

These two amendments are simple.
One is to make sure that the DRG's
are reevaluated every 3 years instead
of every 5 years, and, second, to make
sure the commission can draw on
other groups in its membership.

That is what it is. It is clear. I thank
the chairman for letting me introduce
my amendment.

Mr. DOLE. Mr. President, I can state
in this case that the amendment has
been cleared. It is technical in nature.
I think it is an Improvement. I am pre-
pared to accept the amendment. There
is no objection on the other side.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (UP No. 113) was
agreed to.

Mr. DOLE. I move to reconsider the
vote by which the amendment was
agreed to.

Mr. BAUCUS. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

UP AMENDMENT NO. 114

(Purpose: To require appropriations with re-
spect to certain provisions of sections 143,
144. and 145)

Mr. HATFIELD. Mr. President, I
send an amendment to the desk on
behalf of Senator SnjmIs of Missis-
sippi and myself and ask for its imme-
diate consideration.

The PRESIDING OFFICER. With-
out objection, the Quayle amendment
is laid aside.

The amendment of the Senator from
Oregon will be stated.
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The assistant legislative clerk read

as follows:
The Senator from Oregon (Mr. HATFIELD)

for himself and Mr. STNxs, proposes an
unprinted amendment numbered 114.

Mr. HATFIELD. Mr. President. I ask
unanimous consent that further read-
ing be dispensed witft

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
On page 8, lme 5, before the period insert
to the extent provided in advance th ap-

propriation Acts".
On page 85, line 13. before the period

insert ", to the extent provided In advance
in appropriation Acts".

On page 85, lines 16 through 19, strike out
• There are hereby appropriated into such
Trust Funds such sums as may be necessary
to reimburse such Trust Funds for the
amount of currently unnegotiated benefit
checks.".

On page 87, lines 4 and 5, strike out of
the enactment of the Social Security
Amendments of 1983" and insert 'on which
funds theref or are appropriated'.

On page 87, line 9, strike out 'not other-
wise appropriaied" and insert ",, to the
extent provided In advance In appropriation
Acts".

Mr. HATFIELD. Mr. President, I
wish to call the attention of the distin-
guished chairman of the Committee
on Finance as well as other Members
of the Senate to three troublesome
provisions in the Finance Committee
bill. These sections are 143, 144. and
145.

Section 143 of the committee bill ap-
propriates "such sums as may be nec-
essary" into social security trust funds
to credit the amount of social security
checks drawn on the Treasury but
never negotiat'ed. The committee
report Indicates that this provIsion
would result in a one-time appropri-
ation of about $800 million. Under
present law, such uncashed checks
benefit the Treasury, not the trust
funds. Further, the bill gives the Sec-
retary of the Tieasury extremely
broad and vague authority to continue
to credit unnegotiated Treasury
checks to the trustfunds. The comnut-
tee report Indicates this would be done
regularly. -

Sections 144 and 145 provide lump
sum appropriations to credit the trust
funds with an amount equal to the an-
ticipated costs of military wage credits.
Reimbursement to the trust funds is
currently provided annually in the
general appropriation bill for the De-
partments of Labor, Health and
Human Services, Education, and Re-
lated Agencies. The committee provi-
sion does not change the formula for
calculating these credits, but rather
accelerates payment of anticipated
credits to the present, so that the
trust funds receive a one-time transfer
from general revenues estimated in
the committee report at $18.4 billion.

I ask the chairman of the committee
if he can inform us of the circum-
stances leading the committee to pro-
pose these extraordinary provisions.
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Mr. DOLE. Mr. President, I thank
the distinguished chairman of the
Committee on Appropriations.

The extraordinary circumstances are
simply the funding crisis facing the
social security syst.em. As the Senator
knows, in 1981, the Congress permit-
ted interfund borrowing to enable con-
tinued payments from the Federal old
age and survivors insurance fund until
Congress could work out a more dura-
ble solution to the OASI problem. The
interfund borrowing authority expired
in December 1982. We still face a seri-
ous funding shortfall, and the commit-
tee has endeavored to find funds for
the system to prevent default in the
near term. Sections 143 through 145 of
our proposal would infuse the trust
funds with a total of about $19.2 bil-
lion, within 30 days of enactment of
the bill.

The system of annual appropriations
for the military wage credits has
worked well in the past, and will con-
tinue to be the vehicle for adjustments
to these credits. However, the crisis
facing the system led the committee,
as well as the Bipartisan Social Secu-
rity Commission, to recommend a one-
time change in the existing system.

Regarding the crediting of uncashed
social security checks to the trust
funds, this has been a longstanding
anomaly in this system. Since the
checks are drawn from the trust
funds, it is only logical and proper
that the trust funds, not the general
fund of the Treasury benefit if the
checks are not negotiated.

Mr. HATFIELD. Mr. President, I
thank the chairman for his remarks. I
certainly support the chairman's ef-
forts to insure the solvency of the
social security system. While I person-
ally oppose the direct appropriations
in sections 143, 144, and 145, and be-
lieve that a budget amendment for
these funds should be submitted by
the President for action by the Appro-
priations Committees, I understand-
the importance of immediately assur-
ing our senior citizens that their bene-
fits are secure. Therefore, my amend•
ment does not touch section 145,
which will Infuse the system with
$13.2 billion within 30 days of enact-
ment of this bill. Sections 143 and 144,
however, a&I another $6.6 billion to
the trust funds, and there is no reason
why these funds eould not be provided
in the normal manner in my opinion. I
wonder if the Senator from Kansas
would respond to that observation.

Mr. DOLE. The Senator is correct.
With the almost immediate funds the
social security system will gain from
section 145, there will be no harm in
providing the funds made available by
sections 143 and 144 in the fiscal year
1983 supplemental appropriation bill.
Therefore, I have no objection to the
Senator's amendment.

The Finance Committee believes
that the Congress should adhere to
the conventional authorization/appro-
priation process whenever possible.
Reluctantly, however, the urgency and
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high priority of the social security
crisis led the committee to recommend
the departure from the normal proce-
dure embodied in these sections.

I might say as an aside that I cer-
tainly understand, as chairman of a
major committee, the importance of
playing by the rules. I can assure the
distinguished chairman of the Appro-
priations Committee that we do not
intend to depart from the normal pro-
cedure. It was done in this instance
only because of the urgency of the
matter. I urge the adoption of the
amendment.

Mr. HATFIELD. I thank the Sena-
tor.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (tJP No. 114) was
agreed to.

Mr. HATFIELD. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. DOLE. I move to lay that
motian on the table.

The motion to lay on the table was
agreed to.

Mr. HATFIELD. Mr. President, I
shall yield to the Senator from Missis-
sippi if he has some comments.

Mr. STENNIS, I thank the Senator.
First, Mr. President, I want to com-

mend highly the Senator from
Oregon, the chairman of our Commit-
tee on Appropriations, for the scrupu-
lous and diligent way in which he fol-
lows through these special duties that
he has to keep the bill clean of legisla-
tion and keep other bills in line, and
for maintaining that principle for the
Appropriations Committee.

I know this was all done in the
utmost good faith by the legislative
committee. Nevertheless, there Just
has to be a standard and we have to
have someone who will follow it up
and see that that standard is main-
tained. This might be just ordinary
moving along and not important 1o
some, but this goes to the very heart
oI the principles upon which we oper-
ate. I am very proud to see him, again
and again, maintain this balance of re-
quirements and get results.

I am delighted to support hun in all
this endeavor and in the arnendnients,
each one of them.

I thank the Senator.
Mr. HATFIELD. I thank the Sena-

tor from Mississippi.
Mr. President, the Senator from Mis-

sissippi is a valuable member of our
committee and has certainly been stal-
wart in maintaining the integrity of
the appropriations process. I have
always appreciated his willingness to
do battle at times when it is necessary.

I would also like to call the attention
of the chairman of the Finance Com-
mittee to section 339 of HR. 1900. as
passed by the House of Representa-
tives. This provLsion establishes a joint
study panel on the Social Security Ad-
ministration (SSA) to determine
whether SSA should become an inde-
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pendent agency. The panel Is estab-
lished under the direction of the Corn-
mittee on Finance and the Committee
on Ways and Means, and reports di-
rectly to the two chairmen.

While I do not want to take a posi-
tion on whether such a study is
needed, I do oppose the establishment
of such a panel. The funding arrange-
ment for the panel is most irregular.
Section 339(b)(5) of HR. 1900 appro-
priates 'such sums as the chairmen of
the Committee on Ways and Means of
the House of Representatives and the
Committee on Finance of the Senate
shall jointly certify to the Secretary of
the Treasury as necessary."

As the chairman knows, there are
long-standing procedures in both
Houses for expenditure of funds by
congressional committees. In the
Senate, these procedures include sub-
mission of an annual budget request
by committees to the Rules Commit-
tee, and eventual adoption of specific
funding levels for each committee by
the full Senate. These expenses are
then appropriated in an appropriation
bill for the legislative branch. I see no
reason to deviate from this procedure
to establish such a panel. If such a
study is essential, it can be funded
through the normal process.

The Committee on Finance has not
included a comparable provision in its
amendment, and I would like to ask
the chairman if he shares my deep res-
ervations about this section.

Mr. DOLE. I do share the Senator's
reservation, and as he pointed out the
committee did not include a compara-
ble provision in its bill. The Senate
has adopted an amendment by the
Senator from Pennsylvania (Mr.
HEINZ) which calls for such a study
but without the irregular funding ar-
rangements called for in H.R. 1900. I
certainly will work in the conference
to assure that the House provision Is
not adopted.

Mr. HATFIELD. Mr. President, I
want to thank the Senator for this col-
loquy because I think it is well to
make the record at this point so every-
one has a clear understanding of ex-
actly what we are doing and to take
the action before the fact so that if we
run into problems later, then at least
we will have done everything we can
to make the system work.

I congratulate the Senator from
Kansas for he has really undertaken a
monumental task, and I am sure that
it Is a no-win situation because any-
body and everybody can find some-
thing to pick at in this type of compre-
hensive package. Sure, I do not agree
with every section of it or every idea
expressed in it, but I am going to sup-
port the Senator from Kansas right
down the line as much as I can be-
cause I think he has brought to the
floor an important piece of legislation.
I did not raise these issues to harass
him or to create problems for an al-
ready overburdened person, but I do
want to thank him for responding to
these issues.
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Mr. DOLE. If the Senator will yield,

I certainly appreciated, as did the Sen-
ator from Mississippi, the Senator
from Oregon raising these questions.
They are real questions that should be
dealt with and it Is not the intent—as I
indicated in the statement—it is only
because of the extraordinary circum-
stances, but it should have been called
to our attention by the Senate Fi-
nance Committee. For that I apolo-
gize, but at least the Senator was alert
to it and we have made a record. We
do not intend to violate the comity be-
tween committees and we will contin-
ue to operate in that fashion.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER (Mr.
COCHRAN). The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. DOLE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection,, it is so ordered.

Mr. DOLE. Mr. President, it is my
understanding that we were going to
mGve on to the jobs bill, but I have
now learned that they are not quite
prepared to do that. There are a
number of amendments that we would
like to take up on the social security
package in the meantime. I know the
distinguished Senator from Michigan
has an amendment, the Senator from
Montana has two amendments, the
Senator from New Hampshire has an
amendment, the Senator from South
Dakota (Mr. Pissr) has an amend-
ment, the Senator from North Caroli-
na (Mr. HELMS) has an amendment,
the Senator from Kansas will have an
amendment later, Senator LONG has
two amendments.

I hope that would Just about take
care of most amendments. If there are
Members within earshot, we might be
able to squeeze In one more amend-
ment while we are working out the
final details on the jobs bill. It Is still
our hope that we could forge ahead
this evening. It Is stifi early. We would
like to go to conference tomorrow
afternoon on social security and bring
the package back tomorrow night and
finish up.. That is probably not going
to happen.

I suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The legislative clerk proceeded to

call the roll.
Mr. HELMS. Mr. President, I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

UP AMENDMENT NO. 115

(Purpose: To provide for the establishment
of individual retirement security accounts)
Mr. HELMS. Mr. . President, I have

an unprinted amendment at the desk
which I call up.

The PRESIDING OFFICER. With-
out objection, the amendment of the
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Senator from Indiana will continue to
be set aside.

The amendment of the Senator from
North Carolina will be stated.

The legislative clerk read as follows:
The Senator from North Carolina (Mr.

HELMs) proposes an unprinted anendment
nunbered 115.

Mr. HELMS. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
At the appropriate place in the bill, insert

the following new section:
SEC. . (a)(1) Subpart A of part IV of sub.

chapter A of chapter 1 of the Internal Reve-
nue Code of 1954 (relatIng to credits allow-
able agairst tax) Is amended by thsertlng
after section 44G the following new section:
'SEC. 14ft. CONTRIBUTIONS TO INDIVIDUAL RE.

1'IREMENT SECURITY ACCOUNT.

(a) GENERAL RULE.—In the case of an in-
dividual. there shall be allowed as a credit
against the tax Imposed by this chapter for
the taxable year an amount equal to 20 per.
cent of the amounts contributed by the tax-
payer to an individual retirement security
account of the taxpayer during the taxable
year.

"(b) LmumTIoN.—The amount of any con-
tributions taken into account under subsec-
tion (a) shall not exceed the amount of
taxes paid by the taxpayer to the Federal
Old Age and Survivors Insurance Trust
Fund under section 3101 for the taxable
year.

'(c) INDXvn3UAL RrIiEr SECURITY AC-
COUNT.—FQr purposes of this section, "the
term 'individual retirement security ac-
count' shall have the meaning given to such
term by section 130(c)(1).".

(2)(A) Subsection (b) of section 6401 of
such Code (relatIng to excessive credit is
treated as overpayments) Is amended—

(i) by striking out "and 43 (relating to
earned income credit)," and inserting in lieu
thereof 043 (relating to earned income
credit), and 44H (relating to contrtbutioxis
to individual retirement security account),",
and

(ii) by striking out "39 and 43" and thsert-
Ing in lieu thereof '39, 43, and 44K".

(B) Paragraph (2) of section 55(f) of such
Code (defining regular tax) is amended by
striking out "39 and 43' and Inserting In
lieu thereof '39, 43, and 44H".

(3) In prescribing the forms by which any
individual liable for any tax Imposed by sub-
title A of the Internal Revenue Code of 1954
shall make a return for taxable years begin-
ning after December 31, 1983, the Secretary
of the Treasury shall ensure that any such
individual who is eligible for a credit under
section 44H of such Code may claim the
credit allowable under such section on any
such form.

(4) The table of sections for subpart A of
part IV of subchapter A of chapter 1 of such
Code is amended by thserting before the
item relating to section 45 the following new
item:
°Sec. 44H. Contributions to individual re-

tirement security account.".
(5) The amendments made by this section

shall apply to taxable years beginning alter
December 31, 1983.

(b)( 1) Part III of subchapter B of chapter
I of the Internal Revenue Code of 1954 (re-
lating to items specifically excluded from
gross income) Is amended by redesignating
section 130 as section 131 and by Inserting
after section 129 the following new section:



S 3620
"SEC. 130. INCOME FROM INDIVIDUAL RETIREMENT

SECURITY ACCOUNT.

"(a) IN GNEML.—Gross income does not
include Income which—

"(1) accrues on amounts contributed to an
individual retirement security account, and

"(2)(A) remains In such account until the
taxpayer attains age 62, or

"(B) Is withdrawn from such account
before the taxpayer attains age 62 for the
purchase of life Insurance, health insurance,
or disability Insurance for the taxpayer.

"(b) Accouwr EXEMPT FRoM TAx.—Anyn-
dividual retirement security account Is
exempt from taxation under this subtitle.

"(c) DEFINrrION5.—For purposes of this
section—

"(1) INDIVIDUAL RErTREMgNT 5ECURITY AC-
couzr.—The term 'Individual retirement se-
curity account' means an account—

"(A) which Is established by the taxpayer
with a qualified fiduciary;

"(B) which by written agreement or appli-
cable law provides that—

"(i) amounts may be withdrawn therefrom
before the taxpayer attains age 62 only for
the purposes specified in subsection
(a)(2)(D), and

"(ii) the interest of the taxpayer in the
balance of his account Is not forfeitable: and

"(C) to which the taxpayer makes contri-
butions, In order to ensure the taxpayer an
adequate retirement income upon attaining
age 62.

"(2) Qualified fiduciary.—The term quali-
fied fiduciary' means a bank or other person
who demonstates to the satisfaction of the
Secretary that the manner in which he will
administer the account will be consistent
with the requirements of this section. An
account shall not be disqualified under this
paragraph merely because a person other
than the fiduciary so administering the ac-
count may be granted, in the instrument
creating the account, the power to control
the investment of the account funds either
by directing investments (including reinvest-
ments, disposals, and exchanges) or by dis-
approving proposed investments (including
reinvestments, disposals, and exchanges).",

(2) The amendments made by this section
shall apply to taxable years beginning after
December 31, 1983.

(c) Section 215 of the Social Security Act
is amended by adding at the end thereof the
following new subsection:

"(d)(1) For purposes of determining old-
age and survivors insurance benefits based
upon the wages and self-employment
income of an individual with respect to
whom contributions are made to an individ-
ual security retirement account, such pri-
mary insurance amount shall be reduced by
an amount that bears the same ratio to such
primary Insurance amount (as determined
without regard to this subsection) as the
IRSA offset amount determined with re-
spect to such individual bears to the present
value of the OASI annuity amount deter-
mined with respect to such individual.

"(2) For purposes of this subsection—
"(A) The term 'individual retirement secu-

rity account' shall have the meaning given
to such term in section 130(c)(1) of the In-
ternal Revenue Code of 1954.

"(B) The term 'IRSA offset amount'
means, with respect to an indivMual de-
scribed in paragraph (1), an amount equal
to the sum of amounts—

"(i) contributed by such Individual to the
individual retirement security account es-
tablished with respect to such individual,
and

"(II) taken into account for purposes of de-
terming a credit allowed to such individual
under section•44H of the Internal Revenue
Code of 1954,
(compounded, for the period beginning with
the date on which the return in which such
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credit was claimed was required to be filed
and ending with the date on which such in-
dividual retires, by the social security yield
rate determined with respect to such indi-
vidual);

"(C)(1) The term 'present value of OAST
benefit annuity amount' means an amount
that would. If invested at a rate of interest
equal to the rate of interest payable on
United States Treasury bills at the begin-
ning of the period of entitlement deter-
mmcd with respect to the wages and self-
employment income of an individual, pro-
duced by the end of such period of entitle-
ment, an amount equal to the amount of
benefits which would be payable under sec-
tion 202 on the basis of such wages and self-
employment income (but for the application
of paragraph (1)) for such period of entitle-
ment.

"(ii) In determining the amount of bene-
fits which would be payable for the period
of entitlement determined with respect to
the wages and self-employment Income of
an individual, the rate of the cost-of-living
increase under subsection (i) for the cost-of-
living computation quarter immediately pre-
ceding the beginning of such period of enti-
tlement shall be assumed to apply to each
base quarter in such period of entitlement.

"(D) The term 'period of entitlement'
means, with respect to the wages and self-
employment income of an individual de-
scribed in paragraph (1), the period begin-
ning with the date on which such individual
retires and ending with the date on which
such individual would attain the expecta-
tion of life (determined in accordance with
the official life table and in accordance with
the applicable provisions of this Act as in
effect on the first day of such period).

"(E) The term 'social security yield rate'
means. with respect to an individual de-
scribed in paragraph (1), the rate of yield
that, if earned on the OAST tax amount de-
termined with respect to such individual, for
the period beginning with the date on which
such taxes were paid and ending with the
date on which such individual retires, would
produce an amount equal to the present
value of the OASI benefit annuity amount
determined with respect to such individual.

"(F) The term 'OASI tax amount' means
with respect to an individual described in
paragraph (1), the amount of taxes paid to
the Federal Old-Age and Survivors Insur-
ance Trust Fund with respect to such indi-
vidual under sections 3101(a), 3111(a). and
1401(a) of the Internal Revenue Code of
1954 during the 80 highest quarters of cov-
erage for such individual.

"(0) The term 'cost-of-living computation
quarter' shall have the meaning given to
such term in subsection (i)(1)(B).

"(H) The term 'base quarter' shall have
the meaning given to such term in subsec-
tion (i)(1)(A).

"(I) The term 'quarter of coverage' shall
have the meaning given to such term in sub-
section 213(a)(2).

"(J) The term 'official life table' means
the life table for total persons in the United
States that Is prepared decennially by the
National Center for Health Statistics for
the 3-year period centering around the year
of the decennial population census.".

Mr. HELMS. Mr. President, at the
outset, let me pay my genuine respects
to the distinguished Senator from
Kansas, the chairman of the Finance
Committee, and the members of the
committee for the long and arduous
work they have done in connection
with this piece of legislation.

In particular, Senator DolE, while
carrying an enormous load in other
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legislative matters, has devoted an un-
believable amount of time to this bill,
which is about to be concluded to-
night..

Senator DOLE has said many times
that the bill now before the Senate is
not satisfactory to everybody. I hope I
may be able to make a suggestion that
will offer material improvement, par-
ticularly regarding the young people
just entering the work force but im-
portant for all citizens participating in
social security.

Mr. President, millions of Americans
have waited patiently for Congress to
come up with a plan to rescue social
security. They watched as a 15-
member, blue ribbon commission stud-
ied social security's funding problems
and then offered a solution that fell
pitifully short of its mark. While the
panel's plan might or might not have
bridged the $200 billion short-term
deficit, it provided little relief for
social security's whopping $2 trillion
long-range debt.

Then Americans looked on as Mem-
bers of Congress debated solutions to
the system's long-term funding crisis.
Members of the House recommended
we solve the problem by making work-
ing men and women stay in the work
force beyond the present retirement
age. Still others suggested we reduce
future benefits to our senior citizens
or enact standby tax increases in
excess of those contained in the bill
before us now.

Mr. President. these patchwork ef-
forts just will not work. Fundamental
problems with social security remain
unsolved. They cannot be patched. We
will be deceiving ourselves—and the
American people—if we do not face up
to the seriousness of the social secu-
rity crisis and offer something better
than the reform bill now before us.

Population growth patterns show
that fewer than two workers will be
supporting each retired person early
in the next century. Is there any
wonder so many Americans have so
little confidence in social security? A
recent Washington Post-ABC News
poll revealed that 68 percent of work-
ers under 45—and 70 percent of those
under 30—believe social security will
not even exist when they retire.

I, for one, believe Americans deserve
more than the present bankrupt re-
tirement system, which is subject to
the whims of politicians. That is pre-
cisely why I am offering this amend-
ment—to provide working men and
women a supplement to the present
system. It would establish a new kind
of private savings plan which I call an
individual retirement security account
(IRSA). Unlike social security, which
is not really a retirement insurance
and savings program at all, these new
accounts would allow each working
American to save and invest for his or
her own retirement security. For the
first time ever, there would actually be
a trust fund.
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Mr. President, I propose these ac-

counts be set up in banks, savings and
loans, and other lending institutions
approved under the Treasury regula-
tions. The capital pool created in the
private sector by these accounts would
provide an enormous stimulus to our
economy. These IRSA's would encour-
age savings and investment, create
jobs, help lower interest rates, and in
the process restore strength and vital-
ity to our economy.

Some Senators perhaps are thinking
that IRSA accounts sound quite a bit
like the present IRA accounts. Well,
they are very similar. There are some
important differences, however. In-
stead of the income tax deductions al-
lowed individuals who set up IRAs,
my amendment provides a tax credit
to encourage IRSA's. The tax credit
would equal 20 percent of the amount
an individual invests in an IRSA, sub-
ject to a limit of 20 percent of the mdi-
vidual's payroll tax liability for that
year.

There would be no limit on the
amount that could be deposited in
IRSA's. Interest, dividends, and capi
tal gains accumulated in the IRSA's
would be tax exempt, and annuities
and withdrawals from it upon retire-
ment anytime after age 62 would be
tax free. Funds held in an IRSA ac-
count could be used tax free by a
worker before age 62 to acquire life in-
surance, health insurance, or disability
insurance. The individual could par-
ticipate with his fiduciary in managing
the IRSA as a fully funded individual
retirement program.

Mr. President, I ask unanimous con-
sent that a table be printed in the
RECORD at this point.

There being no objection, the table
was ordered to be printed in the
RECORD, as follows:

ESTIMATED IRSA PARTICIPATiON AND INVESTMENT

[Dolbi WflOUfltS 0 bUions]

Year

Participation
Amount
invested

1984
1985
1986 ...

0.01
.03
.01

$0894
3.012
1.802

1981 .10

.13
12.050
16.9261988

1989

1990
.16

19

22.432
31.031

1991 .24 42.288
1992

1993
.30
38

51.000
11.900

Total 211.401

Mr. HELMS. Mr. President, the pre-
ceding table reflects the huge amounts
of money that will be invested in the
private sector at various rates of IRSA
participation.

For example, let us assume that 1
percent of social security participants
set up IRSA accounts in 1984; $894
million would be left in the economy
for the creation of jobs and so forth.

If you will look down the table, 10
percent participation in 1987 would
result in $12 billion left in the private
sector. Go all the way down to 1993
and the total amount of money with
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38 percent of the work force partici-
pating would be $271,401 million in-
vested in the private sector.

For thosewho do not have a calcula-
tor handy the total amount invested
over the next decade would be in
excess of $271 billion, which is one
whale of a lot of money.

Mr. President, sooner or later, a plan
such as the one I am proposing is
going to be made mandatory in this
country because as fewer and fewer
workers support more and more retir-
ees the system we now have will
simply fold under the financial strain.

My plan, however, is completely vol-
untary, and I simply want to offer
these IRSA's to the working men and
women of this country as a supple.-
ment to social security.

Let me emphasize they certainly are
not mandatory and more importantly
they do not take one penny away from
the paryoll taxes so vital to the pres-
ent beneficiaries.

Mr. DOLE. Mr. President, as I have
indicated earlier, and I cannot remem-
ber which day—we have been on this
bill sort of off and on—the distin-
guished Senator from North Carolina,
Senator HEus, was kind enough to
come before our committee and dis-
cuss what I consider to be a very inno-
vative idea and then he discussed it
later in the Chamber when he offered
his proposal, and now this is the so-
called IRSA part of his total package.
As the Senator pointed out earlier
about 11 of the 20 provisions in the•
Senator's bill have now become a part
of the package before the Senate. So
there is more than 50 percent of what
the Senator was trying to achieve in
the package. The ERISA concept
would provide some additional capital
for the private sector. There is some
question as to how many people will
contribute to an IRSA if it will reduce
their social security benefits.

As I understand the statement just
made by the Senator from North
Carolina it is intended to be supple-
mental.

Mr. HELMS. That is correct.
Mr. DOLE. Whether or not that

would have any reduction the Senator
from Kansas is not certain from a cur-
sory reading of the amendment.

The problem that concerns the Sen-
ator from Kansas is whether or not
there is any revenue impact, and we
have not had an opportunity with the
joint committee to make any revenue
estimates. Maybe the Senator from
North Carolina has some estimate.

Mr. HELMS. I do. If the Senator will
yield, I perhaps moved too rapidly in
putting too much in the RECORD, but it
depends on how you look at it.

I choose to look at it from the stand-
point of what this will generate in the
private sector of our economy.

To answer the Senator's question,
for fiscal 1984 it would cost $179 mil-
lion. That is assuming 1-percent par-
ticipation.

Mr. DOLE. That would be a credit,
as I understand, against taxes, so it
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would be a loss to general revenues, if
there is 1-percent participation. If par-
tcipation were higher, say, the loss
would be greater, but on the other
hand the benefits that might offset a
greater portion of that loss.

Mr. HELMS. Yes.
Mr. DOLE. Again, I do not know

how far the Senator from North Caro-
lina wishes to press the amendment. I
would hope that he would permit us to
continue to explore the possibility. It
makes a great deal of sense, and the
Senator from Idaho, I might add, has
somewhat similar provisions that he
has discussed and what we have done
in that case, which we can also do in
this case if it would satisfy the Sena-
tor from North Carolina, is to ask the
Treasury Department and the Social
Security Administration to take a look
at this new concept and, give us some
definitive response within 6 to 9
months to determine whether or not
this might be a good supplemental
program because, as pointed out by
the Senator before our committee and
again in the Chamber tonight, this
will provide opportunities not now
available to those who will be retiring
down the road.

I do not know whether the Senator
wishes to have a vote on the amend-
ment tonight or whether we can ac-
commodate him in some other way.

Mr. HELMS. I want to work with
the Senator from Kansas in any posi-
ble way.

Let me just say for the RECORD that
whereas our calculations are that it
will cost $179 million in 1984 with that
1-percent-assumed participation, the
total of $894 million left in the private
sector would, I think, more than offset
that in terms of generating jobs.

Mr. DOLE. Mr. President, if the Sen-
ator will yield, I think the strength of
the idea is that it would cause people
to take more of an. interest in their
own retirement.

Mr. HELMS. The Senator is correct.
Mr. DOLE. I assume that more re-

sponsibility and more concern are
probably the underlying bases for the
amendment.

Again, I am not prepared to accept
the amendment. I am certainly willing
to work with the distinguished Sena-
tor from North Carolina. It is a good
idea. If we could have some time I am
willing to request the Treasury and
any other appropriate agency to take
a look at title I of the Senator's
amendment and to give us some re-
sponse as far as costs, what they think
what percent of people might use it,
what the impact might be on retire-
ment, might be on individuals, and
how it mixes with the private pension
plans as well as the social security pro-
gram and any other thing that the
Senator thinks we might want to in-
clude in that request, and we are cer-
tainly most willing to do that.

Mr. HELMS. I think that is a good
idea and I express my appreciation to
the Senator from Kansas.
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Let me make this suggestion: that

his staff, and mine, and perhaps the
staff of Senator Svis, because he Is
also interested in it, consider the pro-
duction of a package of a number of
things and submit them to the Sena
tor. Then he can proceed with the
Treasury Department. We can elimi-
nate what is not workable, and pick it
up from there. With that understand-
ing, I would see no point in having a
rollcalL I would rather work with the
Senator because I know of his interest
in trying to free this incentive for a
private retirement system.

Mr. DOLE. I might say to the Sena-
tor there Is a great deal of interest in
our committee and pretty widespread
in the Senate on both sides of the aisle
in trying to beef up the IRA program,
and this Is another aspect you might
consider. Our problem is where we
find the revenue to offset the loss if
we do that. But the Senator from
Kansas Is willing to do whatever he
can because it Is a good idea and it
should be explored.

Mr. HELMS. All right.
Mr. DOLE. And it will be explored.
Mr. HELMS. Mr. President, I thank

the Senator from Kansas. He is always
thoughtful and always helpful, and I
think we might be onto something, as
the saying goes. Let us work in that di-
rection.

With that in mind and with that un-
derstanding, I withdraw the amend-
ment.

The PRESIDING OFFICER. The
amendment Is withdrawn.

Mr. DOLE. I thank the Senator
from North Caroilna.

UP AMENDMENT NO. 116

(Purpose: To Index the base amount for the
taxation of social security benefits)

Mr. HUMPHREY. Mr. President, I
send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. With-
out objection, the amendment offered
by the Senator from Indiana Is tempo-
rarily set aside. The clerk will report.

The bill clerk read as follows:
The Senator from New Hampshire (Mr.

HUMPHREY) proposes an unprinted amend-
ment numbered 116.

Mr. HUMPHREY. I ask unanimous
consent that further reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

The amendment Is as follows:
On page 59, stilke out lines 4 through 14,

and insert In lieu thereof the following:
'(c) BASE AM0uN'T.—For purposes of this

section—
'( 1) IN GENERAL.—The term 'base amount'

means—
"(A) except as otherwise provided In this

paragraph. $25,000,
"(B) $32,000, In the case of a joint return,

and
"(C) zero, in the case of a taxpayer who—
"(i) is married at the close of the taxable

year (within the meaning of section 143) but
does not file a joint return for such year,
and

"(ii) does not live apart from his spouse at
all times during the taxable year.
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"(2) INDEXING ADJUSTMENT.—
'(A) IN GENERAL—The base amount which

applies for any calendar year beginning
after December 31. 1984, shall be the
amount determined under paragraph (1),
adjusted by the appropriate Index factor for
such year.

'(B) INDEX FAcTOR.—For purposes of sub-
paragraph (A), the Index adjustment factor
for any calendar year shall be equal to the
wage adjustment for such year.

"(C) WAGE ADJtJ5TMENT DEFINED.—For pur-
poses of this paragraph, the 'wage adjustS
ment' for any calendar year Is the percent-
age (if any) by which--

"(i) the average of the total wages for the
preceding calendar year, exceeds

"(ii) such average for 1983.
"(D) DETERMINATION OF AVERAGE OF TOTAL

wAGE5.—For purposes of subparagraph (C),
the average of the total wages for any calen-
dar year shall be the average determIned—

"(i) for the 12-month period ending on
September 30 of such calendar year, and

'(II) in the same manner as such average
is determined for purposes of section
215(b)(3)(A)(ii) of the Social Security Act.".

Mr. HUMPHREY. Mr. President, as
my colleagues know, the social secu-
rity bill before the Senate contains a
provision taxing social security bene-
fits. The Finance Committee has con-
structed a system of thresholds above
which beneficiaries will find their
social security benefits, half of the
benefits, subject to taxation. Those
thresholds chosen by the Finance
Committee are $25,000 for a single
taxpayer or $32,000 on a joint return.

Completely divorced from the issue
of the equity of taxing social security
benefits Is the matter of the thresh-
olds themselves. ThIs Senator has seri-
ous doubts at these relatively low
leveLs of $25,000 to $32,000 that they
represent an equitable threshold but
even apart from that contention, Mr.
President, I know a good number of
my colleagues share the concern that
because these thresholds are not in-
dexed to inflation, in the language of
the bill, that over a period of years, as
inflation occurs, as undoubtedly it will,
although we hope very much it will be
at negligible levels, social security re-
cipients and more and more recipients
will be boosted above the thresholds
and find their social security benefits
subject to this taxation.

Mr. President, I have constructed a
table which I have distributed to my
colleagues showing the effect of infla-
tion on the thresholds. This table
makes a very modest assumption that
inflation will average 4 percent per
year over the next 10 years. I think we
will count ourselves lucky if inflation
remains that low over that span of
time. But just basing it on the coserv-
ative projection of inflation at 4 per-
cent per year, the $25,000 threshold
for single taxpayers Is reduced to
$16,892 over a 10-year period. That is
expressed in 1984 dollars. So it will go
from $25,000 to $16,892 expressed in
1984 dollars, and the $32,000 joint
income go—joint return threshold will
be reduced in value—to $21,622 in 1984
do1lars.

This Is a very substantial erosion ob-
viously of the value of the threshold,
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and the upshot will be, of course, that
many, many more social security
beneficiaries will find their benefits
taxed than anticipated by the Finance
Committee.

We see the social security equivalent
of bracket creep at work in the chart
which I have constructed.

I know the Finance Committee will
object to the amendment on the
grounds that it would cost the Treas-
ury some billions of dollars, I believe
the figure the committee cites is about
$4 billion if the Senate adopts the
Humphrey amendment to index these
thresholds.

I suggest to my colleagues that
whether the figure of lost revenue is
$4 billion or some other figure, higher
or lower, those are ill-gotten dollars
because they will be gained through.
you might say, bracket creep in the
social security system.

There are many who consider the
taxation that occurs through raising
of taxes, that occurs through bracket
creep, to be a dishonest form of raising
taxes and many say if Congress wants
to raise greater tax revenues, it ought
to have the courage to increase tax
rates or tax increases directly and not
permit bracket creep to work secretly,
silently, and viciously. That Is a great
argument and that Is why the Con-
gress adopted indexation of the tax
rates, IRS tax rates, for 1985, and that
is why the President, including many
others, Including the chairman of the
Finance Committee, I believe, are com-
mitted absolutely to retaining tax in-
dexation as part of the President's tax
package.

I wholeheartedly support them in
that, and it Is only fair to agree if we
want to raise taxes we ought to have
the courage to do it up front and in a
straightforward fashion.

Likewise we should not seek to raise
taxes through taxation of the social
security benefits through the means
of bracket creep and that is precisely
what will occur if the Senate does not
by some means or other index the tax
on social security benefits. That is
what the Senator from New Hamp-
shire wants to do is to index the
amounts so they will retain the value
assigned to them by the Finance Com-
mittee in 1983.

Without indexation, as I have point-
ed out, the va1ue of this threshold will
steadily decline and more and more
taxpayers of modest means, not wel1-
to-do by any stretch of the imagina-
tion, but more and more taxpayers of
modest means, will find their social se-
curity benefits subject to taxation.

Mr. President, I be1ieve the amend-
ment speaks for itself. It is simp1e, it is
clear, it is a matter of fairness and
equity, and a matter of doing things
up front and straightforward1y, and I
would urge my colleagues to adopt the
amendment, and I will ask for the yeas
and nays at this point, Mr. President.
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The PRESIDING OFFICER. Is

there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
Mr. HUMPHREY. I will relinquish

the floor at this point, Mr. President.
The PRESIDING OFFICER. The

Senator from Kansas.
Mr. DOLE. Mr. President, I want to

thank the Senator from New Hamp-
shire for bringing up this amendment.
I just hope it does not pass. I know
precisely what the amendment does. It
is something we considered in the
Commission, but as with all these
other great ideas floating around, they
cost a great deal of money. This one
costs about $6 billion between now and
1989 and I understand about $4.2 bil-
lion every year thereafter.

Mr. HUMPHREY. Will the Senator
from Kansas yield for a question at
that point?

Mr. DOLE. Yes.
Mr. HUMPHREY. Let me back up.

Is it not correct that the Senator from
Kansas, along with the President, sup.
ports retaining indexation of the IRS
tax brackets?

Mr. DOLE. Yes; I view that a little
differently. Yes; I strongly support in-
dexing.

Mr. HUMPHREY. Yes; I am glad to
hear that and I find my understanding
reconfirmed.

Does not the Senator from Kansas
agree that any—the Senator from
Kansas contends this amendment will
result in a loss of revenue but is that
revenue to be lost, is that not ifi-
gotten revenue in that it results from
bracket creep with respect to these
thresholds?

Mr. DOLE. You mean we lose reve-
nue?

Mr. HUMPHREY. Yes; the commit-
tee contends in its opposition to this
amendment that we will lose some bil-
lions of dollars in revenue and I do not
count that is so, that revenue lost is
ill-gotten revenue because it is derived
from the bracket creep.

Mr. DOLE. Let me say to the Sena-
tor from New Hampshire so far as in-
dexing the Tax Code the Senator from
Kansas and the Senator from Colora-
do and the Senator from New Hamp-
shire, and I hope the majority of the
Senate, will do all we can to retain in-
dexing starting in 1985. But again I do
not see that as parallel to this.

Second, if, in fact we find that infla-
tion is based on the Senator's "Dear
Colleague" letter, and I do not quarrel
with that, if it moves that quickly, we
can adjust the threshold for inflation,
and we can do it without risk to the
trust funds.

Again, it is a matter we discussed. It
is not a matter we did not think of in
the Commission. In fact, as I recall,
maybe the Senator from Kansas
raised it in the Commission hearings,
and other Senators did also. So when
we got all finished up and added up
how much revenue we were going to
have between now and 1999 and how
much we were going to need, we did
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not have any more room. And whether
It is $8 bfflion in the next 5 years and
then $4.2 billion a year, I think it is a
matter of some concern.

That does not suggest If we have
more money in the trust fund we
could not index the thresholds. Very
honestly, there are some, this Senator
not included, who believe there should
not be any thresholds, that you should
tax the benefits period. That is not
the view of the Senator from Kansas.

So again I am sympathetic with the
amendment. But if we index the
threshold we wifi have to make payroll
taxes or cut benefits to make up the
difference. So I think we have a
choice. If we want to index the thresh-
old, which is probably maybe a good
idea down the road, but I do not be-
lieve it is a good idea now, then we
have to be prepared.

I hope the Senator would be willing
to offer another amendment which
would either raise taxes or cut benefits
to pay for it, because we really are in a
tight bind.

I do not quarrel with the Senator
from New Hampshire. I think it is a
great idea—do not misunderstand me—
but we are just not prepared to do
anything about it because we are out
of money.

Mr. HUMPHREY. I! the Senator
would yield, of course he is aware, in
the event the trust fund falls below a
certain floor, that a mechanism comes
into play that wifi reduce COLA's cost-
of-living allowances, for beneficiaries
while holding safe lower income, that
is social security benefits with a lower
range of values. So it is not absolutely
correct to say that passage of this
amendment is going to result in some
kind of crisis because that COLA
mechanism will come into play.

Mr. DOLE. I say to the Senator, he
is correct. But I would also say when
we adopted these fail-safe provisions,
we were under the Impression in our
committee there would not be index-
ing of the threshold. Had we provided
indexing of the threshold, we might
have provided another fall-safe mecha-
nism. The fact that we index the rate
structure does not mean that we index
every fixed dollar amount in the Tax
Code.

I know the Senator wants a vote on
this amendment. I hope we can per-
suade him not to have a vote. He is
certainly entitled to a vote. It is an
idea that deserves consideration and I
appreciate the Senator offering it. I
only wish we could accept it.

Mr. HUMPHREY. Mr. President, to
conclude, briefly, let me state that I
am perfectly willing to stack the vote
or to handle it in whatever way it is
convenient to my colleagues.

I find myself, unfortunately, in dis-
agreement with the Senator from
Kansas. Any revenue loss attributed to
this amendment would be revenue dis-
honestly gained in the view of this
Senator because it will result from
bracket creep. It will result from more
and more taxpayers of modest income
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finding their social security benefits
taxed.

• As I pointed out, my table shows
that with a 4-percent rate of inflation,
which is modest, the $25,000 threshold
would fall in value to $18,892 over 10
years, expressed in 1984 dollars; the
$32,000 threshold will fall to $21,622.
So more people will find their benefits
taxed. Tax revenues will rise, of
course, because of that, but those will
be ifi-gotten gains and not straightfor-
wardly secured type of revenues. So it
is a simple matter of equity, especially
in light of the taxation of IRS tax
brackets which should apply the same
mechanism to these thresholds.

Mr. President, If the leadership
wishes, I would be happy to stack the
vote.

Mr. BAKER. Mr. President, if the
Senator would yield to me, I think we
are ready to vote. I belleve that after
this vote we will indeed be ready to go
to the jobs conference report.

So If the Senator from New Hamp-
shire wishes to vote, I have no objec-
tion to doing it at this time. I appreci-
ate his offer, however.

The PRESIDING OFFICER. Is
there further debate on the amend-
ment?

If not, the question is on agreeing to
the aniendment of the Senator from
New Hampshire (Mr. HuMpmy). The
yeas and nays have been ordered,. and
the clerk will call the roll.

The bffl clerk called the roll.
Mr. STEVENS. I announce that the

Senator from Alabama (Mr. DENTON),
the Senator from Arizona (Mr. Gou-
WATER), and the Senator from Illinois
(Mr. Pc) are necessarily absent.

I further announce that, If present
and voting, the Senator from Alabama
(Mr. DroN) would vote "nay."

Mr. BYRD. I announce that the
Senator from CalIfornia (Mr. ClN-
STON) is necessarily absent.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber wishing to vote?

The result was announced—yeas 22.
nays 74, as follows:

(Roilcail Vote No.43 Leg.]
YEAS—22

Armstrong Hatch Roth

•
Boschwitz

Hawkins Rudman
Heflin Symxns

Bradley
D'Ainato

Helms Trible

DeConcini
Humphrey Wilson.

East
Mattingly
McClure

NAYS—74
Andrews Dole Jackson

Baucus
Domenici Jepsen

Bentsen
Durenberger Johnston

Bingaman
Eagleton Kassebaum

Boren
Exon Kasten
Ford Kennedy

Burdick
Glenn Lautenberg

Laxalt

Chafee
Grassley Leahy

Chiles
Hart
Hatfield

Levin
Long

Cochran Hecbt Lugar

Danlorth
Heinz Mathias

Dixon
Hollings Matsunaga
Hudcfleston Melcher
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Mitchell Quayle Stevens
Moynihan Randolph Thurinond
Murkowskl Riegle Tower
Nunn Sarbanes Tsongas
Packwood Sasser Wallop
PeU Simpson Warner
Pressier Specter Weicker
Proxmire
Pryor

Stafford
Stennls

Zorlnsky

Cranston Ooidwater
Denton Percy

So Mr. HUMPHREY's amendment (UP
Nb. 116) Was rejected.

Mr. DOLE. Mr. President, I move to
reconsider the vote.

Mr. MOYNIHAN. I move to 1y that
motion on the table.

The motion to lay on the table was
agreed to.

VP AMZNDMENS NOS. 110 AND 212

The PRESIDING OFFICER. The
Senator from Indiana.

Mr. QUAYLE. Mr. President, under
a unanimous-consent agreement, there
are three Quayle amendments that
have been temporarily laid aside pend-
ing the return of the Senator from
Louisiana to try to get his agreement.
He has returned. We have an agree-
ment on two of the three amend-
ments. I ask unanimous consent that
the first and third Quayle amend-
ments, one dealing with IRA and one
dealing with section 1122. be consid-
ered en bloc.

The PRESIDING OFFICER (Mr.
JEPSEN). Is there objection?

Mr. DOLE. Mr. President, as I Un-
iderstand, that Is the IRA amendment
and the medicare amendment.

Mr. QUAYLE. The Senator is cor-
rect.

The PRSIDINO OFFICER. Is
there objection?

Without objection it Is so ordered.
Mr. QUAYLE. I move adoption of

the amendments en bloc.
The PRESIDING OFFICER. The

question Is on agreeing to the amend-
ments en bloc.

The amendments (UP No. 110 and
UP No. 112) were agreed to en bloc.

Mr. QUAYLE. I move to reconsider
the vote by Which the amendments
were agreed to en bloc.

Mr. BAKER. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. BAKER. Mr. President, I yield
to the distinguished Senator from
Kansas.

Mr. DOLE. Mr. President, there
have been some questions by Senators
on the. two amendments adopted.
They were discussed earlier. They
were laid aside temporarily so they
could be checked with the distin-
guished Senator from Louisiana. He
had the conversation with the distin-
guished Senator from Indiana and two
of the three were cleared. There Is still
one pending.

Mr. President, I ask unanimous con-
sent to have the following materials
printed tn the RECORD: A list of mem-
bers of the National Commission on
Social Security Reform and a brief
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statement of their past accomp1sh-
ments, a brief summary of the activi-
ties of the Commission, a supplemen•
tary statement on the long-range fi-
nancing of the social security program
which was made jointly by eight other
members of the Commission and this
Senator, the supplemental views of
this Senator and Congressman CONA-
BLE, and a list of the staff members of
the Commission.

There being no objection, the mate•
rial was ordered to be printed in the
RECORD, 8S follows:

APPOINTED BY THE PRESIDEWr

Alan Greenspan, Chairman—Chairman
and President, Townsend-Greenspan and
Company. New York, NY. Dr. Greenspan Is
a dlsLlnguished economist and a former
Chairman of the Council of Economic Ad-
visers (under President Ford).

Robert A. Beck—Chalrnian of the Board
and Chief Executive Officer, Prudential In-
surance Company of America, Newark, NJ.
(the largest insurance company In the COUfr
try). Mr. Beck has played an important role
In developing the position on the Social Se-
curity program of the BusIness Roundtable
and other important business groups.

Mary Falvey Fuller—Management Consul-
tant, San Francisco, CA. (Ms. Fuller was a
member of the 1979 AdvIsory Council on
Social Security).

Alexander B. Trowbrldge—President, Na-
tional Association of Manufacturers, Wash-
ington. DC. Mr. Trowbrlclge was Secretary
of Commerce under President Johnson.

Joe D. Waggonner, Jr.—Consultant, Bos-
sier Bank and Trust Company, Bossier City,
LA. Mr. Waggonner was a Member of Con-
gress from Louisiana in the 87th to 95th
Congresses and was active in Social Security
legislation, as a member of the Committee
on Ways and Means.
APPOINTED BY THE MAJORITY LEADER OF THE

SENATE. IN CONSULTATION WITH MtN0RITY
LEADER

William Armstrong—Senator from Colora-
do and Chairman of the Subcommittee on
Social Security, Committee on Finance.

Robert Dole—Senator from Kansas and
Chairman of the Committee on Finance.

John Heinz—Senator from Pennsylvania
and Chairman of the Special Committee on
Aging and a member of the Committee on
Finance.

Lane Kirkland—President, American Fed-
eration of LaborCongress of Industrial Or-
ganzations. Mr. Kirkland has, for many
years played an active role in the develop-
ment of Labor's position on Social Security.

Daniel Patrick Moynihan—Senator from
New York and Ranking Minority Member of
the Subcommittee on Social Security. Com-
mittee on Finance.
APPOINTED BY THE SPEAKER OF THE ROU5E OF

RE R5ENTATI YEs, IN COiSULTATION WITH
THE MINORITY LEADER

William Archer—Representative from
Texas and Ranking Minority Member of the
Subcommittee on Social Security, Commit-
tee on Ways and Means.

Robert M. Ball—Visiting Scholar, Center
for the Study of Social Policy, Washington,
DC. Mr. Bail was Commissioner of Social
Security In 1962-73 and held various posi-
tions with the Social Security Administra-
tion during the precedIng 25 years.

Barber Conable—Representative from
New York and Ranking Minority Member of
the Committee on Ways and Means.

Martha E. Keys—Director of Educational
Programs. The Association of Former Mem-
bers of Congress, WashIngto D.C. Ms.
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Keys was a Member of Congress from
Kansas, in the 94th and 95th Congresses
and, as a Member of the Committee on
Ways and Means, was active in Social Secu-
rity legislation. Assistant Secretary of
Health and Human Services, 1980-81.

Claude D. Pepper—Representative from
Florida and currently Chairman of the
Committee on Rules. Previously, he was
Chairman of the House Select Committee
on Aging and formerly was a Senator from
Florida. —

SUMMARY o' Ac'rivn'IEs ofr' ComIssIoN
On December 16, 1981, President Reagan

promulgated Executive Order 123a5, which
established the National Commission on
Social Security Reform. The National Com-
mission was created as a result of the con-
tinuing deterioration of the financial posi-
tion of the Old-Age and Survivors Insurance
Trust Fund, the inability of the President
and the Congress to agree to a so'ution, and
the concern about eroding public confidence
in the Social Security system.

The Executive Order provided that the
National Commission should:

review relevant analyses of the cur-
rent and long.term financial condition of
the Social Security trust funds; identify
problems that may threaten the long-term
solvency of such funds; analyze potential so-
lutions to such problems that will both
assure the financial integrity of the Social
Security System and the provision of appro-
priate benefits; and provide appropriate rec-
ommendations to the Secretary of Health
and Human Services, the President, and the
Congress."

In carrying out its mandate, the National
Commission met ten times, on approximate-
ly a monthly basis. Because of the brevity of
the time in which to complete its work, the
National Commission held no public hear-
ings. However, it reviewed the results of the
many hearings, studies, and reports of other
public bodies, including Congress, the 1979
Advisory Council on Social Security, and
the 1981 National Cothmlssion on Social Se-
curity. The National Commission on Social
Security Reform sought the advice of a
number of experts and thoroughly exam-
ined a wide variety of alternative ap-
proaches.

The Commission agreed that there was a
financing problem for the Old-Age, Survi.
vors, and Disability Insurance program for
both the short run. 1983-89 (as measured
using pessimistic economic assumptions)
and the long range, 1983-2056 (as measured
by an intermediate cost estimate) and that
action should be taken to strengthen the fi-
nancial status of the program. The Commis-
sion rcogn1zed that, under the intermedi-
ate cost estimate, the financial status of the
OASDI program in the 1990's and early
2000's wifi be favorable (i.e., income will sig-
nificantly exceed outgo). The Commission
also recognized that, under the intermediate
cost estimate, the financial status of the
Hospital Insurance program becomes - in-
creasingly unfavorable from 1990 until the
end of the period for which the estimates
are made.

The Commission studied a large number
of options that would solve the financing
problems of the Social Security program,
both short-range and long-range. These are
summarized in some 55 pages of its report.

The Commission was able to reach a con-
census for meeting the short-range and
long-range financial requirements, by a vote
of 12 to 3.

The members of the Commission voting in
favor of the "consensus" package agreed to
a single set of proposals to meet the short-
range deficit. They further agreed that the

NOT VOTING—4
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long-range deficit should be reduced to ap-
proximately zero. The single set of recom-
mendations would meet about two-thirds of
the long-range financial requirements.
Seven of the 12 members agreed that the re-
maining one third of the long-range finan-
cial requirements should be met by a de-
ferred. gradual increase in the normal re-
tirement age, while the other 5 members
agreed to an increase in the contribution
rates in 2010 of slightly less than 'fz percent
of covered earnings on the employer and
the same amount on the employee, with the
employee's share of the increase to be offset
by a refundable income-tax credit.

A more complete description and rationale
for the solution of the long-range financing
problem supported by the Senator from
Kansas is presented in the next section. The
second following section gives an overall
statement of the achievements of the Com-
mission, as developed jointly by Congress-
man Conable, a member of the Commission
and the Senator from Kansas.

- STATEMENT ON MEETING THE LONG-RANGE FI-
NANcING REQUIREMENTS BY CormIssIorRs
ARCHER, BECK, CONABLE, DOLE, FULLER,
GREEN5PAW, HEINZ, TROWBRIDGE'

The recommendations made in the °con-
sensus" package fall to meet the long-range
goal of providing additional financing equiv-
alent ot 1.8 percent of taxable payroll. The
shortfall Is an estimated .58 percent of tax-
able payroll. We believe that this should be
derived by a delayed, slowly phased-in in-
crease in the "normal" retirement age (the
age at which unreduced retirement benefits
are available to insured workers, spouses,
and wlsdow(er)s—which Is age 65 under
present law).

The major reasons for this proposal are:
(1) Americans are living longer.
(2) Older workers will be in a greater

demand in future years.
(3) The disability benefits program can be

Improved to provide cash benefits and Medi-
care to those between age 62 and the higher
normal retirement age who, for reasons of
health, are unable to continue working.

(4) Because the ratio of workers to
beneficiaries Is projected to delicne after
the turn of the century, younger genera-
tions are expected to pay significantly in-
creased taxes to support the system in the
21st century. An increase in the normal re-
tirement age will lessen the increase.

(5) Given sufficient notice, coming genera-
tions of beneficiaries can adjust to a later
retirement age just as earlier generations
adjusted to age 65.

Although we believe that greater action in
this direction may be desirable, we are sug-
gesting only enough change to produce ap-
proximately the needed .58 percent of tax-
able payroll. The recommended change
would apply only to the normal retirement
age. Early-retirement benefits would contin-
ue to be available beginning at age 62 for in-
sured workers and spouses and at age 60 for
widows and widowers, but the actuarial re-
duction factors would be larger. The mini-
mum age for eligibility for Medicare bene-
fits would continue to be the "normal" re-
tirement age for OASDI benefits. Disability
benefits are now available under somewhat
less stringent definitions for those aged 60-
64. However, because some workers, particu-
larly those in physically demanding employ-
ment, may not benefit from Improvements
in mortality and be able to work longer, we
assume that the disability benefits program
will be Improved prior to the Implementa-
tion of this recommendation to take into ac-

'Source: Report of the National Commission on
Social Securiuty Reform, January 1983.
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count the special problems of those between
age 62 and the normal retirement age who
are unable to extend their workmg careers
for health reasons.

Under our proposal, the normal retire-
ment age would be gradually increased—one
month each year—to age 66 in 2015, begin-
nIng the phase-in with those who attain age
62 in 2000. BegInning with those who attain
age 62 in 2012, the normal retirement age
would be automatically adjusted (On a
phased-in basis) so that the ratio of the re-
tirement-life expectancy to the potential
working-lifetime (from age 20. to the
"normal" retirement age) remains the same
over the years as it was in 1990. The esti-
mated long-range savings of this proposal is
0.65 percent of taxable payroll.

ADDITIONAL VIEWS OF SENATOR ROBERT J.
Dozy CoNGREssr,w BARBER B. CONA-
BLE, JR.
When the National Commission of Social

Security Reform was created on December
16, 1981, few people had real confidence in
what the conunission could accomplish. And
little wonder. For the better part of a year,
social security had been embroiled in politi-
cal controversy. The system moved closer to
Insolvency as proposals for financial reform
were subjected to partisan political attack.
The 15 selected as commission members,
moreover, embodied widely divergent views.
At least to outsiders, these members prob-
ably seemed incapable of reaching any true
bi-partisan consensus.

In the last several days, the commission
accomplished what some said was Impossi-
ble. With the cooperation and approval of
President Reagan and House Speaker
O'Neill, the commission forged a consensus
reform package with broad bipartisan sup-
port. As detailed earlier in this report, the
package is designed to close the short-term
deficit identified by the commission, and go
a long way toward closing the long-range
deficit. It requires concessions from all of
the parties who have a stake in social secu-
rity—current and future beneficiaries, tax-
payers, and government employees who do
not now contribute to the system. While no
one member j happy with every specific
recommendation, the important fact is that
a consensus was reached on how to save the
system. The bipartisan reform package,
which we plan to introduce into the Senate
with Senators Heinz, Moynthan, and others,
and into the House, merits speedy Congres-
sional action.

Agreeing on the essential provisions of a
social security solution was by no means the
only accomplishment of the commission. It
should be noted that the commission
reached unanimous agreement on the size
of the short- and long-term deficits in the
social security cash benefit programs (old-
age and survivors Insurance and disability
Insurance). That is, in concrete dollar terms,
the commission quantified the seriousness
and the urgency of the financing problem.
In our judgment, $150-$200 billion is the
amount required to keep the system (ex-
cluding medicare) solvent through 1990.
Over the very long term, the next 75 years,
the needs of the system amount to about
$25 billion a year (in 1983 dollar terms) over
and above currently scheduled tax income.
Only a year ago, partisan lines were cli awn
between those who did and did not believe
there was any financing problem at all
before the year 2000.

In addition, the Natjonal Commission pro-
vided a valuable forum for the diverse views
on social security. With the able leadership
of Chairman Alan Oreenspan and with the
expert assistance of Executive Director
Robert Myers, members of both political
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parties were able to work together in study-
ing the social security financing problem
and options for financial reform. The inter-
ests of the elderly, organized labor and busi-
ness, and the general taxpayer were ail well
represented. In recent weeks, we engaged in
intensive negotiations which were, to a large
extent, absent of the political partisanship
that so seriously damaged efforts for re-
sponsible reform in 1981.

Finally, we believe the commission's rec-
ommendations are significant in that they
narrowed the range of realistic options for
clong the deficits. Realistic options were
not judged to include, nor was there any
support for, proposals to reduce or eliminate
benefits for people now on the rolls. Op.
tions under consideration involved restrain-
ing the growth of benefits in future years
and providing additional financing through
some form of revenue increase. Current and
future beneficiaries should be reassured by
the unanimously held view that social secu-
rity is an Important and vital program that
must be preserved.

With these accompllshñients under our
belts, we in Congress are in a strong position
to hammer out the details of legislation in
the early months of the 98th Congress. The
expiration of interfund borrowing and the
likely Inability of the retirement program to
pay full benefits in July make prompt
action essential.

The financing problem
While the commission report accurately

reflects the size of the social security fi-
nancing problem, perspective may be pro-
vided by some additional facts. Most Impor-
tantly, without prompt Congressional
action, the social security retirement pro-
grain will not be able to pay benefits on
tIme beginning in July. In fact, were it not
for interfund borrowing," authorized by
Congress in 1981 to permit the reserves of
each social security trust fund (old age and
survivors insurance, dlabillty insurance,
and hospital Insurance) to be used to help
pay benefits from another, the retirement
program would have stopped meeting its
monthly payments on time two months ago.
With the authority for interfund borrowing
now expired (as of December 31, 1982), July
is when all of the money borrowed from the
other two trust funds—$17.5 billion in
total—finally runs out.

Reauthorizing interfund borrowing can
not help the retirement program for long.
The retirement program is so large—ac-
counting for 73 percent of all social security
spending—and its borrowing demands are so
heavy, the rest of the system could be insol-
vent before the year is out. The Social Secu-
rity Board of Trustees, the Congressional
Budget Office, and a wide variety of private
actuaries and economists all agree that addi-
tional trust fund revenues must be provided
or savings must be achieved if the social se-
curity system is to remain solvent through
the remainder of this decade.

While it is the short-term financing prob-
lem that is Immediately pressing, the long-
term financing problem is equally serious, if
not more so. The Social Security Board of
Trustees reports that the combination of
the baby-boom generation retiring and
gradually lengthening lifespans will lead to
a dramatic increase in the cost of social se-
curity—about 55 percent between 2005 and
2035 alone. In the year 2035, when the
young people of today are beginning to
retire, the acruaries expect that the elderly
population wifi, account for 21 percent ox
the overall population (as compared to 11
percent today), and the typical 65 year old
will have a life expectancy of 17 years (as
compared to 14.5 years today). The effect
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will be to decrease the ratio of taxpayers to
beneficiaries from just over 3:1 today to 2:1,
helping to generate the anormous long-term
deficits we now foresee

According to the social security actuaries
the long-term deficit in the nou-medicare
social security programs is 1.8 percent of
taxable payroll. This is the figure adopted
by the National Commission. To translate.
it means that over the next 75 years, the ac
tuaries project that benefits will outstrip
payroll tax income, In dollar terms, by
about $25 billion per year, or $2 trillion in
total (expressed in 1983 dollar terms). In.
cluding medicare, the long-term deficit has
been estimated at 7.01 percent of taxable
payroll, or nearly $8 trillion in total.

How much does the system need?
How much the system needs In additional

financing depends on how we expect the
economy to perform in the years ahead and
how much of a "safety margin" is accumu
lated in reserves. Each set of forecasts pro-
vides a different view of the needs of the
system, as Illustrated in the table below.

ADDmONAL RESOURCES REQUIRED IN THE NEAR-TERM TO

BRING OASOI RESERVES UP TO CERTNN LEVEL
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The commission settled on $150—$200 bil-
lion as the amount required In the years
1983-89 to ensure the solvency of the
system through 1990. This is roughly con-
sistent with achieving a reserve ratio (re-
serves relative to annual outgo) of 15 per-
cent by 1990, under the 1982 Board of
Trustees' pessimistic assumptions.

Seceral points are worth noting in this
regard. First, planning for a low growth
decade Is prudent in light of the experience
durmg the 19105. (The pessimistic assump-
tions in the 1982 Board of Trustees Report
project the econotny will perform much like
m the past 5 years.) The failure to antici-
pate, both in 1972 and 1977, that prices
would grow more rapiWy than wages, and
therefore benefits would grow more rapidly
than ta.x income, is why we are in the situa-
tion we are in today. Second, a reserve ratio
of 15 percent Is not, in and of itself, a
"goal". At this level, reserves would be lower
than at any point in history. Accumulating
considerably larger reserves is desirable, a!-
though this would be dMficult to do very
quickly. We believe we express the views of
all members of the commission when we say
that it is our hope that the economy will
perform better than we assumed when we
made our estimates and that a laxger re-
serve cushion will accumulate. Finally, if
the medicare program were under consider-
ation as well, the reserve needs of the
system would be considerably higher.

Not a new problem
Given the partisan debate that raged over

social security in 1981, some people may

have lost sight of the fact that the financ-
ing crisis is not a new problem. Trust fund
reserves have been on a down-hill course for
years. As the table below indicates, prior to
1970. there were always reserves on hand ca-
pable of financing a year's worth of benefits
of more—that is, resetves equal to 100 per-
cent or more of annual outgo. By 1976, re-
serves had fallen to 57 percent of outgo, and
today, the combined reserves of the system
stan4 at about 15 percent of annual outgo,
only 8 weeks worth of benefits. The situa-
tion is even worse, at least today, when
medicare is excluded.

HISTORICAL OASDHI RESERVE RATIOS, 1950—83

(Assets at the ginning of each year as a percent of outgo dwng the yeir)
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Among other public groups to report in
the last 5 to 10 years, the social security ad-
visory councils of 1975 and 1979, an expert
consultant panel of actuaries and econo-
mists, reporting in 1976, and President Car-
ter's Commission on Pension Policy and the
National Commission on Social Security.
both reporting in 1981, all underscored the
seriousness of the short- and long-term -
nancing problem. Social security's financing
problem dates to the early 1970s and even
earlier, when Congress increased benefits
and expanded eligibility without facing up
to the cost of doing so.

The time for actzon t iow
There Is no denying that we have a big job

ahead of us in Congress. We face many diffi-
cult decisions as to the details of the legisla-
tion, and the adequacy of the measures pro-
posed. The balance of the long-term deficit
will a'so have to addressed. In our view, a
balanced solution to this problem will in-
volve bringing the cost of social security
into line with the ability of our working
population to finance the system. The tax
burden is already heavy, aud the confidence
of young people critically low. As reflected
in the additional views, a majority of
commission members recommends increas-
ing the retirement age, for people retiring in
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another 20 or 30 years, as an equitable way
of reducing long-range costs.

The American people—the 36 million
people receiving benefits as well as the 116
million working people who support the
system—deserve more than another "quick
fig" that holds the system together until
the next crisis comes along. They deserve
the speedy consideration of this bi-partiian
package of recommendations. Confidence in
the long-term viability of social security will
only be restored by enacting measuresthat
put the system back on a sound financial
footing and do so without imposing an unre-
alistic tax burden on present and future
workers.

Within a matter of weeks, the House
Ways and Means Committee and the Senate
Finance Committee will begin the task of
weightng the options and then drafting
social security financing legislation. We feel
confident that the essential elements of the
reform package we now recommend, as en-
dorsed by President Reagan, Speaker
O'Neill, Majority Leader Baker and others,
will be adopted by the Congress and enacted
into law by May. Moving quickly to shore
up the nation's largest domestic program is
in all of our interests.

STAF' OF rii CordMxssIoN
Finally, in connection with the rote of the

staff of the Commission, the Senator from
Kansas would, at this time, like to pay spe-
cial tribute to Robert J. Myers, the Execu-
tive Director. Mr. Myers has been associated
with the Social Security program from its
very beginning in 1934. He was Chief Actu-
ary of the Social Security Administration
from 1949-1970, and Deputy Commissioner
in 1981 prior to becoming Executive Direc:
tor of the Commission.

Mr. Myers' extensive knowledge of social
security was invaluable to the work of the
Commission and contributed to its success
in completing its assignment. The Senator
from Kansas is pleased that Mr. Myers is
continuing his service to social security by
currently serving as a consultant to the
Committee on Finance.

The Senator from Kansas also wishes to
take this opportunity to express his appre-
ciation to the professional staff of the Com-
mission for their part in this great and suc-
cessful endeavor. The staff labored long and
excellently in providing the members with
data and with comprehensive explanations
of the complex issues involved and the pos-
sible methods of solving the financing prob-
lems.

The staff members were as follows;'
Executive Director: Robert J. Myers.
Professional Staff: Nancy J. Altman,

Merton C. Bernstein, E. Annette Coates, Su-
zanne B. Dilk, Renato A. Dff'entma, Susan
A. Dower. Elizabeth T. Duskin. Timothy J.
Kelley, Eric R. Kingson, Edward F. Moore,
Virginia P. Reno, Bruce D. Sehobel, and
Carotyn L Weaver.

Support Staff: Laurie A. Brown, Ercell C.
Carnpbelt, Elisabeth J. Darling, Wanda G.
Moody, Edward E. Mosley, Tracey A.
O'Donnell, Isabte R. Paurowski, Carol J.
Upperman. and Doris C. WashIngton.

Mr. BENTSEN. Mr. President, I
think that it is Important to bring to
the attention of my colleagues that
the provision of the social security
reform legislation which raises the re-
tirement age to 66 will widen the gap
between when airline pilots retire and
when they are eligible to receive their

Sone of these tndividuals were on the staff for
only part of the duration of the Commisiofl, and
some were part-time employees.
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social security benefits. Airline pilots
are the only group in private industry
that Federal regulations require to
retire by the age of 60. The Federal
Aviation Administration established
this regulation in order to protect the
safety of the American public, and I
hope that my colleagues will bear this
situation in mind as we are debating
the social security reform measure
before the Senate today.

Mr. JEPSEN. Would the distin-
guished chairman of the Finance Comrn
mittee yield to me for a few questions
about the self-employment section of
the bill?

Mr. DOLE. I would be happy to do
that.

Mr. JEPSEN. As the manager of the
bill knows, there are many farmers
who are very concerned about the in-
crease in the self-employment tax.
What with farm prices so low and in-
terest payments so high, I have been
contacted by many farmers who are
worried that the proposed increase
could put them out of business. Could
the chairman just take a minute and
briefly explain the increase and how
the tax credit will work to offset some
of the tax rate Increase.

Mr. DOLE. Under the bill reported
by the Finance Committee, the
OASDI and HI taxes paid by the self-
employed would be conformed to the
combined raLes already paid by em-
ployers aiul employees. This means
that OASDI rates for the self-em-
ployed will rise from 75 percent of the
employer-employee rate, and HI rates
for the self-employed will rise from 50
percent of the employer-employee
rate. The result of this will be in 1984,
to increase the combined OASDHI
rate paid by the self-employed from
9.35 percent to 14 percent.

I would add that conforming the
OASDI self-employed rates to the
combined employer-employee rate was
a major part of the bipartisian agree-
ment set forth by the National Com-
mission. In conforming the HI rate to
the combined employer-employee rate,
the Finance Committee was following
the lead of tife House-passed bill. The
main difference in our bill is the
amount of the credit against the self-
employed taxes that we allow: Our
credit is more generous in each year
and goes further in offsetting the
effect of the self-employment tax rate
increases.

Mr. JEPSEN. Now, could you give us
some idea of what the actual increase
would mean for an individual farmer
who has a net farm income of $15,000?
By this, I mean, could you tell us what
the social security taxes would have
been under current law, under the
House-passed version of the bill, and
under the Senate-passed version?

Mr. DOLE. Yes, and I think that
comparison speaks well for our version
of this legislation. Under current law.
a self-employed individual with self-
employment income of $15,000 in 1984
would pay $1,478 in self-employment
taxes and $1,801 in incuime tax. Under

the House-passed bill—which provides
a 2.1-percent credit against self-em-
ploymenL tax in 1984—the net tax in-
crease for that individual would be
$307 in 1984. But under the Finance
Committee bill, the net increase would
be only $187. That is a significant dif-
ference. $120, and it results from the
fact that the Finance Committee pro-
vided a 2.9-percent credit for the self-
employed in 1984.

Mr. JEPSEN. Now this tax credit,
unlike the tax credit employees will
get in 1984, it will continue, is that
correct Senator? Can I have the assur-
ance of the distinguished chairman
that he will work in conference to
make sure that the Senate's version of
the tax credit is the one which is final-
ly adopted?

Mr. DOLE. The Senator is correct.
We have provided a permanent credit
against self-employment taxes, defined
as a percentage of self-employment
income subject to those taxes. The
credit amount does vary: 2.9 percent in
1984, 2.5 percent in 1985, 2.2 percent in
1986, 2.1 percent between 1987 and
1989, and 2.3 percent in 1990 and after.

I can assure the Senator that the
members of the Finance Committee
were very much concerned about the
problems these higher tax rates cause
for the self-employed. This package
does call on everyone to sacrifice a bit,
but we did not feel the self-employed
should be asked to-give up more than
their share. I am confident that our
Senate conferees will share that view,
if our version is adopted here, and will
work with me to preserve the Senate's.
position in conference.

Mr. JEPSEN. Suppose a farmer had
no net farm Income during the tax
year, something that is all too
common nowadays, would the farmer
have to pay any social security taxes?

Mr. DOLE. No; the farmer would not
have to pay any social security tax.

Mr. JEPSEN. A number of farmers
have indicated to me that because of
the tax break an employer gets with
regard to his portion of the social se-
curity tax, there is a strong Incentive
in this bill for farmers to incorporate
and operate their farms as corpora-
tions rather than as self-employed
busines&nen and women. Could the
chairman comment on this. Is it your
opinion that the proposal with regard
to the self-employed constitutes a
strong incentive to incorporate?

Mr. DOLE. It may be true that f arm-
ers who pay taxes in the upper brack-
ets—where the deduction for the em-
ployer's share becomes most meaning-
ful—-there may be some reason to
prefer corporate status. With regard
to lower and moderate income farm-
ers, this should not be much of a prob.
lem. In fact, the reason both the
House bill and our bill adopted the
SECA credit approach was to equalize
the tax relief among different income
groups, which the deduction proposed
by the National Commission would not
have done. In any event, I would say
to the Senator, If there is such an in•
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centive it aheady exists under present
law: I do not know that there would be
many situations where the increase in
self-employment taxes per se would
provide a strong additional incentive
to incororate. Certainly that is not the
intention of our committee, nor was it
the intention of the National Commis-
sion.

Mr. JEPSEN. What about the tax
break an employer receives relative to
his portion of the social security tax.
Does that not have a tendency to dis-
criminate against the self-employed
businessman because he cannot take
advantage of that tax break?

Mr. DOLE. As the Senator may
know, the original proposal by the Na-
tional Commission was to allow the
self-employed a deduction for half of
the social security taxes they pay, to
be taken for income tax purposes. We,
like the House, have provided a credit
instead of a deduction that is more
equitable and more generous to the
self-employed. Therefore, I would not
agree that the Finance Committee bill,
in this regard, is less generous to the
self-employed than it is to employers.
After all, employers do not get the
credit against social security tax that
we have provided for the self-em-
ployed.

Mr. JEPSEN. I appreciate the re-
sponses of the distinguished chairman
of the Finance Committee. I believe
his answers will help many farmers
have a better understanding of what
this proposal will mean for them so
they can plan accordingly.

Mr. GRASSLEY. Mr. President, I
take this opportunity to comment on a
small and perhaps little noticed provi-
sion of the social security bill. The
provision, which embodies a bill I in-
troduced earlier this year, disallows
social security benefits to incarcerated
felons. My thanks go to Chairman
Doi of the Senate Finance Commit-
tee for his efforts to incorporate my
bill in the finance committee package.

Section 123 of 5. 1 places limitations
on social security payments to prison-
ers by making inmates of penal insti-
tutions ineligible for social security
benefits. It should be noted that an in-
dividual's right to the benefits would
be restored upon parole, pardon, or
completion of the sentence. Further-
more, benefits for any eligible depend.
ents would continue to be paid. It is
not my intent to take such dependents
off of social security's role, and place
them on welfare roles.

This measure is an extension of leg-
islation adopted by the 96th Congress
which tightened up eligiblity require-
ments for prisoners receiving disability
insurance. However, it goes a step or
two further by eliminating the loop-
hole whereby incarcerated felons
could receive disability insurance if
they were enrolled in a rehabilitation
program; and also by halting retire-
ment payments to prisoners.

The basic goal in adopting such a
law is not to generate revenues. While
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we cannot become so accustomed to
talking about billions of dollars that
we forget to pick up a million or two
when given the opportunity, the
thrust of this provision is to restore
confidence in the social security
system. Such public confidence is
sorely lacking among today's workers
and retirees. I am sure all of my col-
leagues have heard comments from
their constituents maligning the fact
that prisoners are receiving social se-
curity benefits. Such a discovery does
not set well with Americans who are
already paying hard-earned dollars
though their taxes for the support of
such prisoners. It Is inconceivable that
Congress can consider Increasing
taxes, or can consider slowing the
growth in benefits for future retirees,
without addressing such an obvious in-
equity in the current system.

The Inclusion of this change will
send a much-needed signal to Amen-
cans that Congress is serious about
preserving the integrity of social secu-
rity. One issue that has surfaced again
and again throughout the considera-
tion of social security reforms Is the
lack of public confidence in social se-
curity. We can begin to restore such
confidence and a sense of fairness with
provisions such as this.

Again, I thank the chairman for his
assistance in seeing this provision in-
cluded in the final Finance Committee
report. Our efforts to eliminate similar
aberrations In the social security
system should not stop here. We
should continue in this vein to halt
the draining of scarce social security
funds to such unintended recipients.
• Mr. PACKWOOD. I would like to
ask clarification of a point raised by S.
1, the social seculity bill. Section 150
of 5. 1 adds to the Internal Revenue
Code new sections 3121(r)(1)(B) and
3306(v)(1)(B) which include in the
definition of wages for social security
and unemployment tax purposes any
employer contribution to a cafeteria
plan which includes a qualified cash or
deferred arrangement to the extent
the employee had the right to choose
cash, property, or other benefits
which would be wages for those pur-
poses. I understand this to mean that,
if a cafeteria plan does not include a
qualified cash or deferred arrange-
ment, employees who elect benefits
such as day-care assistance, which are
not otherwise subject to social security
tax or unemployment tax, will not be
subject to those taxes solely because
they could have chosen cash, property,
or other benefits that would have been
subject to those taxes.

Mr. DOLE. That Is also my under-
standing Of the intent and meaning of
these provisions.

Mr. DURENBERGER. Regarding
these same provisions mentioned by
Senator PACKWOOD, I understand that
a cafeteria plan will not be considered
to include a cash or deferred arrange-
ment unless the cafeteria plan con
tains provisions whereby contributions
to the plan may be applied to provide
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benefits under the cash or deferred ar-
rangement or viceversa. In other
words, these provisions will not apply
solely because an employer offers a
cafeteria plan with cash as one of the
benefits and also. offers a separate
qualified cash or deferred arrange-
ment.

Mr. DOLE. That is also my under-
standing of the meaning and intent of
these provisions.

March 22, L983



S 3686 CONGRESSIONAL RECORD — SENATE March 2 198i'

SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The PRESIDING OFFICER. The
clerk will report. the unfinished busi-
ness.

The assistant legislative clerk read
as follows:

A bill (li.R. 1900) to assure the solvency of
the social security trust funds, to reform the
medicare reimbursement of hospitals, to
extend the Federal supplemental compensa-
tion program, and for other purposes.

The Senate resumed consideration
of the bilL

The PRESIDING OFFICER. The
question Is on the Baucus amendment.

Mr. BAKER addressed the Chair.
The PRESIDING OFFICER. The

majority leader.
Mr. BAKER. Mr. President, Senator

BAUCUS, I understand, Is on his way to
the floor and has not yet reached the
floor. I suggest the absence of a
quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The Assistant Secretary of the
Senate proceeded to call the roll.

Mr. SPEc-rl!1t. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, It Is so ordered.

Mr. BAKER. Mr. President, will the
Senator yield to me?

Mr. SPECTER. Yes.
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SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The Senate continued with the con-
tdeI1Ltion of tie bill.

Mr. DOLE. Mr. President, thc distin-
gUiHhed inajurity leader indicated ear-
Her that we still have a number of
nm(ndnHnL8. It is my hope to move
wry iuickly on the amendrneiil..
Members have been on notice that the
I)(fld1fl anwndment wa.s laid dvWfl
last evening. I am told Srutlor BAucu
ht.s two am(ndments and Senator
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LEVIN has an amendment. I think Sen-
ator LONG wanted to get into one of
his amendments, or maybe all of his
amendments. Senator BoRzI may
have an amendment.
AODTIONAL CO5PON5OR OF AMENDMENT NO. 512

Mr. LONG. Mr. President, I ask
unanimous consent that the Senator
from West Virginia (Mr. RANDOLPH) be
added as a cosponsor to my amend-
ment No. 512 relating to social secu-
rity coverage for Federal employees.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOLE. Mr. President, as the
Senator from Kansas has indicated, I
am hopeful we can move very quickly
on this measure. I hope that Senators
who have amendments will come to
the floor and maybe we can, on an
amendment-by-amendment basis, if
there is any indication or inclination,
have a time agreement. Otherwise.
maybe we can move very quickly with-
out time agreements. It is the hope of
the Senator from Kansas that Sena-
tors will not spend a great deal of time
on their amendments. We understand
their amendments.

UP AMENDMENT NO. 120

Mr. DOLE. Mr. President, I see the
Senator from New York (Mr. MOYNI-
HAN) is on the floor. I wonder if we
might take up his amendment while
we await the 'Senator from Montana.

Mr. MOYNIHAN. I thank the distin-
guished chairman.

Mr. President, I send an unprinted
amendment to the desk and ask for Its
immediate consideration.

The PRESIDING OFFICER. It will
take unanimous consent to set aside
the Baucus amendment.

Mr. MOYNIHAN. Mr. President, I
ask unanimous consent that the pend-
ing amendment be temporarily laid
aside.

The PRESIDING OFFICER. Is
there objection? Without objection, it
is so ordered.

The clerk will state the Moynihan
amendment.

The assistant legislative clerk read
as follows:

The Senat.or from New York (Mr. M0YNI-
hAN) proposes an unprint.ed amcndmcnL
niimberd 120.

Mr. MOYNILIAN. I ask unanimous
consent that further reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendnwnt is as follows:
AL Ll end of the bill add Lh. tOIlOwnK

nw Ntion:
8OCAI. SKCURITY CARDS

S. ) Section 205(c)(2) of Lhe Social
SciarILy Act 1 am*'nded by adding at Lhie
.nd LIitreof Lht following new UbpUft
graph:

( D rhr StcreLiu-y shall issUe a soelal .St-
curll.y rd t.o teach Individual at LhI( Lime of
the siuitucc of a social security account
iiiiiiber to iicI Indivdua1. The ociaI SeCU-
iiiy card $tIftll be made of banknotc paper.
anti (to the maximum CXtnt practicitbie)
sinill ft Card which cazuioL be cotintrft'it
Cd.".
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(b) Tie amendment made by this section
shall apply with respect to all new and re-
placement social security cards issued more
than 193 days after the date of the enact-
ment of this Act.

(c) Within 90 days after the date of the
enactment of this Act the Secretary of
Health and Human Services shall report to
the Congress on his plans for Implementing
the amendment made by this section.

Mr. MOYNIHAN. Mr. President,
this is an amendment identical in lan-
guage to that which the Senate passed
2 years ago which was, unfortunately,
rejected In the conference. It simply
provides that, 193 days after the en-
actment of this legislation, which Is to
say half a year, the• Social Security
Administration begin to issue social se-
curity cards on banknote paper which,
to the maximum extent practicable,
cannot be counterfeited. The costs in-
volved are modest but the cost of the
failure to do this, according to the
General Accounting Office, is enor-
mous. They have estimated that fraud,
involving fraudulent identification
papers issued by the Federal Govern-
ment, most particularly the social se-
curity card, costs upwards of $3 billion
a year.

The card we use today, if I may say,
is still the same pasteboard card of 50
years ago. Just recently, I asked for a
card I had lost to be replaced. It Is no
more than a simple bit of cellophane
paper, readily counterfeited; indeed,
available on street corners in most
ports of entry of the United States of
America. Banknote paper would cost
very little more and last much longer.
It would not be counterfeitproof. At
great cost and effort, you can counter-
feit them as you counterfeit hundred-
dollar bills, but In the main, it Is not a
successful venture and does not very
much occur.

This Is a modest amendment, Mr.
President, a matter long overdue. The
Social Security Administration has In-
dicated its intent to do it but has never
done it.

Mr. DOLE. Mr. President, this Sena-
tor has no objection to the amend-
ment. In fact, I believe it Is a good
amendment and should have been
adopted before. I am prepared to
accept the amendment. I know it has
been cleared with the Senator from
Louisiana.

Mr. LONG. I have no objection, Mr.
President.

The PRESIDING OFFICER. The
questionIs on agreeing to the amend-
ment.

The amendment (UP No. 120) was
agreed to.

AMENDMENT NO. 535
(Purpose: To provide a credit against the

Old-Age, Survivors, and Disability Insur-
ance Tax to small business employers for
984)
The PRESIDING OFFICER. The

qdestion recurs on the amendment of
the Senator from Montana (Mr.
BAucus).

The amendment is as follows:
On page 68 of the matter proposed to be

inserted, beginning with line 19, strike out
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all through page 71, tine 9, and insert in lieu
thereof the following:

SEC..ACCELERATION OF 1NCREAS{S IN FIVA
TAXES 1984 TAX CREDITS.

(a) ACCELERATION OF INCREAsEs IN PICA
TAXEs.—

(1) TAx ON EMPL0YEE5.—Subsection (a) of
section 3101 of the Internal Revenue Code
of 1954 (relating to rate of tax on employees
for old-age, survivors, and disability insur-
ance) is amended by striking out paragraphs
(1) through (7) and inserting in lieu thereof
the following:
In cases of wages The rate

received during: shall be:
1984, 1985, 1986, or

1987 5.7 percent
1988 or 1989 6.06 percent
1990 or thereafter 6.2 percent.".

(2) EMPLOYER TAX.—Subsection (a) of sec•
tion 3111 of such Code is amended by strik-
ing out paragraphs (1) through (7) and In-
serting in lieu thereof the following:
'In cases of wages The rate

received during: shall be:
1984, 1985, 1986, or

1987 5.7 percent
1988 or 1989 6.06 percent
1990 or thereafter 6.2 percent.".

"(b) Tmg CREDIT Ax.x.owi,.—The credit
under subsection (a) shall be taken into ac-
count in determining the amount of the tax
deducted under section 3 102(a).

"(c) WAGES.—FOr purposes of this subsec-
tion, the term 'wages' has the meaning
given to such term by section 3121(a).

"(d) APPLICATION TO AG1iTs UNDER
SEcTIoN 218 OF THE Sociu. SEcuRITY ACT.—
For purposes of determIning amounts equiv-
alent to the tax Imposed by section 3 101(a)
with respect to remuneration which—

"(1) Is covered by a agreement under sec-
tion 218 of the Social Security Act, and

'(2) is paid during 1984,
the credit allowed by subsection (a) shall be
taken into account. A similar rule shall also
apply in the case of an agreement under sec-
tIon 3121(1).

"(e) CREDIT AGAINST Rro RrrIi
EMPLOYEE AND EMPLOYEE IEPR2SENTATIVE
TAXES.—

"(1) IN GENERAL.—There 8hall be allowed
as a credit against the taxes imposed by sec-
tIons 3201(a) and 3211(a) on compensation
paid during 1984 and subject to such taxes
an amount equal to %o of 1 percent of such
compensation.

"(2) Tx CiEIT AX.IowED.—The credit
under paragraph (1) shall be taken into ac-
count in determining the amount of the tax
deducted under section 3202(a) (or the
amount of the tax under section 32 11(a)).

"(3) Cop sAnON.—FOr purposes of this
subsection, the term 'compensation' has the
meaning given to such term by section
323 1(e).

"(f) Srtx.L BusINEss CIIT AINsT FICA
TAXEs.—

"(1) IN OENERAL.—In the case of a qualified
small business, there shall be allowed as a
credit against the tax imposed by section
3111(a) with respect to wages paid during
1984 with respect to employment an amount
equal to 0.3 percent of such wages.

"(2) LIMITATIoN—The aggregate amount
of the credit allowable to any qualified
small business under paragraph (1) shall not
exceed $500.

(3) QUALIFIED SMALL t7SINESS.—
"(A) IN GENERAL.—The term qualified

small business' means an employer who em-
ploys no more than 50 employees in employ-
ment at any time during 1984.
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(B) AGGREGATION o EPtO'EEs.-—ln de-

tennining the number of employees of an
employer for purposes of subparagraph (A),
all employees of—

'(i) any trade or business (whether or not
incorporated) which is under commofl can-
t.rol with such employer (within the rnean-
ing of section 52(b)), or

"(ii) any member of any controlled groups
of corporation of which such employer is a
member.
during any period of 1984, shall be treated
as being employed by such employer during
such period. The Secretary shall prescribe
regulations which provide attribution rules
that take Into account, in addition to the
persons and entities described in the proced-
ing sentence, employers who employ em-
ployees through partnership8, joint ven-
tures, and corporations.

"(C) COWrROLLED GROUPS OF CORPORA-
I'IONS.—FOr purposes of this paragraph, the
term 'controlled group of corporations' has
the meaning given to such term by section
1563(a), except that— -

(i) 'more than 50 percent' shall be substi-
tuted for at least 80 percent each place it
appears in section 1563(a)(1), and

'(ii) the determination shall be made
without regard to subsections (a)(4) and
(e)(3)(C) of section 1563.

'(4) 1'iM CREDIT A1x.owEl,.—The credit al.
lowable under paragraph (1) shall be taken
into account in determining the amount of
any deposit or payment of the tax Imposed
by section 3111(a) whIch the employer is re•
quired to make to the Secretary with re•
spect to any period.

(5) DEFINITION5.—FOr purposes of this
subsection—

"(A) WAGE5.—The term wages' has the
meaning given to such term by subsections
(a) and (t) of section 3121.

"(B) Eipzomig.—The term 'employ.
ment haa the meaning given to such term
by sectIon 3121(b).

"(6) RETVRN5.—A11Y return of the tax Im-
posed by section 3111(a) made with respect
to wages paid in 1984 shall include a state-
ment which identifies the maximum
number of employees employed by the em-
ployer at any time during the period to
which such return relates.

"(g) C00IWINATI0N Wmi SECTION
6413(c).—For.

Mr. DOLE. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The Assistant Secretary of the
Senate called the roll.

Mr. DOLE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With
out objection, it is so ordered.

Mr. DOLE. Mr. President, when the
Baucus amendments are disposed of,
the Senator from Kansas will offer a
series of technical amendments. We
believe that they have been at least
explored by staff on both sides. They
are important. It Is important that
they be adopted. When we conclude
work on the Baucus amendments, the
Senator from Kansas will then offer
the technical amendments.

Mr. President, I believe the Senator
from Montana is prepared to proceed.

Mr. BAUCUS addressed the Chair.
The PRESIDING OFFICER. The

Senator from Montana is recognized.



S 3690
Mr. BAUCUS. Mr. President. I have

an amendment prepared which I am
going to offer, but I will wait just a
few minutes while the amendment Is
being modified in accordance with an
agreement that we have just reached
with the chairman of the committee.

Let me just say a few words about
the amendment while it is being mod!-
lied. The modification should not take
more than a few minutes.

The general thrust of the amend-
ment is to provide a credit to small
businesses for the increase in social se-
curity payroll t,axes in 1984 that em-
ployers will have to pay under the
committee's bill.

As you will recall. Mr. President. the
national commission recommended.
and the House and the Senate Finance
Committee have agreed, that the pay-
roll tax increase scheduled to go into
effect in 1985 will be accelerated to
1984. In addition, employees will get a
full credit against their Income taxes
for that increase in 1984. The amend-
ment that I am offering will provide a
similar credit to small businesses.

The Senator from Colorado (Mr.
ARMSTRONG) yesterday offered an
amendment to repeal the proposed ac-
celeration of payroll tax Increases in
this decade. This body did not agree
with that amendment. This Senator,
in fact, voted against that amendment
because such an amendment would, In
my judgment, jeopardize the national
commission's package, which I think
in the main most of us want to sup-
port.

AMENDMENT NO. 535. As MODIFIED

Mr. BAUCUS. Mr. President, at this
time I send the amendment to the
desk and ask for its immediate consid-
eration.

The PRESIDING OFFICER. The
amendment Is so modified.

The amendment will be stated.
The assistant legislative clerk read

as follows:
The Senator from Montana (Mr. Bcus)

proposes an amendment numbered 535, as
modified.

Mr. BAUCUS. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFiCER. With-
out objection, it Is so ordered.

The modification Is as follows:
MoDIFIcATIoN TO BAUCUS AMgNDMENT No.

535
On page 4 lthe 17 substitute the fl1owing

line:
(1) Shall not exceed $300.
Mr. BAUCUS. Mr. President, I do

not know if the version of the amend-
ment at the desk contains the modif i-
cation or not. I will read the modifica-
tion if it Is so appropriate:

On page 4, line 17. substitute the follow'
ing line: (1) shall not exceed $30O.

The PRESIDING OFFIcER. Will
the Senator send the modification to
the desk?

Mr. BAUCUS. I do so. Mr. President.
Mr. President. what is the pending

business?
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The PRESIDING OFFICER. The
question is on the amendment.

Mr. BAUCUS. Mr. President. I will
not take much time because we have
reached agreement on this amend-
ment with the chairman of the com-
mittee.

Let me say at this point that the
amendment I originally planned to
offer would have provided for a $500
cap on the tax credit. That is. no em-
ployer would be entitled to receive
more than $500 in credits during the
year.

The amendment also provides that
the credit would go to only those firms
with 50 or fewer employees.

In discussing the aniendment with
the chairman of the committee, we
were somewhat concerned about the
cost of this amendment. The estimates
are approximately $900 million with a
$500 cap. Like the credit being given to
workers in 1984, this money comes
from general revenues, not from the
Social Security trust funds. Employers
will simply take this credit Into ac-
count when they make their regular
FICA payments.

It seems to me, Mr. President, that
because this amendment is designed
for smail business it is reasonable to
lower the cap to $300.

This is a small business amendment.
It is especially targeted to provide full
relief for our very smallest business-
es—those wIth 10 or fewer employees.
We all know the Importance of small
business in our country. We also know
that Increased payroll. taxes tend to
adversely affect small business more
compared to big business. Even
though all businesses as employers
will have to pay the Increase In payroll
taxes, big business is more easily able
to accommodate those increases be-
cause bigger businesses generally can
more easily pass on those costs in
terms of the products they sell. In con-
trast, the nature of small business is
such that it generally Is in less of a p0-
sition to pass on Increased costs.

Mr. President, small business Is our
most productive and, at the same time,
most hard-pressed economic sector.
They need this relief. Although this
proposal represents a modest draw on
the Treasury,, we believe that this
amendment will encourage and assist
small businesses as they begin to
expand production and employment
during what we hope will be a period
of economic recovery in 1984. This
amendment is all the more important
since we look to our small business
community as a key force in creating
new jobs. According to recent studies,
small business accounts for more than
half of afl new jobs In America. It
would be counterproductive for us to
impose higher regressive payroll taxes
on the same employers we are depend-
ing on to hire our unemployed.

If any sector of our economy de-
serves special consideration within the
context of the social security debate, it
is the small business community.
These employers ought to be given at
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least the same relief that we have ex-
tended to their employees.

The value of this credit to our small
business community Is immense. In
fact, the National Federation of Inde-
pendent Business has called this
amendment "The most important
small business vote of the 98th Con-
gress to date.'

I favor the National Commission's
package. I think most of us do. I do
not want to offer an amendment or
support an amendment which. in my
judgment, will break open the pack-
age. This amendment does not do so.
It does not break open the package.
The revenue loss, not to the trust
funds but to the general fund, will be
significantly lower than $900 million.
We do not have the estimates. It will
certainly be much lower than S900
million.

Mr. BOSCH WITZ. Mr. President.
will the Senator yield for a moment?

Mr. BAUCUS. I am delighted to
yield.

Mr. BOSCHWITZ. Will the Senator
add me as a cosponsor?

Mr. BAUCUS. I would be very happy
to.

Mr. President, I ask unanimous conS
sent that the Senator from Minnesota
(Mr. BoscHwlrz) be added as a cospon-
sor.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. BAUCUS. Mr. President, this
anendment has broad support from
many Members and from many small
business groups. In addition to Sena-
tor QuAyI and Senator BoScIIwxrz,
cosponsors of this amendment include
Senators NUNN, SAss, GoaroN.
PRYOR. HUDDLESTON, and ABDNOR.

I want to compliment particularly
the Senator from Indiana (Mr.
QUAYLE) who has worked with this
Senator in drafting this amendment.
He has made many very helpful sug-
gestions. We have included those in
this effort, and I think this body
should be aware of hIs help.

I also want to pay particular tribute
to the chairman of the committee, the
Senator from Kansas, who has worked
with us and suggested this compro-
mise, which I win agree with, which is
to lower the cap from $500 to $300 per
employer.

Mr. President. I ask unanimous con-
sent that the following four letters
from supporting small business organi-
zations be included in the RECORD. as if
read.

There bemg no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

NATIONAL AssOCIATION OF
WHOLESALER-DISTRIBUTORS.

Washington, D.C., March 22. 1983.
}Ion. MAx BAUCUS.
U.S. Senate,
Washington, D.C.

DEAR SENATOR BAUcVs: This is to express
the strong support of the National Associ-
ation of Wholesaler-DIstributors' 121
member national associations and their
45.000 member companies for your proposed
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amendment to Include a one-year emp'oyer
tax credit for 1984 to offset the substantial
Increase in FICA payroll taxes mandated by
the social security bill now on the Senate
floor.

Increased payroll taxes are not only a dis-
incentive to job creation, they are a signif i-
cant drain on the cash flow of c'osely-held
Wholesaler-distributors at a time of econom-
ic recovery.

Moreover, the social security compromise
Includes a one-year tax credit for employees
and self-employed for 1984 to alleviate their
Increased tax burden.

Parity dictates employers should also be
given the same consideration.

Sncere1y,
Joiiw H. FITCH, Jr.,

Vice President,
Government Relations.

NATIONAL AUDIO-VISUAL
AssocIATioN, INC.,

Fairfax, Va., March 22, 1983.
Hon. M*x S. BAUCUS,
U.S. Senate
Washington, D.C.

D SENATOR B*ucus: On behalf of the
800 members of NAVA. the International
Communications Industries Association, I
am conveying to you our support for your
amendment to 5. 1, the Social Security Refi-
nancing bill, which will give small employ-
ers a credit for the 1984 increase In FICA.

The sharp increases In Social Security
payments by both employees and employers
have been burdens which have fallen most
heavily on small firms. In our case, the com-
bination of the severe economic downturn,
high interest rates, the steep rise in PICA
taxes, and the rise in the cost of doing busi-
ness have resulted in losses for many firms.
Companies which would have been contrib-
uting to the Federal government through
taxes are unable to pay due to losses. Capi-
tal that could have been invested has been
drained away.

We share your concern for strengthening
the Social Security System. We are well
aware of the need to ensure that the bur-
dens are carried in an equitable way along
the path to restored stability in the system.

With most of our member firms having
well under 50 employees, we strongly sup-
port your amendment which will ensure
that the burden of the 1984 Increase will be
lightened for small businesses in a very•
modest but effective way. We are pleased to
join with the National Federation of Inde-
pendent Business and other associations in
supporting your amendment.

We wish you every success in getting this
amendment passed.

Sincerely,
KENTON PArn,

Senior Staff Vice President..

Staxi Busxss UNITED,
Waltham, Mass., March 22. 1983.

Ron. M.x BAUCUS,
U.S. Senate,
Wa.shington, D.C.

DEAR SENATOR BAucus: Small Business
United, a coalition of sixteen regional, state
and metropolitan trade associations repre-
sentiug over 50,000 small businesses nation-
wide, supports your amendment to the
Social Security reform package, providing a
tax credit for payroll taxes paid by any busi-
ness with fewer than 50 emp'oyees.

We believe your amendment puts the na-
tion's small businesses on equal footing with
their employees, and as such it is a fair
amendment. Payroll taxes are a tax on Jobs
and can only work to inhibit productive
smafl firms from hiring the nations unem-
ployed. We would have preferred the
amendment be applicab'e to small concerns
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with 500 or fewer emp'oyees (the Smafl
Business Administration's size standard for
smafl firms), but we believe the amendment
as currently drafted still represents a sig-
nificant improvement in the reform pack-
age.

Thank you for offenng it.
Sincere'y,

0. Tiios CATOR,
Washington Counsel to SBU.

NATIONAL S.w.L
Busnss ASSOcIAnON,

Washington, D.C., March 23, 1983.
Hon. MAx BAUCIJS,
Hart Senate Office Building,
Washington, D.C.

Di SAToR BAUCUS: The National
Small Business Association strongly sup.
ports your efforts to provide a one-time tax
credit for small business employers who are
being subjected to a speed up in Social Secu-
rity payroll tax payments.

Your amendment, which limits the credit
to a maximum of $500 per employer wIth 50
or fewer employees, will certainly assist
these smaller firms who are already paying
inordinately high payroll taxes.

We thank you for your efforts on behalf
of the small business community.

Sincerely,
JERori R. GULAN

Vice President,
Government Affairs.

Mr. QUAYLE. Mr. President, the
amendment I offer today with Senator
BAUCUS would provide small business
with Some tax relief In 1984. a year In
which we hope that these businesses
will be able to provide our people with
expanded job opportunities as we
enter a period of economic recovery.
While the amendment Involves a
short-term, 1-year cost, it represents
an Investment that will be greatly ap-
preciated by small firms now trying to
expand their production capacities.

Mr. President, the current social se-
curity system places a very heavy
burden on small business. A vast
number of businesses pay more in
social security tax than they pay in
Income tax. The cost of social security
taxes to small employers Is one factor
which makes it difficult for them to
consider expanding their levels of em-
ployment: the employer payroll contri-
bution per employee is a high cost to
small profit, small work force busi-
nesses.

I think we should not forget that
small businesses In America are just
emerging from their most difficult
year since the 1930's. Bankruptcy
rates reached their highest levels since
those difficult times 50 years ago. New
hires are at anemic levels, and profit
margins are very low. Now Is clearly
not the time to increase the tax
burden on our small businesses. SmaU
business is historically the sector
where most new jobs are created, and
we should not do anything to discour-
age the growth and expansion which
will take people off the unemployment
rolls.

Mr. President, the purpose of this
amendment Is to a.sist small business
out of its recent and current state of
decline. The cost of adding capacity
and new employment for small busi-
ness is made worse by the operation of
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our social security system which re-
quires employers to pay significant
amounts of tax for every employee
they hire. Small business, which can
be expected to generate a very large
proportion of new jobs in the current
recovery, is particularly sensitive to in-
creases in the social security payroll
tax rate. Every employee added is a
more expensive investment for the em-
ployer.

We hope and trust that fiscal year
1984 will be a year of expansion and
prosperity for all Americans. For this
to happen, small business must be able
to expand and provide new job oppor-
tunities. New positions must be made
available for young people and for
mature workers who have lost jobs In
older industries. A tax credit of $300 is
a small Investment, that would coun-
teract the proposed tax Increase; it Is a
1-year (fiscal year 1984), one-shot ex-
pense—but would go Into effect at the
right time—when business is expand-
ing and creating new jobs.

Our amendment would provide em-
ployers with 50 or fewer employees a
tax credit In the amount of $300 for
the year 1984. ThIs would offset the
0.3 percent OASDI tax increase sched-
uled to go Into effect for employers
next year.

We have decided to target this bene-
fit to employers wIth 50 or fewer em-
ployees because of economic and
equity considerations. We do not be-
lieve it Is economically useful to
extend this credit to firms with a
greater number of employees. The pa..
tential job creating or preserving
Impact of this measure will be, as I
mentioned earlier, among smaller busi-
nesses. Many large firms may not even
bother to claim the credit In the first
place. Additionally, we do not believe
the positive impact of the savings will
be felt by firms with more than 50 em-
ployees. Such firms would probably
not alter their hiring plans, nor see
their profit marging eroded In any sig-
nificant degree, because of the sched-
ule Increase.

All told, over 95 percent of all em.
ployers in the country would qualify
for this credit. This represents over 4
million of the 4.2 million firms m the
United States. Only very large compa-
nies, which do not need the relief, will
be ineligible for this 1-year credit.

Mr. President, the cost of this
amendment will be approximately
$600 million from the General Treas-
ury. This represents a very small cost,
In view of the other major changes we
are now considering for our social se-
curity system. The effect of this
amendment will be to relieve, for 1
year only, a burden on a part of the
business community which really
needs tax relief. Furthermore, it pro.
vides this relief at a crucial time in the
economic recovery when the potential
Job-creating impact should be upper-
most in our minds.

Let me just add one point to clarify
our intent in offering this amendment.
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As we have repeated several times, we
are advancing this idea as a small
measure to ease the burden of the In-
crease in the employer contribution
next year on this Nation's small busi-
nesses; We all know that the economic
and regulatory burden on small busi-
ness because of Federal statutes can
often make the difference between
success and failure.

Our amendment allows qualified
businesses to take a $300 credit against
their tax liabilities, and defines quali-
fied small businesses as those with
fewer than 50 employees. It is not our
intent to generate a new set of report-
ing requirements or forms for certify-
ing eligibility for this credit. For a
credit this size, especially for very
small businesses which often have no
more than one or two employees, such
an addition to the paperwork and re-
porting requirement would be contra-
dictory to the Intended purpose of the
amendment. So let me just insist that
we intend that a simple self-certifica-
tion mechanism be used to establish
eligibility for this credit, and that no
new reporting requirements be im-
posed as a result of this amendment.

Mr. President, I urge all of my col-
leagues to support this amendment as
a small yet much needed measure of
relief to the small businesses which
are leading us in the emerging eco-
nomic recovery.

Mr. BAIJCIJS. Mr. President, I have
no other points to make at' this time,
since we have reached an agreement.
Therefore, I yield the floor.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Kansas.
Mr. DOLE. Mr. President, I appreci-

ate the distinguished Senator from
Montana modifying the amendment to
lower the cap to $300. I would point
out that this was not part of the rec-
ommendation of the National Commis-
sion. We felt employers could already
deduct their payroll tax contributions
against income tax. Employees do not
have this benefit, so there was not
much reason to give a double benefit
to employers. However, I think we
have now been able to reduce the cost,
and I am certainly prepared to take
the amendment. As I have indicated
privately to the Senator from Mon-
tana, I will do what I can to keep the
amendment in conference.

I think it does provide some equity.
The Senator has limited it to 50 em-
ployees or less. It is directed toward
small business. I know that a lot of
small business groups, including NFIB
and others, have a strong interest in
this amendment.

I hope the Senator will let us accept
it without a rollcall vote, because I will
not be impressed by that. The rollcall
will be 99 to 0—I will stipulate that.

Mr. BAIJCIJS. Mr. President. will
the Senator yield?

Mr. DOLE. I yield.
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Mr. BATJCtJS. I appreciate t1e confi-
dence of the Senator. Obviously, a
rollcall vote would help persuade the
House conferees of the seriousness of
this amendment. The basis of my con-
cern is that it would represent to the
other body the opinion of this body.

If the chairman will fight hard for
this amendment in conference, I will
not ask for a rollcall vote.

Mr. DOLE. We did some checking in
advance and found there was a lot of
support for this. So I can safely say
that had it not been modified, in my
view, it would have 60 or 65 votes; and
with the modification, I think it has
substantially every vote.

Mr. MOYNIHAN. Mr. President, will
the Senator yield?

Mr. BAUCUS. I think the Senator
from Kansas has the floor.

Mr. MOYNIHAN. I just want to say
that a 99-to-0 vote is trivial compared
to the good will and energetic advoca-
cy of the Senator from Kansas. So I
congratulate the Senator from Mon-
tana on his prudence.

Mr. BAIJCIJS. I thank the Senator.
Mr. SASSER. Mr. President, I rise

today as a cosponsor to the Baucus/
Quayle amendment which provides
small business relief from the 1984
payroll tax increase contained in this
bill.

This amendment is rather modest in
Its scope but provides the type of
relief that is urgently needed in the
small business community. The in-
crease of social security costs to em-
ployers contained in this package will
prove most burdensome to our Na-
tion's small firms. This amendment
decreases the economic shock of this
increase without jeopardizing the
basic funding structure set forth in
the social security package.

We need to take this type of action
Mr. President because of the role
small businesses play in our economy.
This is our most productive segment of
our economy, it is the major source of
innovation in our country and unfor-
tunately it is the hardest hit segment
of the economy during this recession.

In Tennessee, 58,922 firms out of a
total of 77,328 firms have fewer than 10
employees. The amazing fact about
these small establishments Is the
impact they have had on employment
in Tennessee. Between 1979 and 1981
overall employment in the State d-
creased by 0.2 percent. However, those
firms with fewer than five employees
saw a 16.8-percent increase in employ-
ment for this same period.

In addition, firms with less than 100
employees constitute 80 percent of the
manufacturing companies, 99 percent
of the construction firms, 61 percent
of the wholesale operations, 98 per-
cent of the service companies and 99
percent of the fmance, insurance, and
real estate business in Tennessee.
These small firms contributed about
45 percent of the State's total payroll
last year while producing roughly half
of Tennessee's $59 billion in goods and
services.
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The sad truth of the situation Mr.

President is that these firms, which
mean so much not only to the econo-
my of Tennessee, but also to our Na-
tion's economic well-being, are not re-
ceiving their fair share of tax breaks.
The Internal Revenue Code is full of
items that benefit our large business-
es, but there is little in the Tax Code
that serves as an incentive to or comes
to the assistance of small business.

The amendent we offer today seeks
to rectify that situation at least in
regard to this social security bill. The
small business men and women of this
country are willing to support the
social security compromise so long as
it is an equitable solution. The
Baucus/Quayle amendment takes a
large step . in that direction, and I
strongly urge my colleagues to support
this amendment.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (UP No. 535), as
modified, was agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, before the
Senator from Montana offers the next
amendment, I wonder If we might take
up a couple of noncontroversial
amendments. It will take about 1

minute.
The PRESIDING OFFICER. The

question recurs on the Quayle amend-
ment

Mr. DOLE. I ask unanimous consent
that that amendment be temporarily
laid aside.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DURENBERGER. Mr. Presi-
dent, I ask unanimous consent that
my name be added as a cosponsor of
the Baucus amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

UP AMEflDMENT NO. 121

(Purpose: To provide that payments to
PRO'S shall be treated the same as pay-
ments for benefits for purposes of trans'
fers from the trust fund)
Mr. DURENBERGER. Mr. Presi-

dent, I send an unprinted amendment
to the desk and ask for its immediate
consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as follows:
The Senator from Minnesota (Mr. DUREN-

BERGER) proposes an unprinted amendment
numbered 121.

Mr. DURENBERGER. Mr. Presi-
dent, I ask unanimous consent that
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
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On page 154, line 12, strike out budget
approved' and insert "rate per review estab-
lished".

On page 154, line 10, strike out "but" and
insert "and (i)'.

On page 154, line 12. after "Secretary"
insert ", (ii) shall be transferred from the
Trust Fund, without regard to amounts ap-
propriated In advance in appropriation Acts,
in the same manner as transfers are made
for payment for services provided directly to
beneficiaries, arid (iii) shall be not less than
an amount which reflects the rates per
review established in fIscal year 1982 for
both direct and administrative costs, adjust-
ed for Inflation.

On page 141, line 10, before the comma
insert "(excluding payments made under
section 1866 (a)(1)(F))".

On page 141, line 17, before the semicolon
insert (excluding payments made under
section 1866 (a)(1)(F))".

On page 142, line 6, before the comma
Insert (excluding payments made under
section 1866 (a) (1) (F))".

On page 142, line 13, before the period
Insert "(excluding payments made under
section 1866 (aXl)(F))".

Mr. DURENBERGER. Mr. Presi-
dent,' the amendment I offer goes
beyond setting out our intent to estab-
lish utilization and quality control
peer review. Our intent was made clear
when the Congress adopted the peer
review provision contained in TEFRA
last year. This amendmentgoes as far
as possible to insure that the TEFRA
provision Is implemented.

With this amendment, it is possible
to fund peer review organization activ-
ities without the uncertainty associat-
ed with the appropriation process. The
costs of peer review, both direct and
administrative, are deemed to be costs
incurred in providing inpatient serv-
ices under part A. While not included
in the prospective rates, the Secretary,
on behalf of the hospital, would be re
quired to pay for these costs out of the
hospital insurance trust fund. In addi-
tion, as a minimum, hospital insurance
trust funds would be paid to PRO's at
no less than the rates per review es-
tablished in fiscal year 1982 for both
direct and administrative costs adjust-
ed for inflation.

Mr. DOLE. Mr. President, as I un-
derstand it, the amendment has not
been cleared with the distinguished
Senator from Louisiana. I know of no
objection to the amendment, but I do
want to clear it with the Senator from
Louisiana.

Mr. MOYNIHAN. Mr. President, I
suggest that the Senator be kind
enough to have the amendment laid
aside, and I am sure we can clear it up
within the next 45 minutes. The Sena-
tor from New York is in full agree-
ment.

Mr. DURENBERGER. Mr. Presi-
dent, I ask unanimous consent that
this amendment be laid aside.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

UP AMENDMENT NO. 122

(Purpose: To require that all new State
waivers must comply with the unbundling
provisions)
Mr. DURENBERGER. Mr. Presi-

dent, I send an unprinted amendment

to the desk and ask for its immediate
consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as follows:
The Senator from Minnesota (Mr. DuR-

BERGER) proposes an unprinted amendment
numbered 122.

Mr. DURENBERGER. Mr. Presi-
dent, I ask unanimous consent that
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
On page 120, line 7, strIke out "and".
On page 120, lIne 14, strike out the period

and Insert "; and".
On page 120, between lines 14 and 15,

insert the following:
"(E) the Secretary determines that the

system requires hospitals to meet the re-
quirements of sections 1862(a)(14) and
1886a( 1 )(G).".

On page 121, line 15, insert "afid (E)"
after "(D)".

On page 123, line 2, strike out "and (D)"
and Insert "(D), and (E)".

Mr. DURENBERGER. Mr. Presi-
-.dent, this amendment closes a loop-
hole in the situtation where States are
granted a waiver to establish their
own hospital cost control systems.
That loophole makes it possible for
hospitals under a State system to shift
costs by unbundllng their services. For
example, laboratory tests for hospital
Inpatients can be bified by an outside
lab and paid as part B services, there-
by allowing a hospital to circumvent
the cost controls imposed by a State
system.

Except for a provision already incor-
porated in the bill by the Finance
Committee, this same loophole would
have been available under the prospec
tive payment system. It is necessary to
take the same action with respect to
State systems established under the
waiver authority contained in this bill.
As long as we allow the States to es-
tablish cost control systems we must
see to it that those systems do not
allow hospitals to game the system.

Mr. President, with the understand.
ing we had on the previous amend-
ment, I ask unanimous consent that
this amendment be temporarily laid
aside.

Mr. DOLE. Mr. President, before
that order, the Senator from Kansas
has no objection to the amendment.
They are both good amendments, but
they have not yet been cleared with
the distinguished Senator from Louisi-
ana. We will do that; and if he says
they are satisfactory, is it appropriate
to proceed without the Senator irom
Minnesota being present?

Mr. DURENBERGER. Under those
circumstances, it would be appropriate
for the Senator from Kansas to pro-
ceed with these amendments.

The PRESIDING OFFICER. With-
out objection, the amendment is laid
aside.
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UP AMENDMENT NO. 123

(Purpose: To make technical corrections)
Mr. DOLE. Mr. President, I send an

unprinted amendment to the desk and
ask for its immediate Consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as follows:
The Senator from Kansas (Mr. DOLE) pro-

poses an unprinted amendment numbered
123.

Mr. DOLE. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment Is as follows:
On page 4, line 24, strIke out "or members

of the Uniformed Services" and insert
'(other than for members of the Uniformed
Services)".

On page 7, line 15, strIke out "or members
of the Uniformed Services" and Insert
"(other than for members of the Uniformed
Services)".

On page 12, line 20, strike out "(i)" and
insert "(C)".

On page 12, line 23, strIke out '(ii)" and
insert "(D)".

On page 13, line 4, strIke out (i1i)" and
Insert "(E)".

On page 13, line 16, strike out 'taxable"
and Insert "calendar".

On page 14, lines 1 and 2, strike out
'clauses (i) and (ii)" and Insert "subpara-
graphs (C) and (D)".

On page 14, line 9 strike out "clauses (i)
and (ii)" and Insert "subparagraphs (C) and
(D)".

On page 17, line 11, before the period
Insert 'Sand by striking out '1974' and insert-
ing in lieu thereof '1982'

On page 17, line 17, strIke out '201" and
insert '111".

On page 17, line 19, before the period
insert "the first place it appears".

On page 18, line 14,, strIke out 'was not"
and insert "first becomes".

On page 18, line 15, strIke out "for" and
Insert 'after".

On page 18, line 19, strike out "or" and
Insert "including".

On page 18, line 19, after "(D)" insert "but
excluding a payment under the Railroad
Retirement Act of 1974 or 1937".

On page 19, line 3, after "becomes" insert
concurrently".

On page 19, line 3, alter "benefits" insert
"and such periodic payment".

On page 19, lines 4 through 6, strike out
'at such times as the Secretary determines
there has been a significant change in the
amount of such periodic payment" and
insert "under subsection (f)(9)(C)".

On page 19, line 7, strIke out "(ii)' and
insert "(i)".

On page 19, strike out lines 22 through 24,
and insert "for which the individual is eligi-
ble (or deemed to be eligible) for the initial
month for which he becomes concurrently
eligible for such old-age or disability insur-
ance benefits and such periodic payment.
For purposes of the preceding sentences".

On page 20, lines 16 and 17, strike out
or who die (before becoming eligible for
such benefits)".

On page 20, strIke out "or die" each place
it appears on lines 19, 21, 23, and 25.

On page 21, strike out lines 15 through 22.
On page 21, line 23, strike out '(iv)" and

insert (ill)".
On page 22, strike out lines 21 through 24,

and insert "individual who has 30 years or
more of coverage (as defined in paragraph
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(1)(C)(ii)). In the case of an individual who
has more than 24 years of coverage but less
than 30 years of coverage (as so defined).
the percent specified in subparagraph
(B)(ii) shall, if larger. be".

On page 23, strike out lines 1 and 2.
On page 23, line 3, strike out "(ii)" and

insert "(i)".
On page 23, line 4, after "years" insert 'of

coverage".
On page 23, line 5, strike out "(iii)" and

Insert "(ii)".
On page 23, line 7, strike out "(iv)" and

insert "(iii)".
On page 23, line 9, strike out "(v)" and

Insert "(iv)".
On page 23, line 11, strike out '(vi)" and

Insert "(v)".
On page 23, line 15, strike out "was not"

and Insert "first becomes".
On page 23, line 18, strike out "for" the

second place it appears and Insert "after".
On page 23, line 20. strike out 'or" and

insert "including",
On page 23, line 21, after "(D)" Insert "but

excluding a payment under the Railroad
Retirement Act of 1974 or 1937".

On page 23, line 24, strike out "for pur-
poses of" and Insert "during".

On page 23, line 25, after "benefits" insert
"and effective with the initial month for
which the individual becomes concurrently
eligible for such benefit and such periodic
payment,".

On page 24, line 11, strike out "entitled"
each place it appears and Insert "eligthle".

• On page 24, line 12, after "his" Insert
"concurrent",

• On page 24, line 13, before the period
Insert "and such periodic payment".

On page 24, line 19, before "bears" insert
"(but only counting any such months occur-
ring after 1956)".

On page 24, strike out lines 22 through 24,
and Insert "recomputed under subsection
(f)(9)(C).".

On page 27, line 3, strike out "In" and
Insert "Notwithstanding paragraph (4), in".

On page 27, line 8, Insert after "payment"
the followlng "effective with the month of
such change".

On page 27, line 9, strike out "202
(e)(2)(B)(i) and 202(f)(3)(BXi)" and Insert
"202(e)(2) and 202(fX3)".

On page 27, line 21, after "80" insert '(or
after attaining age 50 if she was entitled
before such marriage occurred to benefits
based on disability under this subsection)".

On page 28, line 5, after "80" Insert "(or
after attaining age 50 if he was entitled
before such marriage occurred to benefits
based on disability under this subsection)".

On page 28, line 25, after "individual"
Insert "who died before attaining age 62
and".

On page 29, line 1, strike out 'would' and
Insert "could".

On page 29, line 3, after 'individual"
Insert "(including any increases in such pri-
mary insurance amount under subsection
(i))''.

On page 29, lines 6 and 7, strike out
"became eligible for such benefits" and
Insert "meets the requirements of subpara-
graph (B) of paragraph (1) of such subsec-
tion".

On page 29, line 9, after "died" Insert 'but
in no case earlier than the actual year of
death".

On page 29. line 11. strike out °(ii)(II)"
and insert "(lii)".

On page 29, strike out lines 12 through 21
and insert the followthg

"(B) Notwithstanding subparagraph (A).
the primary insurance amount of such de-
ceased individual, for purposes of deterniin-
ing the benefit amount under section 202 (e)
or (f).".
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On page 30, strike out lines 1 through 4,

and insert the following:
(b) Section 215(i)(2)(A) of such Act is

amended in clause (ii)(II), by inserting after
"title" the following: '(including the pri
mary Insurance amount of a deceased hdi
vidual which is computed pursuant to sub-
section (a)(8)(A) solely for purposes of de-
termining the amount of the benefit under
subsection 202 (e) or (f))".

(c)(1) Section 202(e) of such Act is amend-
ed in paragraph (1)(D) and in the matter
following subparagraph (F)(ii), by inserting
"(as determined after application of section
215(a)(8))" after "primary Insurance
amount".

(2) Section 202(f) of such Act is amended
in paragraph (1)(D) in the matter following
subparagraph (F)(ii), by Inserting "(as de-
termined after application of section
215(a)(8))" after "primary insurance
amount".

(3)(A) Section 202(e)(2)(A) of such Act is
amended by striking out "(as determined"
and Inserting in lieu thereof "(as deter-
mined after application of section 215(a)(8)
where applicable and".

(B) Section 202(f)(3)(A) of such Act is
amended by striking out "(as determined"
and Inserting in lieu thereof "(as deter-
mined after application of section 215(a)(8)
where applicable and".

(d) The amendments made by this section
shall apply with respect to monthly insur-
ance benefits for months after December
1984 for individuals who first meet all crite-
ria for entitlement (otherthan making ap-
plication) to benefits under section 202 (e)
or (f) of the Social Security Act after De-
cember 1984.

On page 33, between lines 3 and 4, Insert
the following

(7) Section 202(m)(2)(B) of such Act (as
applicable after the enactment of section 2
of Public Law 97-123) is amended by strik-
ing out "subsection (q)(6)(A)(ii)" and Insert-
ing in lieu thereof "subsection (q)(6)(B)"

On page 40, line 23, strike out "2014" and
insert "2011".

On page 41, strike out lines 17 through 23
and Insert "duction factor applicable shall
be the same as under paragraph (1) for the
first 38 months included in either the reduc-
tion period (as defined in paragraph (8)) or
the adjusted reduction period (as defined in
paragraph (7)), and shall be five-twelfths of
one percent for all additional months in-
cluded in such period: and".

Beginning on page 41, line 24, strike out
through page 42, line 8, and insert the fol-
lowing:

"(B) for widow's insurance benefits and
widower's Insurance benefits—

"(i) the amount of the reduction at early
retirement age (as defined in section 216(a))
shall be 28.5 percent of the full benefit; and

"ii> the amount of the reduction for each
month in the reduction period (as defined in
paragraph (6)) or the adjusted reduction
period (as defined in paragraph (7)) shall be
established by linear interpolation between
28.5 percent at the month of attainment of
early retirement age, and 0 percent at the
month of attainment of retirment age.".

On page 43, strike out lines 19 through 22
and insert the following -.

(b) Section 215(a)(7)(B)(ii)(V) of such Act
(as added by section 112(a) of this Act) is
amended to read:

"(V) with respect to individuals who
become so eligible or die in 1988 or thereaf-
ter, the applicable percentage determined
under paragraph (8) for purposes of clause
(ii) of paragraph (1)(A).".

On page 43. line 25. strike out "113" and
insert "112".

On page 44, lines 2 through 4, strike out ",
and the 'applicable percentage' fOr purposes
of the first sentence of paragraph (7)(B).
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On page 44, in the heading to the chart,
strike out and the first sentence of para-
graph (7)(B)".

On page 45, line 21, strike out 'the age of'
and insert "age"

On page 47, between lines 21 and 22.
insert the following:

(m) The second sentence of section
223(d)(4) of such Act is amended by insert-
ing immediately after "subparagraph (D)
thereof" where it first appears the follow-
ing: "(or would be applicable to such individ-
uals but for the amendments made by the
Social Security Amendments of 1983)".

On page 47, strike out lines 22 through 24.
On page 48, strike out lines 14 through 17,

and Insert the following:
(b) The amendments made by this section

shall apply only with respect to individuals
who initially become eligible for old-age or
disability insurance benefits, or who die
before becoming eligible for such benefits,
after December 1983.

On page 51, strike out "such" on line 9
and all that follows through line 18, and
Insert in lieu thereof the following: "bene-
fits payable on the basis of the wages and
self-employment income on which such
benefits are based (excluding amounts with-
held from such benefits under section 1441
of the Internal Revenue Code of 1954)
equals the total amount of taxes payable
under sections 3101 and 1401 of the Internal
Revenue Code of 1954 (or the corresponding
provisions of prior law) with respect to such
wages and self-employment income (as de-
termined by the Secretary on the basis of".

On page 51, strike out lines 22 through 24,
and Insert in lieu thereof the following:
"Secretary shall take into account all bene-
f its payable on the basis of such wages and
self-employment income before such deter-
mination is made (wherever and to whomev-
er payable).".

On page 53, lines 17 and 18, strike out
"Aliens Not Permanent Residents" and
thsert "Certain Aliens".

On page 54, line 8, strike out "(5)" and
insert in lieu thereof "(6)",

On page 55, line 22, strike out "$250" and
insert "the amount to which a primary in-
surance amount of $250 is increased".

On page 58, line 20, strike out the end pa-
rentheses.

On page 58, line 23, insert an end paren-
theses before the period.

On page 57, line 11, Insert '(other than
payments of interest on, and repayments of
loans from, such Trust Funds, and reducing
the amount of any transfer to the Railroad
Retirement Account by the amount of any
transfer to such account from any such
Trust Fund)" after "calendar year".

On page 58, line 25, strike out "and 931"
and insert "931, and 933".

On page 66. line 14, strike out "first" and
Insert "forty-fifth".

On page 75, beginning with line 2, strike
out through line 24 and rnsert the following:
"before January 1, 1983, and so reported,
(L) 1.25 per centum of the wages (as so de
fined) paid after December 31, 1982, and
before January 1. 1984. and so reported, (M)
1 per centum of the wages (as so defined)
paid after December 31. 1983. and before
January 1, 1988, and so reported, (N) 1.06
per centum of the wages (as so defined) paid
after December 31, 1987, and before Janu-
ary 1, 1990, and so reported, (0) 120 per
centurn of the wages (as so defined) paid
after December 31, 1989, and before Janu-
ary 1, 2000, and so reported, and (P) 1,30 per
centum of the wages (as so defined) paid
after December 31, 1999. and so reported,".

(b) Section 201(b)(2) of such Act is amend.
ed by striking out clauses (K) through (M)
and inserting in lieu thereof the following:
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"(K) 1.2375 per centum of the amount of
selfemployment Income (as so defined) so
reported for any taxable year beginning
after December 31, 1981, and before Janu-
ary 1, 1983, (L) 0.9375 per centum of the
amount of self-employment income (as so
defined) so reported for any taxable year
beginning after December 31, 1982, and
before January 1, 1984, (M) 1 per centum of
the amount of self-employment income (as
so defined) so reported for any taxable year
beginning after December 31, 1983. and
before January 1, 1988, (N) 1.06 per centum
of the amount of self-employment income
(as so defined) so reported for any taxable
year beginning after December 31, 1987, and
before January 1, 1990, (0)1.20 per centum
of the self-employment income (as so de-
fined) so reported for any taxable year be
ginning after December 31, 1989, and before
January 1, 2000, and (P)".

On page 77, line 7, Insert a hyphen be-
tween "Old" and "Age".

On page 78, ilne 1, insert a hyphen be-
tween "Old" and "Age".

On page 78, line 9, insert a hyphen be-
tween "Old" and "Age".

On page 78, line 15, strike out the close
parentheses the second place it appears.

On page 78, line 19, Insert a close paren-
theses before the period.

On page 79, line 4, strIke out "equal to one
twenty-fourth of" and insert "not less than
an amount equal to (I)".

On page 79, line 6, strike out "period" and
Insert month".

On page 79, line 8, before the first period
insert ", divided by (II) the number of
months elapsing after the preceding month
and before January 1990".

On page 79, line 8, insert "The Managing
Trustee may, during this period, transfer
larger amounts than prescribed by the pre-
ceding sentence." after the period the first
place it appears and before the end quota-
tion marks.

On page 81, line 10, Insert a hyphen be-
tween "Old" and "Age".

On page 82, line 9, Insert a hyphen be-
tween "Old" and "Age".

On page 82, line 17, insert a hyphen be-
tween "Old" and "Age".

On page 83, line 8, strike out "equal to /24
of" and insert "not less than an amount
equal to (I)".

On page 83, line 10. strike out "period"
and insert 'month".

On page 83, line 12, before the first period
insert ', divided by (H) the number of
months easping after the preceding month
and before January 1990".

On page 83, line 12, insert "The Managing
Trustee may, during this period, transfer
larger amounts than prescribed by the pre-
ceding sentence." after the period the first
place it appears and before the end quota.
tion marks.

On page 83, lines 15 and 16, insert a
hyphen between "Old" and "Age".

On page 83, line 23, Insert a hyphen be-
tween "Old" and CAge".

On page' 84, line 8, insert a hyphen be-
tween "Old" and "Age".

On page 85, line 8, after 'shall' insert pe-
riodically".

On page 86, strike out lines 1 and 2.
On page 91, line 23, strike out all begin•

ning with "indebtedness" through line 24
and insert in lieu thereof "an indebtedness
or obligation of the United States for pur-
poses of sections 1305(2) and 3101 of title 31,
United".

On page 93, line 23, strike out all begin-
ning with "indebtedness" through line 24
and insert in lieu thereof "an indebtedness
or obligation of the United States for pur-
poses of sections 1305(2) and 3101 of title 31,
United".
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On page 95. line 24, strike out all begin-

ning with "indebtedness' through line 25
and Insert in lieu thereof "an indebtedness
or obligation of the United States for pur-
poses of sections 1305(2) and 3101 of title 31,
United".

On page 99, line 12, strike out 'member of
the public' and insert 'person".

Beginning on page 99, line 21 strike out
through page 100, line 2, and insert the fol-
lowing:

SEc. 148. (a) Section 218(e)(1)(A) of the
Social Security Act Is amended—

(1) by striking out "sections 3101 and 3111
of the Internal Revenue Code of 1954" and
inserting in lieu thereof "such sections";

(2) by striking out "within the thirty-day
period Immediately following the last day of
each calendar month" and Inserting in lieu
thereof "within the time prescribed under
regulations promulgated by the Secretary of
the Treasury for payment of the taxes im-
posed under sections 3101 and 3111 of the
Internal Revenue Code of 1954"; and

(3) by striking out "in such month".
On page 100, line 4, Insert "wages paid on"

after "due on".
On page 104, line 14, strike out "deferred".
On page 104, line 16, strike out "or".
On page 105, line 6, after "under" Insert

"or to".
On page 107, line 21, after "under" Insert

'or to".
On page 110, line 21, after "under" insert

"or to".
On page 111, between lines 10 and 11,

insert the foflowthg
(4) Section 203(f)(5)(C) of the Social Secu-

rity Act is amended by adding at the end
thereof the following new sentence: "The
term wages' does not include—

"(i) the amount of any payment made to,
or on behalf of, an employee or any of his
dependents (including any amount paid by
an employer for Insurance or annuities, or
into a fund, to provide for any such pay-
ment) on account of retirement, or

"(ii) any payment or series of payments by
an employer to an employee or any of his
dependents upon or after the termination of
the employee's employment relationship be-
cause of retirement after attaining an age
specified in a plan referred to in section
209(m)(2) or in a pension plan of the em
ployer.".

On page 115, line 17, after "(A)" Insert "of
section 211".

On page 116, lIne 4, after "amended by"
Insert "redesignating the subsection (c)
added by Public Law 97-377 as subsection
(d) and by".

On page 116, line 6, strike out "(d)" and
insert "(e)".

On page 116, line 11, after '(b)" Insert "of
this Act and section 211(a)(1)(A) of Public
Law 93-66".

On page 116, line 16, after "(b)" insert "of
this Act and section 211(a)(1)(A) of Public
Law 93-66".

On page liZ, line 24, strike out "reorting"
and irisert "reporting".

On page 118, line 5, strike out "1985" and
insert "1983'.

Beginning on page 119, line 18, strike out
through page 120, line 2, and insert:

'(6) In the case of any hospital which be-
comes subject to the taxes under section
3111 of the Internal Revenue Code of 1954,
with respect to any or all of its employ€es,
for part or all of a cost reporting period, and
was not subject to such taxes with respect
to any or all of its employees for all or part
of the 12-month cost reporting period re-
ferred to in subsection (b)(3)(A)(j), the Sec-
retary shall provide for an adjustment by
increasing the ba.e year amount referred to
in subsection (b)(3)(A)U) for such hospital
by an amount equal to the amount of such
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taxes which would have been paid or ac-
crued by such hospital for such base year if
such hospital had been subject to such
taxes for all of such base year with respect
to all its employees, minus the amount of
any .such taxes actually paid or accrued for
such base year".

On page 122, line 20, after "test' insert
at the option of the Secretary,".

On page 122, line 21, strike out hospftals'
and insert "State systems".

On page 126, line 17, after "(A)" insert
"but determined without the application of
subsection (a)".

On page 130, line, 8, before the comma
insert ", and the most recent case-mix data
available".

On page 131, line 7, strike out 'established
by the Secretary".

On page 132, lIne 14, strike out "or" and
Insert "and".

On page 133, line 1, strIke out °or" and
insert "and".

On page 134, lines 8 and 9, strike out "by
the applicable percentage increase under
subsection (b)(3)(B) for that particular
fiscal year" and Insert "for fiscal year 1985
by the applicable percentage increase under
subsection (b)(3)(B), and adjusted for subse-
quent fiscal years in accordance with the
final determination of the Secretary under
subsection (e)(4), and adjusted to reflect the
most recent case-mix data available".

On page 135, lines 18 and 19, strike out
"(and, if applicable, in a census division)".

On page 137, line 21, strike out "changes"
and Insert "charges".

On page 138, line 6, after 'payments"
Insert "projected or estimated to be".

On page 138, lines 7 through 9, strike out
"and the DRG rates shall be reduced to
compensate for any. payments under this
subparagraph in excess of such 6 percent".

On page 140, strike out lines 7 through 9.
On page 142, line 14, strike out "Secre-

tary" and Insert "Director of the Congres-
sional Office of Technology Assessment".

On page 142, line 20, strIke out "increase"
and insert "change".

On page 142, line 22, strike out "1985" and
Insert "1986".

On page 143, line 7, strIke out "1985" and
Insert "1986".

On page 143, strike out 'increase" each
place it appears on lines 8, 14. and 16 and
Insert "change".

On page 143, line 21, after "published"
insert "for public comment".

On page 143, line 24, strike out "1985" and
insert "1986'!.

On page 144, line 1, after "year" insert
"after such consideration of public com-
ment on the proposal as Is feasible in the
time available".

On page 148, line 3, strike out "efficiency"
and insert "efficacy".

On page 148, line 17, after "research"
insert "and experimentation, including clini-
cal research,".

On page 148, line 23, before the period
insert the following: "in accordance with
the provisions of section 552 of title 5,
United States Code (commonly referred to
as the Freedom of Information Act), except
that disclosure of such ln!ormation may be
made to the Secretary and to the Director
as may be necessary to carry out the func-
tions of the Commission".

On page 150, between lines 16 and 17,
insert the following:

"(L) The Commission shall be subject to
periodic audit by the General Accounting
Office.".

On page 150, line 17, strike out "(L)" and
insert "(M)".

On page 151, line 18, strike out "(d)" and
insert '(e)"
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On page 153, lIne 25. strIke out 'accuracy"

and insert va1idity".
On page 153. lIne 25, and page 154. line 1.

strike out "on such hospital's bills" and
insert provided by such hospttal'.

On page 154, strike out lines 13 through
[9.

On page 154, line 21, strIke out "(H) and
insert (G)".

On page 154, line 23, strike out 'section
1886(d)" and Insert "this title".

On page 158. line 3, strIke out "(H)' and
insert "(G)".

On page 158, line 5, after "practice" insert
0 since prior to October 1, 1982,".

On page 159, lines 15 and 16, strike out
legislative recommendations".
On page 159. strIke out lIne 19, and insert

DEG type classification of the discharges
of those Inpatients, and legislative recom-
mendations thereon.".

On page 160. line 24. strike out "also re-
ports" and insert "shall also report".

On page 161, line 2, insert "report" after
"also'.

On page 161. lInes 7 and 8, strike out
"whether hospitals located outside of the
fifty States and the District of Columbia
should be Included" and insert "a method
for including hospitals located outside of
the fifty States and the District of Colum-
bia".

On page 162k strIke out lInes 1 and 2 and
insert "point for the contract year that
begins In 1983. by an additional one-hall of
one percentage point for the contract year
that begins In 1984, and by an additional
one-fourth of one percentage point for the
contract year that begins In 1985.

On page 162, line 23. strIke out "continue"
and insert "conduct".

On page 164, line 6, strike out "The DRG
prospective payment" and insert "Payment
on the basis of the prospective",

On page 164. line 13, stdke out 'DRG".
On page 179, lIne 3, strIke out "they".
On page 179, lIne 4, before the period

insert "for the calendar year following the
year for which the deferral Is requested".

On page 179, line 12, strike out "granted"
and hisert "requested and subsequently

On page 179. line 24, strike out "base
year" and Insert "year for which the defer-
ral Is sought",

On page 180. line 10, strike out 'def erred".
On page 181. lines 6 and 7, strike out "de-

scribed In subparagraph (A)" and Insert
"which meets the requirements of subpara-
graphs (A) and (B) of paragraph (2) and".

Beginning on page 181. line 22. strIke out
through page 182, line 2 and hisert the fol-
lowlng

SEc. 413. (a) Section 3302(d)(4)(B) of the
Internal Revenue Code of 1954 Is amended
to read as foI1ows

'(B)(t) for purposes of subparagraph (B)
of subsection (c)(2), the total of the wages
(as determined without any limitation on
amount) attributable to such State subject
to contributions under this chapter with re-
spect to such calendar year, and

"(ii) for purposes of subparagraph (C) of
subsection (c)(2). the total of the remunera-
tion 8ubject to contributions under the
State unemployment compensation law
with respect to such calendar year.".

On page 182k line 3, strike out "sections
3302(c)(2)(B)(i) and 3302(c)(4)" and Insert
"section 3302(c)(2)(B)(i)". -

On page 182. line 4, strIke out "are each"
and insert "is".

On page 182, line 6, hisert "U.S." after "es-
timated".

On page 182, betweeen lines 8 and 9, hisert
the following:

(c) Section 3302(c)(2)(B) of such Code is
amended by inserting after "(if any)" the
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following: ", multiplied by the ratio of the
State's average annual wage in covered em-
ployment to the wage base under this chap-
ter,".

Mr. DOLE. Mr. President, this is
purely a technical amendment and
clears up a lot of drafting errors. This
has been cleared on both sides of the
aisle.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (UP No. 123) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. DOLE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
PRE55LER). Without objection. It is so
ordered.

UP AMENDMENT NO. 222

UP AMENDMENT NO. 122

Mr. DOLE. Mr. President. pending
are two amendments offered by the
distinguished Senator from Minnesota
(Mr. DURENBERGER). They were tempo-
rarily laid aside while we cleared the
amendment with the distinguished
ranking minority member, Senator
LONG.

I am now authorized to announce
that these amendments have been
cleared and we are prepared to pro-
ceed to the adoption of the amend-
ments.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ments en bloc of the Senator from
Minnesota.

The amendments (UP No. 121 and
UP No. 122) were agreed to en bloc.

Mr. DOLE. Mr. President. I move to
reconsider the vote by which the
amendments were agreed to en bloc
and also move to lay that motion on
the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 534

(Formerly UP Amendment No. 111.)
Mr. DOLE. What is the pending

business?
The PRESIDING OFFICER. The

amendment of the Senator from Indi-
ana (Mr. QUAYL) is the pending busi-
ness.

Mr. DOLE. Mr. President. I know
the Senator from Montana Is about
ready to offer an amendment, so I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.
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Mr. DOLE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOLE. Mr. President. the Sena-
tor from Kansas has been looking over
a list of amendments. I hope that it is
the complete list. We have disposed of
five amendments this morning, so we
are making some progress.

Senator BAucus will be returning in
a moment to take up his second
amendment. I also have on the list at
least one amendment by Senator
LEVIN, an amendment by Senator
LONG to exclude tax-exempt income in
the determination of taxable benefits:
an amendment by the distinguished
Presiding Officer, Senator PRESSLER.
liberalizing the earnings limitation for
the blind. We have been trying to de-
termine some way to accommodate the
Senator on the amendment, but we
have not been able to do that as yet.

There are two or three amendments
on the coverage of Federal employees
which, in the view of. the manager of
the bill, should be treated or discussed
all at about the same time.

There will be an amendment by the
Senator from Colorado (Mr. ARM-
sTRONG) covering nonprofits and the
Senator from Hawaii, Senator MAT-
5UNAGA, may have an amendment deal-
ing with certain people who retire in
the next 10 years who are now includ-
ed in the aliens provisions.

There may be an amendment of-
fered by the Senator from Kansas
with reference to health care cover-
age. But so far as the Senator from
Kansas knows, there are no other
amendments. If we do not go to con-
ference this afternoon and complete
the conference sometime between now
and tomorrow morning, then I assume
it will be most of tomorrow in confer-
ence. I know many Members would
like to have the conference report up
by some time early tomorrow after-
noon.

So we are prepared, where we can, to
try to accommodate Senators. We can
negotiate their amendments. If not,
we certainly would like to have them
offered and brought to a vote.

I yield to the Senator from New
York,

Mr. MOYNIHAN. Mr. President, for
those who may be listening to us in
their offices, might I on behalf of our
side of the aisle say. without In any
way reaching for the melodramatic, we
have been 2 years working to bring a
resolution to a problem that started,
you might say, with us shouting at the
top of our collective voices.. There was
great fear, great anxiety, a sense of
impending crisis, and, worse. a near
paralysis of will that accompanied the
dimension of the crisis as it was repre-
sented to us.

Somehow seemingly the 2 years of
labor we have put into this matter
have proved therapeutic as well as In.
structive and even somewhat sedative,
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We are in the last hours of this en-

terprise, and the sense of urgency
about it seems all but to have effer
vesced. That could create a real crisis
where, perhaps, others had been cre-
ated, if I may make that play on
Words.

May I offer my gentle encourage-
ment to the chairman's more firm re-
quest that Members come to the floor
with their amendments so that we
might conclude this matter in good
time?

Mr. BYRD. Mr. President, I wish to
say to the managers that Senator
Boa Is on his way to the floor.

One of the problems we have Is we
have committee meetings and we
should have objected to committees
sitting today. But Members are torn
between their responsibilities to go to
committees and their responsibility to
be here, and I have seen this happen
before.

Mr. BoRN Is on his way, and we will
soon have a Senator who will have an
amendment.

I was asked If I should put in a
quorum. I said it was not necessary, we
will just let the Senate roll along. But
it may not be a bad idea if I suggested
the absence of a quorum.

Mr. BAKER. We could yield back all
the time.

Mr. BYRD. Those words have a fa-
miliar ring to them.

I suggest the absence of a quorum
unless the majority leader has some-
thing else In mind.

Mr. BAKER. No, I support that re-
quest.

The PRESIDING OFFICER. The
clerk will call the roll.

The acting assistant legislative clerk
proceeded to call the roll.

Mr. BOREN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. BOREN. Mr. President, I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. It
would take unanimous consent to set
aside the Quayle amendment.

Mr. DOLE. Mr. President, I ask
unanimous consent that the Quayle
amendment be temporarily set aside.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

UP AMFNDMENT NO. 124

Mr. BOREN. Mr. President, I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk win report.

The legislative clerk read as follows:
The Senator from Oklahoma (Mr. BOREN)

proposes an unprinted amendment No. 124.
On page 116. in line 7 strike "$25,000" and

insert in its place '$20,000."
On page 116, in lIne 8 strike '$32,0OO" and

insert in its place '136,000."
Mr. BOREN. Mr. President, this is a

very simple and straightforward
amendment. It really is an issue of
philosophy more than anything else
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because it is revenue neutral. In other

words, the provision does not change
at all the amount of money that is
being raised in terms of benefits and
additional revenues for the social secu-
rity system. It simply eliminates the
marriage penalty Imposed by the
thresholds for the taxation of social
security benefits.

H.R. 1900 sets the threshold for tax-
ation of social security benefits at
$25,000 for individuals and at $32,000
for couples. In other words, we will
begin to tax one-half of the social se-
curity benefit after an individual has
income of $25,000 or more and after a
couple has income of $32,000 or more.
This approach imposes a very signif i-
cant penalty upon married couples.

It is clear that if you had two single
individuals living in the same house-
hold, they would be able to jointly
have $50,000 of income before any of
their social security benefits would
become taxable. But in the case of a
married couple, they would only be al-
lowed, under the present package, to
have $32,000. of income. So we are
dealing with a very significant mar-
riage penalty.

To alleviate this problem, the
amendment which I have offered pro-
poses to set these thresholds at
$20,000 for individuals and $36,000 for
joint filers, for married couples. This
change, as I have said, will generate
the same amount of revenue as would
the thresholds in H.R. 1900, and the
amendment is thus revenue neutral.
But, more Importantly, however, elimi-
nating the marriage penalty will
remove the disincentive for marriage
among recipients of taxable social se-
curity benefits.

Mr. President, I realize that this
amendment is not• totally without
some controversy. It would mean low-
ering the threshold for individuals If
we are going to keep it revenue neu-
tral, and I believe that is the only re-
sponsible way to do it so that we do
not upset revenue figures of this pack-
age. We have set the figure at $20,000
for individuals. With the changes that
have been adopted by the committee
to avoid the notch problem, it is possi-
ble that there would be some very
slight amount of taxation at levels
slightly below the $20,000 under the
sliding scale which has been adopted.

I simply think that we should not
have another area of law where we
again write in a marriage penalty. We
worked for many years now to try to
remove the marriage penalty as much
as possible from the income tax law.
In fact, this suggestion came to me in
a series of public meetings which I
held in my own State shortly after the
first of the year. They were the iest
attended meetings that I have ever
held. I held them in all geographical
areas of the State. Many hundreds of
people attended each meeting, repre-
senting a cross•section of those com-
munities. And at every single meeting
that I held, when I asked the audience
for suggestions that they themselves
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might offer, suggestions from the citi-

zens in terms of trying to Improve this
package, in every single meeting some-
one raised the issue of the marriage
penalty.

They said, 'We do not think it is fair
for a married couple to only have
$32,000 of income exempt and for two
single people to have $50,000."

In every one of these meetings I
took an informal poll of the audience
in regard to this suggestion and in
every case there was a unanimous sup-
port for changing the figures so that
we could do away with the marriage -

penalty.
There are other advantages that

couples have in sharing a single house-
hold that individuals do not have, so
we have not made it exact. The
$20,000 figure and the $36,000 figure
were selected to approach, at least ap-
proach, neutrality as far as any poten-
tial marriage penalty is concerned. It
is not exact. Those figures were select-
ed because we wanted, as much as pos-
sible, to avoid going below the $20,000
figure as a threshold for the taxation
of benefits, and also those figures were
chosen so that we could be sure that
we wrote this amendment in a form
that would make it revenue neutral; it
would not Impose an additional reve-
nue burden on the taxes which have
already been worked out.

I think that pretty well explains it,
Mr. President. There is certainly room
for a difference of opinion on this
point. But philosophically, I simply
think it is important that we not go
into another area of law and begin by
haviig the marriage penalty as a part
of it. I think this is a matter appropri-
ately that the Senate should at least
consider and make its own judgment
upon.

I believe I have adequately ex-
plained the provision. There should
not be any necessity, at least on my
part, for a prolonged debate on this
matter.

Mr. DOLE. Mr. President, I thank
the distinguished Senator from Okla-
homa. He did discuss this in the com-
mittee and he did indicate that this
question had been asked in a number
of meetings. He raised a very serious
philosophical questior. I think the
problem that we had at the committee
level, and also when we discussed this
problem at the National Commission
level, was that the amendment would
create wide differences between the
benefit taxation threshold for singles
and couples in order to reduce the
marriage penalty effect while still rais-
ing the same amount of revenue for
the trust funds.

The Senator is correct, this revenue
is neutral. This does not do anything
to upset the rather delicate balance we
have in the trust funds. However, we
are advised that the effect for singles
is to begin taxing at income levels of
around $16,000, significantly lower
than the $20,000 threshold recom-
mended by the National Commission.
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We are also advised that because of

the differences In demographics be-
tween the group affected by the bene-
fit taxation and the group affected by
the general Income tax marriage pen-
alty that there will be more single-
filing widows or widowers under this
provision.

While I certainly think as the Sena-
tor has Indicated, it should be consid-
ered by the Senate, we struggled with
the thresholds for a long time. The
present threshold, as the Senator out-
lined, is $25,000 for singles and $32,000
for couples. Under his proposal,
would be $20,000 for singles and
$36,000 for couples. Bentsen

While this Senator can understand Bingaman

the reason to try to correct the mar-
riage penalty, which we focused on In Byrd
the 1981 tax bill—we did not do it all Chiles
but we did go part way—I would hope DeConcini

that the amendment would not be ac- Eageton

cepted, though I understand the prob- Exon
lem, because it would create this
rather wide variance between singles
and couples and would, as I have Indi-
cated, probably permit or authorize
the tax benefits for singles at income
levels around $16,000.

For those reasons, I hope the
aniendment will not be accepted..

Did the Senator want a rollcall?
Mr. BOREN. Mr. President, I would

like to have a rollcall vote on this
amendment.

I appreciate the comments of the
distinguished chairman of the commit-
tee. I do understand the argument he
makes. The truth of the matter Is that
neither way Is the right way. We
cannot be exactly perfect. I do hope
that If for any reason this amendment
Is not accepted, we will come back to
this point at a later time and try to
work on it. I do think this Is an impor-
tant enough philosophical question in
terms of the taxation benefits that we
should vote on it.

I would point out that any taxation
on income below $20,000 would be very
minimal because it is simply a phase
into the $20,000 figure to avoid the
problem.

Mr. President, I think the issue has
been pretty well clarified.

I do ask for the yeas and nays on the
amendment.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment of the Senator from Oklahoma.
The yeas and nays have been ordered
and the clerk will call the roll.

The legislative clerk called the roll.
Mr. STEVENS. I announce that the

Senator from South Dakota (Mr.
ABDNOR) and the Senator from Ala-
bama (Mr. DToN) are necessarily
absent.

I further announce that, if present
and voting, the Senator from Alabama
(Mr. DENTON) would vote "nay".

Mr. CRANSTON. I announce that
the Senator from South Carolina (Mr.
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HouiNas) and the Senator from Mas-
sachusetts (Mr. KENNEDY) are neces-
sarily absent.

I further announce that, if present
and voting, the Senator from Massa-
chusetts (Mr. KENWEDY) would vote
"nay".

The PRESIDING OFFICER (Mr.
KitsmN). Are there any other Senators
in the Chamber wishing to vote?

The result was announced—yeas 34,
nays 62, as follows:

(Roilcall Vote No. 46 Leg.)
YEAS—34

Goldwater
Hawkins
Heflin
Helms
Humphrey
Kassebaum
Kasten
Long
Mattingly
McClure
Meicher
Nickles

NAYS—62
Grassley
Hart
Hatch
Hatfield
Hecht
Heinz
Huddleston
Inouye
Jackson
Jepsen
Johnston
Lautenbeyg
Laxalt
Leahy
Levtn
Lugar
Mathias
Matsunaga
Metzenbaum
Mitchell
Moynthan

NOT VOTING—4
Hollings
Kennedy

So Mr. Boiuw's amendment (UP No.
124) was rejected.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was rejected.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Several Senators addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Washington.

UP AMENDMENT NO. 125

(Purpose: To prevent double payment of
Social Security taxes on compensation
paid to medical school faculty members)
Mr. GORTON. Mr.. President, I send

an amendment to the desk and ask for
its Immediate consideration.

The PRESIDING OFFICER. Is
there objection to laying aside the
Quayle amendment?

Without objection, the Quayle
amendment is laid aside.

The amendment of the Senator from
Washington will be stated.

The assistant legislative clerk read
as follows:

The Senator. from Washington (Mr.
G0RT0N). for himself and Mr. JAcKsoN, Mr.
Stevens, Mr. MURK0w5KI. Mr. SyIs, and
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Mr. McCLuRE. proposes an unprinted
amendment numbered 125.

Mr. GORTON. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
At the appropriate place in the bilL insert

the following new section:
SEC. Professors of Clinical Medicine—

Section 3121 (s) (relating to concurrent em-
ployment by two or more employers) is
amended to read as follows:

(s) CONCURRENT EMPLoYMENT BY Two OR
MORE EMPLOYERS.—

(1) 1w GENERAL—For purposes of sections
3102, 3111, and 3121 (a)(1), if two or more
related corporations concurrently employ
the same individual and compensate such
individual through a common paymaster
which is one of such corporations, each such
corporation shall be considered to have paid
as remuneration to such individual only the
amounts actuafly disbursed by it to such in-
dividual and shall not be considered to have
paid as remuneration to such individual
amounts actually disbursed to such individ-
ual by another of such corporations.

(2) UNIvsrnEs AND EXEMPT ORGANIZA
TIoNS.—For purposes of this subsection—

(A) the following entities shall be deemed
to be related corporations:

(I) a state university which employs
health care professionals as faculty mem-
bers at a medical school, and

(ii) a facu1ty practice plan qualified as an
exempt organization under section 501(c)(3)
which employs facu1ty members of such
medical school: Provided, however, That 30
percent or more of the employees of such
plan are concurrently employed by such
medical school; and

(B) remuneration which—
(1) Is disbursed by such faculty practice

plan to an individual employed by both such
entities, and
(ii) when added to remuneration actually
disbursed (prior to the application of this
paragraph) by such university, exceeds the
contribution and benefit base (as deter-
mined under section 230 of the Social Secu-
rity Act),
shall be deemed to have been actually dis-
bursed by such university as a common pay-
master and not to have been actually dis-
bursed by such faculty practice plan.

Mr. GORTON. Mr. President, on
March 18, last Friday, this body adopt-
ed an amendment numbered 85, of-
fered by myself and the Senators from
Alaska, Washington, and Idaho, relat-
ing to the common paymaster doctrine
and the joint employees of State medi-
cal schools and faculty practice p'ans.

That amendment was technically de-
ficient in one or two minor respects
and did not cover the situation of the
University of Colorado, which I had
represented it was designed to cover at
that time.

I ask unanimous consent that the
amendment I have just proposed be
substituted for amendment No. 85.

The PRESIDING OFFICER. Is
there objection? The Chair hears
none, and it is so ordered.

Nunu
Pryor
Randolph
Roth
Sarbanes
Stennis
Symnis
Thurmond
Tsongas
Zoririsky

Murkowski
Packwood
Pell
Perc,
Pressler
Proxmlre
Quayle
Riegle
Rudnian
Sasser
Simpson
Specter
Stafford
Stevens
Tower
Thble
wallop
warner
Weicker
Wilson

Baker
Baucus
BideD
Boschwltz
Bradley
Bumpers
Chafee
Cochran
Cohen
Cranston
D'Aniato
Dan! orth
Dixon
Dodd
Dole
Domenici
Durenbcrger
Ford
Garn
Glenn
Gorton

Abdnor
Denton
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UP AMENDMENT NO. 26

(Purpose: To provide coverage for newly
hired Federal workers when a supplemen-
tal per.zion program is in place)
Mr. LONG. Mr. President, I send an

amendment to the desk.
The PRESIDING OFFICER. The

amendment will be stated.
The assistant legislative clerk read

as follows:
The Senator from Louisiana (Mr. LONG)

proposes an unprinted amendment num-
bered 126.

Mr. LONG. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Without objection, the Quayle
amendment is laid aside, and the Sena-
tor from Louisiana Is recognized.

The amendment is as follows:
On page 9, strike out lines 13 through 15

and insert the following:
(c) The amendments made by this section

shall be effective with respect to remunera-
tion paid after December 31, 1983, if, prior
to such date, there has been enacted into
law, a supplemental pension program for
Federal workers hired after such date which
the Congress may determine to be approprt-
ate to coordinate coverage under the Feder-
al Civil Service Retirement System with the
coverage of such Federal workers under title
II of the Social Security Act. If no such pro-
gram has been enacted by such date, the
amendments made by this section shall not
become effective until (and with respect to
remuneration paid after) the last day of the
first month ending at lent 20 days after the
date of enactment of legislation described in
the preceding sentence, and all references to
"December 31, 1983" in section 210(a)(5) of
the Social Security Act and section
3121(b)(5) of the Internal Revenue Code of
1954 shall be deemed to be references to the
last day of such later month. Notwithstand-
ing the preceding provisions of this subsec-
tion, the amendments made by this section
shall be effective with respect to remunera-
tion paid after December 31, 1983 In the
case of service described In clauses (i), (ii),
or (iii) of section 210(a)(5) of the Social Se-
curity Act as amended by this section and
the precedixg sentences of this subsection
shall not apply to such service.

Mr. LONG. Mr. President, the
amendment I have at the desk is the
same amendment, with a modification,
in which I have been joined by more
than 20 cosponsors, and I invite other
cosponsors to add their names to this
amendment.

Mr. CRANSTON. Mr. President, will
the Senator add my name, please?

Mr. LONG. Mr. President, I ask
unanimous consent that the name of
the Senator from California (Mr.
CRANSTON) be added as a cosponsor of
the amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. LONG. Mr. President, if other
Senators would like their names
added, I will do so.

The reason why I have not included
the names of the cosponsors of my
original amendment at this point is
that I have modified the amendment
to make clear that Members of Con-
grc'ss. in voting for this amendment,
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are not seeking any advantage for
themselves.

As first drafted, the amendment
would simply have postponed the sec-
tion that would have put new Federal
employees under social security until
such time as Congress can see what
the supplemental civil service program
will be. In oi'der that there can be no
misunderstanding about our inten-
tions, I have modified the amendment
so that any postponement in social se-
curity coverage would not apply to
Members of Congress, to the President
of the United States, to the Vice Presi-
dent of the United States, or to the
National Commission on Social Secu-
rity.

That being the case, Mr. President,
Senators who vote for the amendment
can understand that they are not
voting anything for themselves, or any
advantage so far as Members of Con-
gress are concerned. They are voting
to do justice to the Federal employees
as the good Lord gives us the light to
see it.

Mr. President, I am proposing an
amendment to the social security fi-
nancing bill which will assure Federal
employees that the stated purposes of
that bill are carried out. The Finance
Committee bill states In its title that it
Is a bill to implement the consensus
recommendations of the National
Commission on Social Security
Reform. In recommending that Feder-
al employees be covered under social
security, the Commission said that "an
independent supplemental retirement
plan should be developed for the Fed-
eral new hires, which would be part of
the civil service retirement system."

My amendment makes the coverage
of new employees dependent upon ac-
complishing both parts of the Com-
mission's recommendations.

Dr. Alan Greenspan, the Chairman
of the Social Security Commission, ex-
plained what the Commission intend-
ed when he testified before the Fi-
nance Committee. Senator Biox
asked whether the Commission in-
tended that Congress should devise a
civil service retirement system that
would supplement the social security
benefits of new employees when they
retire, so that their benefits would
attain total levels equivalent of the
civil service benefits present employ-
ees receive. Dr. Greenspan's response
was:

That's implied in much of our recommen-
dations, although we do not specifically
stipulate in any considerable detail what
the Congress should do; but I think a large
number of us could have very explicit a.-
sumptions which pretty much go in that di-
rection.

Mr. Robert Ball, former Social Secu-
rity Commissioner and member of the
National Commission, stated in a
letter his intention on this matter:

The combination of.social security cover-
age and newly designed benefit provisions
within the civil service retirernen system
for new employees should be set up in such
a vay that, overall, the combination will
provide as good protection as the present
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civil survice system does alone. There is no
intention to diminish the protection of
these new employees as compared to the
prcscntly employed.

Mr. Robert Myers, the Executive Di-
rector of the Commission, told the
committee that such a plan could be
easily developed.

The pending amendment simply as-
sures Federal employees that wnat we
now say should be done, and what we
now say can be done, will be done. It
says that the coverage of new Federal
employees under social security will
become law. But itwill take place only
when we live up to our part of the bar-
gain—when we put in place for those
new Federal employees a supplemen-
tal retirement system which will make
them also participants in a modified
version of the civil service retirement
program.

HOW CURRENT EMPLOYEES RZ AFFEcTED

Those who oppose this amendment
have argued that current Federal em-
ployees are not affected by the com-
mittee bill, They say that the bill
before us covers only new Federal em-
ployees and should not be of concern
to those already in the system.

There Is much confusion on this
matter, but the heart of the matter is
simple. There is a clear community of
interest between current and future
Federal employees, The fate of the
civil service retirement program for
future employees Is Intimately tied to
the fate of that system for current em-
ployees. Federal employees are well
aware of that.

If there were any doubt that current
Federal employees have grounds for
concern, that doubt has been removed
by the testimony of the adininistra-
tion. If the printed record of hearings
were available to Senators, I doubt
that any Member of this body could•
read the administration's testimony
without concluding that Federal em-
ployees rightly feel that the security
of the existing program Is threatened.

Mr. Donald Devine, the Director of
the agency responsible for the civil
service system, appeared before the
committee on February 23. He used
the occasion to spell ou the adminis-
tration's plans in detail.

This is not the legislative context to
debate the substance of what adminis-
tration proposes, but their testimony
leaves no room for doubt that Federal
employees have grounds for concern,
Mr. Devine spelled out plans for bene-
fit reductions of such a magnitude
that they would cut the costs of the
civil service program by 37 percent.
Moreover, he administration further
plans to require an increase of over 50
percent in what Federal employees
pay to support that reduced program.
Changes of that order are clearly a
matter for Federal employee concern.

The administration proposals relate
to both present and future Federal
employees.

Why is it that Federal employees are
not satisfied with depending on the
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expressed good will of Congress? The
answer is that once this bill is enacted
we may not be in a very good position
to make good on our intentions.

In a letter from the chairman of the
subcommittee that deals with the civil
service program, Senator STEvs ac-
knowledges the validity of their con-
cern by stating:

The Civil Service Retirement Trust Fund
could eventually experience serious financ-
ng problems if new Federal employees no
longer participate In he Civil Service Re-
Liremen System.

The Senator from Alaska goes on to
assure that he does not intend to cut
their benefits.

No one doubts Senator STEVENS' sin-
cerity, but Congress cannot ordinarily
enact laws without the consent of the
President. The President has already
announced his position on how he
would cut back the civil service retire-
ment program for both present and
future Federal employees.

U new Federal employees are cov-
ered under social security before a
supplemental plan has been enacted,
the President will have considerably
more say about what that Legislation
does to existing employees. This Is pre-
cisely the situation that worries Feder-
al employees.

This situation Is not of the Federal
employees' making. It is not their
fault that Congress feels constrained
to act on social security before it is
ready with Its plan for civil service. It
is not the Federal employees who
wield the threat of a veto—it is the
President. My amendment maintains
their ability—and the ability of the
Congress—to work out this matter in
an atmosphere of legislative neutral-
ity.

This amendment does not change
the basic thrust of the bill. It endorses
the concept of covering new FederaJ
employees under social security. It
provides that such coverage can be ef-
fective as early as the bill now pro-
poses—January 1 of next year. It does
not undermine but rather reaffirms
the commitment of the Congress to
this important change In public policy.
But it recognizes that this policy
change is part of a bargain. One side
of the bargain is social security cover-
age; the other side is a new supple-
mental retirement plan. This amend-
ment Links the two sides.

My amendment as originally drafted
simply provided that the committee
provisions relating to coverage of Fed-
etal employees would take place at
such time as the promised supplemen-
tal plan is enacted. I have modified
the amendment to provide that the
coverage of Members of Congress will
not be contingent upon further legisla-
tion but will go into effect on January
1. 1984, even if the supplemental plan
has not yet been enacted. This change
would also apply to the committee
provisions which cover the President.
Vice President, and C6mmissioner of
Social Security on that date.
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Mr. LONG. Mr. President, I ask
unanimous consent that the names of
the following Scnators be added as co-
sponsors: the Senator from Maryland
(Mr. SARBANE5), the Senator from
Ohio (Mr. GLENN), the Senator from
Michigan (Mr. RIEGLE), the Senator
from Montana (Mr. BAucus), the Sen-
ator from Tennessee (Mr. SAssEn), the
Senator from South Carolina (Mr.
Hot LING5),' the Senator from Virginia
(Mr. WARNER), the Senator from Ar-
kansas (Mr. PRY0R), the Senator from
Maryland (Mr. MATHIA5), and the Sen-
ator from Kentucky (Mr. HUDDLE5-
TON).

The PRESIDING OFFICER. WIth
out objection, it is so ordered.

Mr. GOLDWATER. Mr. President.
will the S&iator yield for a unani-
mous-consent request?

Mr. LONG. I yield.
Mr. GOLDWATER. Mr. President, I

ask unanimous consent that I be listed
as a cosponsor of this amendment.

Mr. LONG, I am happy to ask that
the Senator be added as a cosponsor.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. LONG. Mr. President, I further
ask unanimous consent that the Sena-
tor from Arizona (Mr. DECONcINI), the
Senator from Oklahoma (Mr. BoaN),
the Senator from Illinois (Mr. DIXoN),
the Senator from Wisconsin (Mr.
PR0XMIRE), the Senator from New
Mexico (Mr. BINGAitAN), and the Sena-
tor from Hawaii (Mr. MAT5UNAOA) be
added as cosponsors.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. MATSUNAGA. Mr. President, if
the Senator will yield, I wish to com-
mend the Senator from Louisiana for
offering this amendment.

I think there was great confusion as
was expressed In the committee when
this matter wasfirst taken up relative
to how much the new Federal employ-
ees would be paying into this system
and how much into the civil service re-
tirement system.

I thtnk the initial amendment which
the Senator had intended to offer
would have met that objective. The
supplemental plan for new civil service
employees needed to be formulated
before they came under the coverage
of the civil service system was a sound
one.

I think the modification which the
Senator has made even improved the
amendment, and I congratulate the
Senator.

Mr. LONG. I thank the Senator.
Mr. President, let me make it clear

that I favor bringing the civil service
employees under social security cover-
age. I do not and will not favor or sup-
port an amendment that would pre-
vent them from coming under that
coverage. I know that some do not
wish to come under social security, but
I do not share that view. I do think
that it is unfair to ask these employees
to buy a pig in a poke. I think it is
unfair to ask them to agree to an ar-
rangement whereby they would lose

March 23, 198i
this financial support that flows into
their present retirement program,
meaning that the program could
wither and die without additional
funding, and also the new employees
would be separated from the old em-
ployees so that their strength would
be diluted and they would be less
potent in defending their position—
and then to proceed then to provide
them with some reduced program.

Most of us have told the employees
that we are not in favor of reducing
what they have, but that is not what
the administration testified for. It tes-
tified for cutting that program and
making them pay more for rcduced
benefits.

Just to be sure this does not work
out that way, it seems to me we should
try to maintain legislative neutrality.

Mr. MATSUNAGA. Mr. President, if
the Senator will yield further, it is my
understanding that the Senator's
amendment will not in any way ad-
versely affect present civil service em-
ployees or present retirees under the
civil service retirement system.

Mr. LONG. No, it would not.
I thank the Senator.
Mr. MATSUNAGA. I thank the Sen-

ator.
Mr. CRANSTON. Mr. President, will

the Senator yield to me to make a
brief statement In behalf of the
amendment? -

Mr. LONG. I yield the floor at this
point.

Mr. CRANSTON. Mr. President, I
rise in support of the amendment of-
fered by Senator LONG—I am delighted
to Join as an original cosponsor of the
new version: I was a sponsor of the old
version—to delay bringing new Federal
employees into the social security
system until such time as Congress
has provided a modified Federal retire-
ment system which coordinates bene-
fits with the social security system and
protects the integrity of the Federal
retirement system.

Because I believe that existing and
future Federal employees should re-
ceive reasonable assurances that their
retirement will be adequately guarded,
I have withheld my support from the
social security reform package until
those of us concerned about Federal
employees have had an opportunity to
seek to defend their interests.

I think it is unfair to present em-
ployees of the Federal Government to
ask them to risk their civil service re-
tirement system and unfair to future
employees to ask them to give up their
retirement system without an oppor-
tunity to participate in the design of a
new system to supplement social secu-
rity.

That is what is involved here—
simply fairness.

And that is why I am very pleased to
cosponsor the pending amendment. It
is a serious, realistic effort to provide
Federal employees a fair opportunity
to share in the design of a revamped
retirement system.



March 23, .1983

The amendment retains the compro-
mise worked out in the Commissicn on
Social Security Reform. It does not
violate the terms of that very impor-
tant accord. Rather, it responds to the
Commission's recommendation that
Federal employees be afforded the
protection of a supplemental civil serv-
ice retirement system and the assur-
ances to the Finance Committee by
both the Commission Chairman. Alan
Greenspan, and its Executive Director,
Robert Ball. that such a supplemental
plan could be easily designed.

I say "fine, let us get on with that
job;" but it is totally unfair to ask
present and future Federal workers to
buy a pig in a poke.

What is more, the pending amend-
ment leaves intact the decision that
new Federal employees will indeed be
covered by social security. No one is
trying to reverse that decision by this
amendment.

What is provided by the amendment
is a reasonable amount of tune, under
conditions which are fair to Federal
employees and postal workers, for
Congress to act to put in place a co-
ordmated supplemental retirement
program before coverage under social
security begins.

Federal workers' retirement benefits
are part of the incentive offered to en-
courage talented people to pursue ca-
reers with the Federal Government.

Many aspects of the Federal retire-
ment program are not duplicated in
social security. The two are not equiv-
alents and were never Intended to be.
Rather, civil service retirement is the
counterpart to the pension program of
a private enterprize.

Placing Federal employees under
social security would have the effect
of drastically reducing the total bene-
fits they now earn under the terms of
their retirement system.

Why does social security coverage of
new Federal employees affect existing
Federal employees? Let us explore
thnt question—for there is far more at
stake here than just what kind of sup-
plemental package, if any, will be de-
signed and enacted.

First, as the numbers of Federal em
ployees Investing In civil service retire-
ment declines, it becomes more and
more easy to reduce the benefit struc-
ture and increase the worker contribu-
tion.

Second, this administration has dem-
onstrated its tremendous hostility to
Federal employees In a wariety of
ways—layoffs, RIF's, pay freezes,
health insurance reductions, expropri-
ated medicare contributions—and now
has zeroed in directly on civil service
retirement.

The President has made controver-
sial recommendations for very harsh
cutbacks in Federal retirement. Into
the middle of this controversy has
stepped the recommendation of the
Social Security Commission to bring
new Federal employees under social
security. The Commission could not be
e'pected to solve the problem of co-
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ordination of Federal benefits with
social security benefits: that is a job
for Congress.

And there is an enormous risk that
this anti-Federal worker President.
this anti-Federal worker administra-
tion, wil' try to ram through these
kinds of major cuts in the Federal civil
service retirement system in which so
many millions of Americans have a
vested, earned interest—ram them
through without full and fair consider-
ation—as the price for administration
support of any kind of supplemental
package.

Given these circumstances, it is per-
fectly understandable why Federal
and posta] employees have resisted the
recommendation of the Commission
and strongly support the pending
amendment.

This is a situation in which good
faith is called for.

The Senate has an opportunity by
approving the Long amendment to
demonstrate to employees of the Fed-
eral Government that it wishes to deal
fairly with Federal workers and give
them a fair chance to negotiate on
supplemental and existing benefits
without both arms being tied behind
their backs.

Finally, Mr. President, the support
of Federal workers' unions for this
amendment constitutes a tacit recogni-
tion—although certainly not an en-
dorsement—thaL the Senate will ap-
prove bringing new Federal workers
Into the social security system, as rec-
ommended by the Social Security
Commission.

Theirs is a realistic and most con-
structive concession. It gives us an op-
portunity to move forward fairly, by
adopting the Long amendment and
then approving the social security
reform package in a manner that
avoids a totally coercive decision.

I urge the Senate to adopt our col-
league's sensible and fair amendment.
It will greatly enhance the opportuni-
ty for a successful outcome on the
matter of revising the Federal retire-
ment systems.

I thank the Senator, Senator LONG,
for his leadership In this matter.

Mr. STEVENS. Mr. President. will
the Senator yield for just one ques-
tion?

Mr. CRANSTON. Yes.
Mr. STEVENS. Does the Senator

know of any Government employees
union that has endorsed the .statement
he Just made that they would support
inclusion under social security? If the
Senator has led the Senate to believe
that Senator LoNG's amendment is car-
rying out the recommendation of the
Social Security Commission and that
Government employee groups have
welcomed coverage Under the social Se-
cuilty system, assuming the Long
amendment passes, I would ask the
Senator directly, does he know of any
Government employees organization
that has endorsed coverage under
social security for Government em-
ployees?
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Mr. CRANSTON. No, and I did not
say that. I said they have even given
tacit support to this amendment as a
better approach than what is present-
ly proposed for them.

Mr. LONG. Mr. President. will the
Senator yield?

Mr. CRANSTON. Certainly.
Mr. LONG. Let us just make a good

faith proposition, If those who spon-
sor this bill will bring their supple-
mental plan in here, I will withdraw
the amendment—just being the plan
in here as to what the new Federal
employees are going to get, and add it
to the bill right here.

Mr. STEVENS. I would be happy to
bring the bill I introduced last year,
and we will have it in 5 minutes. It was
opposed by every employee organiza-
tion because they were assured the
Long amendment wa going to pass,
and they will not be included.

Let us just say Government employ-
ees will not be included in social secu-
rity. That is the effect of your amend-
inent. But you are leading the Senate
to believe that somehow if we pass the
amend.inent Government employees
are going to be happy to be Included
under sociaj security.

I have been involved in this thing—
and I have respect for the Senator
with regard to the Finance Commit-
tee's operations—inore so, with the ex-
ception of the Senator from North
Dakota, who left the Civil Service Sub-
committee just 2 years ago. I have
been dealing with this thing more
than anybody In the Senate.

I want you to know, my good friend,
if your amendment passes, Govern-
ment employees will never come under
social security, and we ought to just
pass that amendment Instead of yours
because we are leading the Senate to
believe we are going to accept the
Social SecwIty Commission's recom-
mendations.

Mr. LQNG. Mr. President, basically
What the Senator from Alaska is
saying is that he needs to separate the
Federal employees from their existing
program so .as to have the leverage
over them to make the kind of 50 per-
cent increase in contributions or 35
percent benefit cuts the administra-
tion is recommending.

If he will bring In a program that
would be as favorable to the employ-
ees as the one they have now, so far as
this Senator is concerned, we should
add it to this bill. But that is not what
the Senator is talking about. He is
talking about offering an amendment
to say something different from that.
If someone will come up with an
amendment that will assure the Feder-
al employees are going to have as good
a supplemental prDgram as they have
right now, as far as this Senator is
concerned, I will not insist on my
amendment,

Mr. STEVENS. Mr. President, if the
Senator will yield again, I would be
happy to offer my bill as an amend-
rnent to this bill. I would be happy to



S 3702
have it become law. It is a better
system than we have now because
today, whether we realize it or not, the
Civil Service Retirement• System's un•
funded liability is over $500 billion. We
formed a Presidentia] commission, and
we are dealing with social security
that will have an immediate liability
of $179 billion.

• The trouble is the Senate and Con-
gress are not ready to tinker with the
civil service retirement system as part
of the social security reform. I have
opposed that from the very beginning.
But what the Senator is doing is assur-
ing that we will never deal with it be-.
cause until the employee organization
groups—and I have great respect for
them—are willing to accept the fact
that they are going to be covered
under social security—new employees
will be—there will be no new system,
and I think the employees have won
the fight already, I say to the Senator
from Louisiana, by virtue of the fact
that the proposal that came out of the
Commission did not include existing
Government employees.

The original proposal was all Gov-
ernment employees would come under
social security, Including those now

• employed by the Federal Government.
The proposal is that new Federal em-
ployees be covered in the system. My
amendment, which I will discuss later,
I will say to the Senator, would go fur-
ther than the Senators amendment
does. But the Senator should not—and
I do not disagree with the statement
the Senator from Louisiana made, but
the Senator from California led the
Senate to believe that If the Long
amendment is adopted we will be car-
rying out the Social Security Commis-
sion's recommendations, and that Is
not true. It cannot happen and we will
not have a new system until we do
decide that question of should new
Federal employees be included in
social security.

I oppose it, I will tell the Senate. I
do not think they should. But until we
decide whether they should or not we
will not have a new system.

Mr. SARBANES. Will the Senator
from Louisiana yield?

Mr. LONG. First let me say this, Mr.
President. Let me just read the
amendment.

The amendments made by this section
shall be effective with respect to remunera•
tion paid after December 31, 1983, if, prior
to such date, there has been enacted into
law a supplemental pension program for
Federal workers hired after such date which
the Congress may determine to be appropri-
ate to coordmate coverage under the Feder-
al Civil Service Retirement System with the
coverage of such Federal workers under title
II of the Social Security Act.

So by the very terms of the amend-
ment, if you amend the bill to include
a plan that does set up a supplemental
civil service program, then the amend-
ment would not be operative.

I yield to the Senator from Mary-
land.

Mr. SARBANES. I wish to commend
the Senator from Louisiana for offer'
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ing this amendment, and I am pleased
to join him as a cosponsor. What the
amendment seeks to assure is that if
the employees are brought into the
social security system, the supplemen-
tal retirement system to be provided
will be a fair one; it seeks to accom•
plish this by linking those two actions
together. Without this amendment
the employees will have no notion
what the supplemental retirement
system will be for the new people.

How can we be certain that the new
supplemental retirement system will
not be completely transformed from
the current system—benefits sharply
cut, contributions significantly in-
creased. That is the proposal the ad-
ministration, has submitted to the
Congress with respect to the current
retirement programs. It is not. there•
fore as though there is not some
reason to be concerned about this
matter.

The amendment of the Senator from
Louisiana makes extremely good com-
monsense. Anyone would ask for the
same fair treatment—ask to know
what it is that is being done to them
before it happens. There is nothing
unreasonable about that. In fact, Just
to the contrary: It is extremely reasdn-
able.

The Long amendment simply says
that their inclusion under the social
security system will occur—is it 20
days after the enactment?

Mr. LONG. It will occur in the
month after the enactment of a sup-
plemental civil service program. Or,
for that matter, if Congress between
now and the first of the year will
adopt the supplemental program—and
I do not object to that—social security
coverage will go into effect on the day
the committee had in mind to begin
with.

But why would you want to put the
Federal employees in a position where
you are legislating to destroy their ex•
isting program? And that is going to
take place. Then they are in a position
where they are going to be left with-
out the protection that they had
before and they will be in a position of
trying to seek a supplemental plan
where the administration might
oppose it. For all we know, the Presi-
dent would veto it and say, "WeU,
until you cut those benefits by a third
and raise the taxes by 50 percent, I am
not going to sign anything." We all
know how tough the President can be.
And I am not criticizing him for that. I
respect him for it.

But these employees will have much
less opportunity to defend their pos-
tion and defend their members, one,
when you separate the new ones from
the old ones so that their numbers di•
minish, and two, when you cut off the
money coming into the fund from the
new hires who would be contributing
to help support the program and put
their money into the social security
program instead.

Mr. SARBANES. It is constantly as-
serted that, since the committee's pro
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posal is only going to apply to new
hires, it will not have an effect on ex-
isting employees. I think there are two
ways that it can have an effect on ex
isting employees. One way it can
affect them is if the supplemental re-
tirement system developed for new
employees represents a sharp cutback
in benefits and then the continued
support for the retirement system is
going to be diminished with respect to
the existing employees.

The other thing is, if you set up a
separate supplemental retirement
system for new employees which con-
trasts sharply with what existing em-
ployees have, it will not be long down
the road before there will be pressure
to conform the existing system to
what the new system is if the new
system represents a savings to the
Government in terms of what it is con-
tributing toward the retirement of its
employees.

Having a good retirement system for
Federal employees is an Important
part of having a quality Federal serv-
ice. But If the administration comes in,
and there is every indication that this
administration wants to do so, with a
greatly reduced and diminished retire
ment system and puts that into place
for new employees, in a few years
there will be pressure to conform the
retirement system of the existing em-
ployees to that lower benefit retire•
ment system. You mark my words. I
make that as a prediction.

Now what the Senator's amendment
at least would insure is that before
any of this goes forward the supple
mental plan has to be in front of ev-
erybody, it has to be passed so every-
one knows what it is and can provide
for contingencies. People can have a
sense that they are being dealt with
fairly and justly, Instead of being put
in the position where they are, in
effect, going to have a pig in a poke
imposed upon them. Who knows what
this supplemental retirement system is
going to look like? No one knows what
it is going to look like. We should not
move down this path without estab-
lishing that up front.

The Senator's amendment simply re.
quires that it be established up front
and that everyone know exactly what
is happening. It gives us the opportu-
nity to deal with a whole range of po-
tential problems and contingencies.

Mr. LONG. Mr. President, I say to
the Senator from Maryland that if I
wanted the Senator to sell his home
and I asked him to sign a contract to
sell his home, he would like to know
what he is going to get for it. No
lawyer would advise a client to sign a
contract unless it says what the person
gets or what he is losing. And the Fed-
eral employees, certainly in good faith,
regardless of whether they are part of
social security coverage or not, have a
right to ask that we show them what
they would get in return for what they
are giving up. To me, that is on'y just
simple justice.
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Mr. CHAFEE. Mr. President, I would

like to make a couple of points here.
The Senator from Maryland has
spoken with eloquence, as usual. This
point has been brought up several
times, and that is the threat that the
lack cf new funds coming into the civil
service retirement system might have
on the pensions of those present em-
ployees of the civil service. In other
words, despite what might have been
said around here, we want to make it
very, very clear that we are only talk-
mg new hires, people who come into
the Federal service startIng January 1,
1984. But the concern has been raised
by the Senator from Maryland and
others that that will stop the flow of
funds going into the civil service re-
tirement.

Well, let us get something straight
right here. It Is great to talk about the
civil service retirement fund as though
somehow there is a pool of money that
the civil service retirees have set up
and that is where their pensions are
coming from. The truth of the matter
is that the pensions of civil service re-
tirees are coming from $4 billion con-
tributed by the civil service employees,
$4 billion by matching funds of the
Federal Government matching their
employees, and $14 billion from the
General Treasury of the United
States.

That fund Is bankrupt and we might
as well acknowledge it. That fund is
dependent upon the votes of this Con-
gress from the general appropriations
to provide for the retirement benefits
of present retirees from the civil serv-
ice.

There Is no question but what the
U.S. Congress will continue those ap-
propriations, just like we have the ap
propriations every year for the mili-
tary retirees. Does anybody suggest
that somebody in this Congress is
going to vote to cut the benefits of
those retirees who are receiving pen-
sions? Of course not.

Mr. SARBANES. Will the Senator
yield?

Mr. CHAFEE. So that is good orato-
ry and it flies well, but the trouble Is
the facts are not there to support it.

Mr. SARBANES. Will the Senator
yield on that point?

Mr. CHAFEE. I will be glad to yield.
Mr. SARBANES. The Senator has,

in effect, misstated my contention. I
am not asserting that the current
system is completely self-financed. But
as the Senator himself mdicated there
are significant employee contributions
into the system that help to provide
some of the money needed to pay the
benefits. If you diminish that flow and
you are going to maintain the benefit
eves, then you are going to have to
find the additional money from some-
where else or else the pressure to di-
minish the benefits will increase.

The Senator asserts no one proposes
to cut the benefits. The administra-
tion has submitted a proposal to the
Congress that represents sharp cuts
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with respect to the existing retirement
system.

I am not saying there will be no
money coming in from the newly
hired, but if you set up a system that
is more restricted and limited, and no
one knows what that system is going
to be, then the flow of revenues will be
diminished.

If you are going to maintain the
benefits, the need for a general fund
payment will be increased. If you do
not Want to increase those general
fund payments, the pressure to cut
the benefits will be Increased.

That is what the problem is. The
fact remains that it would still have an
impact as we look down the road.

Mr. CHAFEE. I have presented the
analogy, and we do not need to dwell
on It all afternoon, of the military re-
tirees. There is no fund for the mili-
tary retirees. The military retirees
from the military service are paid by
appropriations made by the U.S. Con
gress. Those appropriations are made
every year and so they will be fof civil
service retirees.

Mr. WARNER. Will the Senator
yield on that point? I would like to
take issue on it.

Mr. CHAFEE. I will let the Senator
take issue in a moment.

Mr. WARNER. On that point, if the
Senator will yield, I would like to clari-
fy the point on using the analogy of
military retirees. The military retirees.
as a group is, by and large, treated the
same way, and is thus an ever constant
number. However, under this proposal
for other Federal employees, there
would be a steadily diminishing
number of Federal employees in the
currently structured civil service re-
tirement system. The new Federal em-
ployees will be under a different
system if this proposal passes. Conse-
quently, the Congress of the United
States has an additional responsibility
to insure the solvency of the civil serv-
ice retirement program.

Mr. CHAFEE. I am not sure I get
the point.

Mr. WARNER. I will clarify it later.
Mr. CHAFEE. If I might continue,

we have all met with Federal groups.
They have come in and they have
been eloquent. But I do not thmk any.
body needs to kid themselves. They do
not want to come into the social secu-
rity system. They do not want the new
hirees in it. If this proposal, the pack-
age that we have here, does not in-
clude future hires of the civil service, I
seriously question—and there are a
good number of others who question—
whether they will ever be included.

I know the Senator from Louisiana
has a program that as soon as the sup-
plemental package is passed then they
will come in. That supplemental pack-
age will be fought tooth and nail every
inch of the way. I think this is the
floor of the amendment of the Sena-
tor from Louisiana. The floor, as I see
it: It will never happen. The civil serv-
ice new hires starting in 1984 will
never come in under social security if
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we do not include them now. This Is
what we might call a last clear chance.

Mr. SARBANES. Will the Senator
yield on that point?

Mr. CHAFEE. Yes.
Mr. SARBANES. The Senator does

not know whether it will be fought
tooth and nail because the Senator
does not know what the program will
look like. Can the Senator tell me now
if the Long amendment is not accept-
ed, what the retirement package for a
new hire will be?

Mr. CHAFEE. We know perfectly
well that the specifics of that program
are not here.

Mr. SARBANES. They sure are not.
Mr. CHAFEE. The Senator has a

great vehicle to ride. I know the State
he comes from. Judging from the
people who have flocked into my
office, I was wondering who was tend-
rng the store. Every single one of us
have undergone the same thing. The
Federal employees just do not want
future hires to come under this
system.

Mr. SARBANES. Will the Senator
yield?

Mr.. CHAFEE. As i say, this Is our
last chance to accomplish this. If we
do not, then I think we can clearly say
it just plain will not happen. I thiik
the prospects of this total package be-
coming unraveled become very immi-
nent.

Mr. SARBANES. I simply say to the
Senator If it is not fair it ought not to
happen. The amenchnent of the Sena-
tor from Louisiana would assure that
everyone would know exactly what
was being done and be able, therefore,
to make the judgment as to whether
indeed it was fair. The Senator from
Rhode Island has just admitted that
he cannot tell-us what the package is
going to be because the package is not
here.

The Senator from Louisiana is
saying, °Let us have the package, so
we know exactly what Is being done
before you move thead'

Mr. CHAPEE. The Senator from
Maryland knows perfectly that once
this horse is out of the barn 'we will
not see that social security cover for
those new hires. We are not &ffecting
anybody who is in the present Federa]
service. If we do not pass the package,
then people do not have to come to
work for the Federal Government.
Who is representing the people of the
United States of America? Those of us
in this body and in the other body. If
we do not pass a package that is satis-
factory enough to attract to the
banner of service in the U.S. Govern
ment, we will not get people. So there
is an incentive on us to pass an ade
quate supplemental program.

Who are we affecting? We are not
affecting a single person who now
works for the Federal Government. If,
by January 1, 1984, we do not have on
the books a satisfactory supplemental
program to go with the social security
coverage, then nobody has to come
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and work for the Federal Government.
That will get our attention if nothing
else does.

Mr. HEINZ addressed the Chair.
The PRESIDING OFFICER. The

Senator from Pennsylvania.
Mr. HEINZ. Mr. president, I rise in

opposition to the amendment of the
Senator from Louisiana. I do so with
great respect for my friend and col-
league and the ranking minority
member of the Finance Committee.
But notwithstanding that fact, I must
tell my colleagues, having been a
member of the National Commission
and involved in the Finance Commit-
tee deliberations on this matter, that
in this Senator's judgment we would
be making three mistakes if we adopt-
ed the Long amendment.

The first mistake would be that we
would not fulfill the agreement among
the Speaker, the president, the major-
ity leader of the Senate, and the mem-
bers of the National Commission, to
make this a balanced package and we
would run the grave, indeed in my
judgment the almost certain, risk of
destroying the fragile consensus that
took us over a year to put together.

Mr. president, I submit that if we
lose this fragile consensus it would be
like trying to put Humpty Dumpty
back together again to get any agree-
ment again.

Among those who agreed to the
package, which explicitly included
social security coverage for new Feder-
al hires, were a number of people with
very good credentials looking out for
the working people, including Mr.
Lane Kirkland, the president of the
AFL-CIO.

He supports this package. He is a
friend of the working man. I doubt se-
riously that he would support a pack-
age that he felt was detrimental in
any way, shape, or form to a very sig-
nificant membership group of his or-
ganization.

Mr. president, the second reason I
believe the amendment before us is
dangerous is that it will have the
effect of insuring substantively that
we never bring new Federal employees
under social security. There is broad
public support for covering new Feder-
al emplbyees. Look at any public opin-
ion poll and it will say, universal cover-
age makes sense. It is good enough for
115 million working people, it ought to
be good enough for everybody else, in-
cluding Members of Congress, they
tell me. I agree with that.

If the Long amendment is adopted
we shall never succeed in bringing the
new Federal hires under social secu-
rity. And Mr. President, Imust say, I
believe that would be a mistake. As
chairman of the Senate Aging Com-
mittee with responsibility for assuring
adequate retirement incomes, I am con-
vinced that providing social security
coverage for new Federal hires will im-
prove retirement incomes for most of
them.

Let me explain why. Of all the
people who go now into Federal serv-

ice as civil servants, the fact is that
only 26 percent—about one of out of
every four—get a retirement benefit
out of the civil service retirement
system. Sixty-two percent of the
people who enter get absolutely noth-
ing in the way of a benefit out of the
civil service retirement system. They
do not get a disability benefit, they do
not get a retirement benefit if they
die; their survivors do not get a bene-
fit. So two-thirds of the people who
are covered under this system today
end up with zero, zip, nothing. When
we make an effort to cover existing
employees under social security, what
we are doing is giving a good deal more
security to nearly three-quarters of all
the new Federal hires of the future.
That is why it Is a good idea. I have
not heard anybody today explain why
coverage is a good idea

The third reason why the Long
amendment, in my judgment, is a bad
idea is that the revised retirement
system we are proposing—social secu-
rity and a supplemental program for
the new Federal hires—along with the
solvency package for social security is
going to make it easier, not harder, for
the Federal Government, to meet its
commitments to the Civil Service Re-
tirement System for present Federal
employees and to make a meaningful
commitment in the way of a supple-
mental pension plan to the new Feder-
al employees. It will be easier because
the Federal Government is going to be
financially better off.

We are going to be financially better
off in a number of ways. The most ob-
vious way we are going to be better off
Is by passing the social security solven-
cy package. As we know, it saves-$165
billion between now and the end of
1989. As I argued yesterday on a dif-
ferent amendment, it will build up a
surplus of $2.5 trillion by the year
2015 11 our projections are not totally
wrong.

Mr. MOYNIHAN. Will the Senator
yield?

Mr. HEINZ. Not yet. I shall yield in
a minute.

It will put the entire social security
system in a solvent position for the
next 75 years. That all represents, to
my way of thinking, Mr. President, a
tremendous relief to all the other
areas of government. If the social se-
curity system were to run out of
money, we would either have to
borrow it or we have to raise taxes
someplace else or take it out of the
general fund.

So what we are doing is strengthen-
ing the general Treasury by passing
the social security solvency bill. I sus-
pect most of my colleagues realize
that.

The other thing that we are doing in
creating a different retirement system
is we are going to have a fairer retire-
ment system for those new Federal
employees, the vast majority of them,
and we are going to have a more equal
retirement system.
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So there is no rnsunderstanding on
this point, I am a strong supporter of
the Federal employees and the postal
workers and the other people who are
covered by the civil service retirement
system. It is my view that they hare
been picked on time and again, that
they have been used as scapegoats by
irresponsible people. We have a really
draconian proposal sent by the adrnin-
istration this year which would both
change the rules in the middle of the
game on their retirement system and
require them to make a 9 to 11 percent
contribution rate ultimately for their
retirement.

I do not support that, Mr. President.
I think that is just out of the question
and I hope my colleagues do not sup-
port it, either. I make those comments
because I want everyone to under-
stand what I am about to say about
what we plan for new employees and
how I view our commitment to exist-
ing civil servants and their retirement
system.

I think we all have to realize that,
under the existing system, the 26 per-
cent who do retire, a lot of them,
retire after 30 years of service at age
55. Under social security, people retire
right now at between 62 and 65. That
difference is a very large difference, a
very expensive difference. It is the
reason that the social security system
costs about 14 percent of payroll total-
ly and the civil service retirement
system costs about 37 percent of pay-
roll. In other words, it costs better
than 2½ times the social security
system.

In addition to that, about three
quarters of all Federal retirees work a
sufficient number of quarters to quali-
fy for full social security benefits in
addition to their civil service retire
ment.

I think that they have earned it;
they are entitled to it. I do not choose
to take it away from them. But I think
we ought to recognize that those
people have not paid into social secu-
rity anything like the amount some-
body in the private sector covered by
social security pays in up to the time
that they receive retirement benefits.
The result is that the current system
is a very costly system to the Federal
Government—-to the taxpayers.

That does not mean we should gut.
it. I oppose gutting it. It does mean
that we have an opportunity for the
new Federal hires to design a system
that is more economical to the Gov-
ernment and makes more sense for
most Federal employees. In making
that new system free from the rather
excessive per-employee costs of the ex-
isting system, we will save the Federal
Government a considerable amount of
additional money on top of what the
social security package generates.

You add the two together, Mr. Presi-
dent, and what you have is a Federal
Government that is in a better posi-
tion to do something that I think most
Senators in this body want to do: No.
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1, meet our commitments to our exist-
ing civil servants under the civil serv-
ice retirement system. I intend to see
to it. speaking for myself, that we
meet those commitments and we do
not go around changing the rules in
some draconian fashion In the middle
of the game. But, second, we will be
better able to afford the supplemental
pension package that we all are so con-
cerned about, that Senator Long is
concerned about. We will be better
able to afford it and, therefore, we are
going to have a better package if we
defeat the Long amendment. And we
are gomg to Insure that the three out
of four Federal employees of the
future that do not retire in that
system, will have something more tan-
gible than they have today.

Now, one of our colleagues, Mr.
President, made the point that no one
could predict what the retirement
package to be designed is going to look
like. I would be the first to say that I
cannot predict exactly what it Is going
to look ilke. But I can tell you this: It
would be very shortsighted, indeed, for
us to design a package that was not
fully competitive with the kinds of
packages provided to those who have
good jobs in the private sector.

The fact is, Mr. President, that we
are going to have a supplemental pen-
sion program for the new Federal em-
ployees which will be a competitive
package. It wifi be a good package.
The demands of the employment mar-
ketplace will -insure that we have one.

In conclusion, the sooner we pass
the social security package, the sooner
we begin to focus on how to 8et up a
more rational, a fairer and more eco-
nomical system of covering our new
Federal employees, and the better
that supplemental package is going to
be. We- will not get the Congress and
the Federal employees to focus on a
supplemental plan until the coverage
issue is settled. So I join with my col-
leagues who are so minded in hoping
that the Senate will reject the Long
amendment.

Mr. SARBANES addressed the
Chair.

Mr. HEINZ. I yield the floor.
The PRESIDING OFFICER. The

Senator from Maryland is recognized.
Mr. SARBANES. Mr. President,

while the Senator from Pennsylvania
is still on the floor—

Mr. HEINZ. I will not be able to
stay.

Mr. SARBANES. I just want to say•
that I think the position of Lane Kirk-
land was misstated on the floor, and I
am going to read into the RECoRD the
first part of his supplementary state-
ment. The Senator from Pennsylvania
asserted Kirkland's support on this
issue, the very issue that is now before
us. I quote a part of his supplementary
statement on mandatory coverage of
public employees:

I cannot support the Commission's recom-
mendation for mandatory social security
coverage of newly hired federal and postal
employees. The many complex issues in-
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voved make it difficult to protect federal
and postal employee rights under the best
of circumstances. This is even more difficult
at the present time since the proposal is
being put forward in the context of a search
for additional sources of revenue and Con-
gres is not likely to decide the issue solejy
on its own merits.

I could not support coverage unless all of
the following conditions were met:

1. No reduction in the level of pension
benefits now available to government work-
ers.

2. No additional financial burden on gov.
eminent employees without a cormnensu-
rate adjustment in benefits.

3. Preservation of the identity for govern.
ment workers' retirement plans.

4. No diminution In the opportunity for
these employees to Improve their retire-
ment systems.

The Commission cannot know in advance
whether the pension rights of present and
future employees will be adequately protect-
ed if Congress enacts mandatory coverage.
Federal and postal employees should have
the right to know and evaluate In advance
the details of any proposal before they are
asked to take this step.

Discussions are going forward to try to de-
velop a solution to this problem which will
strengthen and reinforce both the Social Se-
curity System and the Civil Service Retire-
ment System. Those discussions ought not
to be hampered by untimely and imprecise
recommendations of this Commission. The
Commission should not recommend nor
should the Congress act when the coverage
details are unknown. Otherwise, there can
be no assurance that they meet criteria es-
sential for assuring equity to those affectet

It seems to me the Long amendment
is seeking to assure equity for those
affected by being certain that the cov-
erage details will be known, not un-
known. That is the essential thrust of
the amendment. It is a fairness and
equity amendment, and I hope the
Members of the. Senate will support
the amendment. -

Mr. WARNER. Will the Senator
yield for a question?

Mr. -SARBANES. I yield to the Sena-
tor from Virginia.

Mr. WARNER. I join the distin-
guished Senator from Louisiana in his
amendment, and I commend my col-
league from Maryland for a very suc-
cinct series of observations on behalf
of a very valuable class of employees
for the United States, our Federal em-
ployees.

I have been researching the report
of the Commission and, indeed, have
been conversing with persons who
were active in the preparation of that
report. It seems to me the report envi-
sioned that the Congress would act,
hopefully, in a timely way to provide
for a new supplemental retfrement
system should Federal employees be
required to enter social security as
well as continue in civil service.
Timing is of the essence, and that is

the essence of the Long amendment.
I am sure the Senator likewise stud-

ied the Commission report, and my
suggestion to my colleague from Mary-
land, and it seems to me the sugges-
tion of the distinguished Senator from
Louisiana, along with the rest who are
helping him, is that the Long amend-
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ment is comporting with the objectives
of the Commission.

The Commission, of course, pre-
sumed that Congress would act in the
time remaining before next January,
but those of us who have been in the
Senate awhile, my colleague from
Maryland somewhat longer than I,
recognize that this might not be an
eventuality that will come to pass.
Therefore, what we are doing is acting
within the framework of the legisla
tive history of the intention of the
Commission to protect the Federal
employees.

Would my colleague care to com-
ment?

Mr. SARBANES. Mr. President, I
really do not want to get into an at-
tempt to define the intention of the
Commission. What we are seeking to
do here with the Long amendment is
practice fairness. I quoted at length
from -the Kirkland statement simply
because the Senator from Pennsylva-
nia had represented, in opposing the
Long amendment, thafr Lane Kirkland
had taken a position that would be
contrary. Obviously, that is not the
case. It seems to me, whatever the in-
tention of the Commission, that what
we are seeking to do here is an emin-
ently reasonable and commonsense
proposal.

Mr. WARNER. I concur with the
Senator from Maryland. I can find
nothing in the Commission's record
that indicates that at any time they
wanted the Federal employees to pay
approximately 6.75 percent of their
salary into the social security system
and at the same time 7 percent into
the civil service retirement program. It
is that double -penalty that, in effect,
we are trying to avoid with the amend-
ment of the distinguished Senator
from Louisiana.

Mr. President, perhaps the distin-
guished Senator from New York, who
was very active in the Commission's
preparation of this recommendation,
will respond.

Does he think that at any time the
Commission envisioned that an em-
ployee should pay both of these fees?

Mr. MOYNIHAN. No. The Commis-
sion envisioned that the Federal em-
ployees would come into a dual system
such as is common in private employ-
ment, which is social security as the
first tier of a retirement system, plus a
supplementary system.

Mr. WARNER. I understand that.
But, in effect, that supplementary
system will not happen until Congress
acts. What guarantee can be given
that Congress will act in a timely fash-
ion?

Mr. MOYNIHAN. No guarantee, any
more than a guarantee that Congress
next year will appropriate money to
pay for the retirement benefits of Fed-
eral employees. We cannot guarantee
it. We do it.

Mr. WARNER. But it seems to me
that the Long amendment is insurance
against the absence of action by Con-
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gres, and in that sense it is a perfectly
reasonable amendment. I hope our col-
leagues will support it.

Perhaps the distinguished member
of the Finance Committee would—

Mr. MOYNIHAN. I am a member of
the Finance Committee. Does the Sen-
ator mean the chairman?

Mr. WARNER. I meant the chair-
man. Would he be kind enough to re-
spond to my inquiry? Does he think
that at any time the Commission envi-
sioned that the Federal employees
should pay the dual fees of the social
security system and the civil service
retirement, totaling almost 14 per-
cent?

Mr. DOLE. No. As I recall the Com-
mission's discussion, we expect that
the supplemental prograrn will be
worked out and be in place.

Mr. WARNER. I infer that from the
minutes, but we cannot guarantee that
the supplemental program will be en-
acted in time. In a sense, the Senator
from Louisiana and I and others are
Insuring against this double-payment
situation.

Mr. DOLE. My view is that nothing
will ever happen, because if we do not
have a supplemental program that is
satisfactory, we will not have the Fed-
eral employees under social security.

I know the frustration. I have met
with a number of representatives of
the employees' unions to see if there
was some way to address the real con-
cerns they have, and they do have real
concerns. They represent Federal em-
ployees in every State of the Union. I
have just visited with a number of
leaders of the Federal unions to see if
there is a middle ground providing
some way to protect them.

We believe that the amendment that
will be offered by the distinguished
Senator from Alaska will address some
of those. concerns. I am not certain
whether the Senator from Alaska has
had a chance to discuss it with the
Senator from Virginia. It is a tough
call.

It is my view that we should get on
with this matter and finish it. We
have only four or five amendments
after this one.

Mr. WARNER. I share the chair-
man's view that we should finish. We
are in a debate, historically, that is
vital to the continuation of a strong
Federal employee service to this coun-
try; and in fairness to that large group
of citizens, both those in retirement
and those in active service, we should
take whatever time is necessary to ad-
dress this issue.

Mr. President, I am pleased to be a
cosponsor of Senator LONG's amend-
ment. This amendment prevents an in-
equity from occurring to the people
who will be hired to serve the public.

Unless. this amendment is adopted,
new Federal employees will be obligat-
ed to pay 6.75 percent of their salary
into the social security system and 7
percent to the civil service retirement
program—nearly a 14 percent total.
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I am aware of no other employer,
public or private, that demands such a
high payment.

In fairness, Congress should first
make provision for a supplemental re-
tirement to cover new Federal employ-
ees. This is in keeping with retirement
packages for employees in the private
sector.

Without this amendment, do you
think ectuity can ever be established
for new employees without at least a
supplemental retirement plan which is
routinely offered in the private sector?

I do not think it is the objective of
the National Commission on Social Se-
curity Reform to punish new Federal
employees by forcing 14 percent of
their salaries to be deducted. I do not
think it is the objective of the Com-
mission to damage in any way the
fiscal integrity of the civil service re-
tirement program.

I do think it Is the objective of this
amendment to address both concerns.

We all want to promote efficient and
effective Government service. We
want to continue to attract and retain
good, qualified people to serve the tax-
payers.

Yet, there is a plethora of recom-
mendations by both the executive and
legislative branches of the U.S. Gov-
ernment which, taken together, can
have far-reaching and perhaps unin-
tended effect on the civil service
system.

Before we attempt to enact varied
recommendations on the Federal per-
sonnel system dealing with different
issues—from procedures for reductions
in force, to pay, to COLA's, to retire-
ient benefits—for example, let us ex-
amine the Impact of these proposals to
the civil service system as a whole.

Several colleagues and I introduced
legislation to direct a centennial
review of the civil service. A commis-
sion, appointed jointly by the Presi-
dent and the Congress, would be
charged with making recommenda-
tions to the Congress which would ad-
dress problems with civil service, while
insuring the provision of a strong,
viable Federal work force.

I hope that, in the near future, Con-
gress will establish this cozmIssion, so
we can resolve the issues which are
keeping Government employees in
constant turmoil and uncertainty.

In the meantime, however, we are
faced with the problem of new Federal
employees paying 14 percent of their
salaries to both civil service retirement
and social security beginning in Janu-
ary 1984. -

This amendment says that new Fed-
eral employees will contribute to the
social security system no sooner than
the Congress enacts a supplemental
retirement program for these public
servants.

I believe this amendment is a reason-
able and fair way to resolve an inequi-
ty, and I urge its adoption.

Mr. MOYNIHAN. Mr. President,
there are only three or four Members
of the Senate on the floor and not
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many persons• paying attention, so I
will indulge a few moments of reflec-
tion on what is involved here.

What is Involved, in my view, is a
very painfully evolved conflict be-
tween two of the great traditions that
we associate with the New' Deal. On
the one hand is the tradition of trade
union organization and labor organiza-
tion and the recognition thereof by
employers, and the other tradition of
social insurance which, independent of
organizations, provides Government
guarantees against the kinds of events
that the human condition is exposed
and susceptible to.

Mr. President, without asking too
much of an indulgence from the
Senate, I say that there is a personal
poignancy I feel in this matter. I have
been much involved with trade union
matters over a lifetime. I am one of
the few Members of this body who last
year had a 100-percent COPE voting
record. It is ironic and pleasing to see
how many people with 20-percent
COPE voting records are rising to the
defense of organized labor.

With particular regard, I have been
involved with the provision of union
recognition for the Federal employee
union which organized, in the case of
postal workers, in the late 19th cen-
tury and had to wait until almost the
late 20th century to become recog-
nized.

In 1961, I was made staff director of
the Task Force on Employee-Manage-
nent Relations in the Federal Service,
a task force appointed by President
John F. Kennedy. I was at the time as-
sistant to the Secretary of Labor. I
later became Secretary of Labor.

I know of no one else in this body
who has ever served in the Depart-
ment of Labor.

On November 30, 1961, we Issued our
report which resulted in Executive
Order 10988 signed by President Ken-
nedy on January 17, 1962, which gave
union recognition, checkoff dues, and
recognition of exclusive bargaining
rights to Federal employees.

Mr. President, I was staff director of
that task force and in the largest
measure I wrote that Executive order.

That was the beginning of union rec
ognition for Federal employees. It
came a generation after the Federal
Government mandated it for employ-
ees in private service.

So I think I need not assert further
my commitment to and concern for
these persons. I am not only commit-
ted to them, I think I can say I did
something for them. I helped trans-
form their condition from that of an
unrecognized group of persons to
those who have a formal negotiated
bargaining contractual relationship
with their employers, without which a
trade union is only a protest move-
ment.

Yet social security is as much a con-
cern of mine as it would be of anyone
in this Chamber. And perhaps more
than that, in the Federal Government
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I have been involved with efforts to
extend the social security program.

I think a piece of legislation that I
was instrumental in having proposed
by the President ended up as supple-
mentary security income, SSI.

I do not know that there are many
others In this body who have such a
relationship with an actual extension
of the system.

But here we are in conflict, and I
have a sense how this conflict is going
to come out.

But I would like just for my own
memoirs to conclude that as the clas-
sic condition that Low! of Cornell Uni-
versity called interest group liberalism
which he has declared is a system of
government that cannot function and
will ultimately collapse in a condition
of stasis.

We are not going to include Federal
employees in this bill today in the
Senate and if this Is the way the bill
ends up they will never be included in
social security. I put that down as part
of my record. Perhaps it is not a per-
fect forecast, but they will not be in-
cluded in my time. It will not happen,
and they know it will not happen.

The consequences of this are, among
other things, that two-thirds of the
persons who enter Federal employ-
ment will never gain any social secu-
rity protection nor will they have in
retirement any Federal civil service re-
tirement system benefits.

More than a third, 37 percent, will
never be covered at all, even by disabil-
ity or death benefits, survivor benefits,
because they leave the Federal em-
ployment before 5 years of service,
during which time they might acquire
almost half the time in the quarters,
as we say, that would be required to
give them social security benefits and
during which time very quickly they
get disability benefits, and very quick-
ly they get survivors benefits.

Social security is in its early period
for a person in his beginning years of
coverage a more generous system than
the civil service retirement, which is
not generally known but is a fact.

If this bill passes and if this amend-
ment passes and becomes part of the
final legislation, we will be almost 0.3
percent of payroll short on our long-
term requirement to reach actuarial
balance and, as the Senator from
Pennsylvania has observed, we will
have an ongoing fiscal crisis of the
sort we seem to be entering where we
cannot balance the budget and cannot
balance the retirement system. This is
a quality of interest group liberalism
as Lowi has described. It involves an
incapacity to govern out of a theory of
governance that seemed to work.
There comes a time when you try to
harmonize the interests of all groups
with the only interest that ends up
not being served being the general
public interest which, while a some-
what abstract proposition, nonetheless
does exist. It can be perceived. There
is not a person in this Chamber today•
who does not know what the public in-

terest is here, but what they will
mostly respond to is the special inter-
est, a legitimate special interest. All
special interests, or almost all, have le-
gitimacy that can be associated with
them.

It is simply that their interests are
not harmonized with a more general
public interest, absent which as a
dominant theme of Government, Gov-
ernment become impossible. This
lovely bunch of gentlemen who came
in on the opposite side, committed to
balancing the budget and doing all
those things, cutting taxes, find them-
selves doing just the opposite as did
their predecessors. There is not a pros-
pect for a balanced budget in a decade.
Our retirement systems are hopelessly
underfunded. Our capacity to do what
we know should be done Is weakened
by a pernicious thought that if you re-
spond to the interests of every legiti-
mate group that comes along the sum
total of those responses equals a re-
sponse to the public interest. It is dem-
onstrated that this is not so.

I would not be carrying on such save
there are only five Members of the
Senate in the Chamber, and we are
waiting for something to happen. Any-
time anyone wishes me to sit down I
shall be happy to do so.

But I wish it recorded that this is an
example of our inability to govern. If
word ever gets out that the most
stable democracy in the world, the
oldest organized constitutional govern-
ment on Earth really cannot govern,
we will lose all that matters most to
us, more from that reputation than
from anything we might say to the
effect that we are all equitable, we do
try to look after everyone, we seek the
common good or a denominator that
accommodates most interests. That
will not work. If you cannot govern
your system of governance loses its
reputation and when that happens
you soon lose that system of gover-
nance. Have no mistake. It is a point
conservatives have made to liberals
and liberals have not understood,
partly because the conservatives have
not made it with perhaps a sense of
recognizing the legitimacy of liberal
interests.

This is interest group liberalism pro-
ducing stasis and the prospect eventu-
ally of a political civilization collaps-
ing.

For what it is worth, it is an increas-
ing situation, something of conse-
quence that it will be seen as worth
noting, such as the decline in confi-
dence that goes with the paralysis
that we see.

Title I of this act says with respect
to the current employees of the Feder-
al Government "[N]othing in this act
shall reduce the accrued entitlements
to future benefits under the Federal
retirement system of current and re-
tired Federal employees and their
families."

Nothing could more state the will of
Congress, the intent of Congress and
nothing could more describe the de-
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dine of the prestige of this institution
and the competence of our Govern-
ment than that this statement of law
will not be regarded as having any sig-
nificance whatever.

We have heard in this Chamber the
proper distress expressed by Members
that the word of the majority leader
and the minority leader, once a bind-
ing commitment, is no longer seen by
people or by Members as sufficient.

Well, statutes are no longer seen to
represent good faith commitments
that will be kept. The whole structure
of government that depends utterly on
confidence in the behavior of others
collapses so readily. The history of the
world is the history of confidence in
governments collapsing.

The rarest thing in the history of
the world is the onset of stability,
which happened in our country two
centuries ago. The easiest thing is the
onst of its opposite, and we contrib-
ute to that today. We do not know
that we are doing it.

May Madison and Hamilton forgive
us and may we thank our stars they
are not here to watch us conduct our-
selves in the manner that we have fol-
lowed today.

Mr. STEVENS. Mr. President, this is
an extremely difficult and complex
issue, and I would again say to my
good friend from Louisiana that I
have great respect for his service in
the Senate and for his intentions here.
But there Is a basic incompatibility in
what the Senator's amendment seeks
to do, in my judgment, and the best in-
terests of the people who do work and
will work for the Federal GovernmenL
That incompatibility comes from the
fact that through a period of years
there has been a substantial change in
the relationship between actual pay
while working for the civil service, for
the Federal Government in a civilian
capacity, and retirement benefits.

One has to really study the total
ramifications of the system, I think, to
understand my objections to the Sena-
tor's amendment. Let me point out for
the Senate just, for instance, in the
period since 1970 there has been a con-
sumer price index change of 164 per-
cent, there has been a change in Fed-
eral civilian pay of 118 percent, there
has been a change in private sector
pay of 139 percent, in Postal Service
pay there has been a change of 163
percent, in the military 172 percent,
and we see that the Federal civil serv-
ant has been really left behind in
terms of pay adjustments. Congress, in
compensating for that, has built a civil
service retirement system that is very
generous.

I happen to believe in that system. I
do not believe that the Social Security
Reform Commission should have
brought to us a recommendation that
Federal employees be covered into
social security in order to solve the sol-
vency problem of social security, but
they have.
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The Long amendment will break

down the offered solution for social se-
curity not because of any desire of the
Senator from Louisiana to accomplish
that, but because of the fact that
those who are m the business of repre-
senting Government employees do not
want social security coverage to ever
take place.

As I say, I do not really either. I
think we should have been given the
opportunity to reform the civil service
system as those people who have
worked on the social security system
have, with reforms for that system.
and to blend them together, in my
opmion, was a mistake. The social se-
curity system is the new system. The
older system, the civil service retire-
ment system, is basicUy a good
system that could have been salvaged.
I think it still could be salvaged if the
political clout throughout the country
still existed to do that.

But the thing my friends in the Gov-
ernnient employee unions and the rep-
resentatives of Government service do
not realize Is the record shows every
time an issue has come before the
Congress since 1976 that has affected
the civil service, civil servants have
lost.

Now they want to put off the solu-
tion to the civil sevice retirement prob-
lem. But the people who are putting it
off assume that they will not be cov-
ered under social security. They will
be. That is basically the dichotomy
that exists here, which is whether or
not civil servants will go under social
security. I am sure the Senator from
Louisiana would be the first one to
say, "Of course, they are going to get.
there, that Is the recommendation of
the Social Security Commission that Is
before us." One of the basic tenets is
that all new Federal employees should
be under social security. So I assume
he thinks it will happen. I assure you
and I assure the Senator from Louisi-
ana that is not the intention of those
people for whom he is articulating this
point.

The National Association of Postal
Supervisors' letter says this—and this
is dated March 18—and I will read it:

At the time this newsletter went to press
the Senate was debating the social security
package. The Senate, unlike the House, does
not limit amendments to any bifi. Senator
RussEu LONG (Dem. of La.), ranking minor-
ity member of the Senate Finance Commit-
tee, intends to offer an amendment that
would make the coverage provision become
effective either January 1, 1984, or 30 days
after a supplemental retirement program
for new employees has been approved.
which ever is later.

Federal and postal employee organizations
have been lobbythg long and hard for the
Long amendment and, at this point, the
vote is just too close to call. If the amend-
ment is approved we still have a shot at de-
feating the social security coverage issue be-
cause we may be able to persuade the Con-
gress next year, an election year, that social
security coverage for Federal and postal em-
ploye.eS Is not a good Idea.

It goes on. I think we should put the
whole story in. I do not want to be ac-
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cused of quoting something out of con-
text. I ask unanimous consent that the
letter be printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

NAPS LEGIsLATIvE CONFERENCE A REAL
SucCEss

The largest legislative conference in
NAPS history got underway at 7:30 a.m. on
Wednesday, March 9. Participants received
a °shot in the arm" and some expert advice
from Senator Jim Sasser and Representa-
tives Michael Barnes, Steny Hoyer, Bill
Clay and Mary Rose Oakar.

Foilowing tie breakfast meeting the over
1,200 NAPS delegates headed off to Capitol
HIU to present their views on mandatory
social security coverage of new federal and
postal employees, budget proposais from
the Reagan Administration that would de-
stroy the present Civil Service Retirement
system, proposals to change the Federal
Employee Health Benefits prograni, and at-
tempts to abolish the Private Express Stat-
utes.

When the dust had cleared, NAPS dele-
gates can take pride in a job well done de-
spite a vote in the House of Representatives
on the social security question.

COURTEOUS RECEPTION

The majority of NAPS delegates were re-
ceived courteously, pleasantly and sympa-
thetically when they met with their Sena-
tors or Representatives. Some members of
Congress were unable to be there personaily
so delegates met with a senior staff member.
Unfortunately, as in all things, some Repre-
sentatives and Senators did not keep con-
firmed appointments which we realize Is a
disappointment to those flist-time lobbyists.

Although it was not planned this way, the
NAPS conference coincided with the vote in
the House of Representatives on H.R.
1900—the social security package. H.R. 1900
mandates social security coverage for all
new federal and postal employees effective
January 1, 1984 and also includes a change
in the formula for computing Social Secu-
rity benefits which eliminates the so-called
'windfall" benefit.

PACKAGE DEAL

NAPS members have had experience with
legislative packages in the past, i.e., the
budget reconciliation package of 1981 and
the tax package in 1982 which included the
Medicare tax. In the case of Social Security,
Members of the House never had an oppor-
tunity to vote separately on the issue of
Social Security coverage for federal and
postal employees.

Coverage was recommended by the Na-
tional Commission on Social Security
Reform in a compromise package agreed to
by the President, the Speaker of the House,
and the Majority Leader of the Senate. The
legislation was Immediately put on a fast
track that moved through the legislative
process without amendment.

NO AMDMENT
Under House rules, the Ru'es Committee

allowed for a vote on only two amend-
ments—neither of which dealt with the fed-
eral/postal employee issue. Consequently,
Members of Congress were left with two
choices. (1) Vote for the bill and assure that
July Social Security checks could go out on
time and for the full amount or, (2) Vote
against the bill and be vulnerable to the
charge that he or she voted against the mil-
lions of older Americans who depend on
social security.

Given those options, it is not surprising
that the biil passed and was supported even
by many of our friends in the House.
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5EATE ACTION

At the time this newsletter went to press,
the Senate was debating the social security
package. The Senate, unlike the House, does
not limit amendments to any bill. Senator
Russell Long, D.-La, ranking minority
member of the Senate Finance Committee
intends to offer an amendment that would
make the coverage provision become effec-
tive either January 1, 1984, or thirty days
after a supplemental retirement program
for new employees has been approved,
whichever is later.

Federal and postal employee organizations
have been lobbying hard for the Long
amendment and at this point, the vote is
just too close to call. If the amendment is
approved, we still have a shot at defeating
the social security coverage Issue because we
may be able to persuade the Congress next
year, an election year, that social security
coverage for new federal and postal employ-
ees is not a good idea.

STJCCESSFUL EFFORT

Success must be measured in terms of
what was accomplished by the whole cam-
paign, not Just with what happened on the
day of the legislative conference. When
President Reagan's budget became public, a
bad situation went to worse. The proposals
set forth by the Administration on retire-
ment and health benefits would destroy
what current federal and postal employees
receive.

Under those proposals, destruction of the
present Civil Service Retirement System
and the Federal Employee Health Benefits
program was a certainty. However, NAPS,
along with other active and retired federal
and postal employee organizations, graphi-
caily illustrated to Members of Congress
that they do have an Important constituen-
cy in the federal/postal community.

ALL OUT CAMPAIGN

The NAPS legislative conference was but
one part of a campaign waged by unions and
other organizations through FAIR. An all-
out public relations campaign was lauched
which included radio and magazine advertis-
ing, press conferences, tele-conferences and
the series of legislative conferences conduct-
ed by individual organizations.

Last December, FAIR decided that succes-
stve waves of lobbyists from different orga-
nizations would have a greater impact on
the Congress than one mass rally. A
conservative estimate of the number of
active and retired federal and postal em-
ployees who visited Capitol Hill is over
12,000. And, judging from some rumblings
coming from Capitol Hill, quite successful.

OUR vOICES HAVE BEEN HEARD

There is no question that our letters, our
advertising and our lobbying have been no
ticed by the Congress. On a number of occa-
sions, the effort mounted by our group was
mentioned by Members of Congress and wit-
nesses who were trying to refute our facts.

In January, Congressional staff members
were telling us we were dead in the water on
the social security fight and we might as
well roil over and play dead- Instead of fol-
lowing this suggestion, we pointed out that
without the specifics of a supplemental
plan, we stiil feared for our SCR financing
and for the benefit levels for both new and
current employees.

If you don't think our effort was success-
ful, then how do you explain the Long
amendment in the Senate? As our campaign
continued, we began to get promises from
individual Members of Congress that the
legislation would not destroy CSRS because
there wou'd definitely be a supplemental
plan in CSRS in the future.
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TB WRITTEN PROMTSE

Suddenly, people on Capitol Hill were
talking about federal and postal employees
and what was happening to them—and, for
the first time In several years, not in a nega-
ttve way. After the Reagan budget became
public and the Director of OPM testified on
their recommendations for a supplemental
plan, the leadership of the House issued a
"TYear Colleague' letter intended to allay
our fears about social security coverage for
new hires.

The letter was signed by the Speaker of
the House. the Chairman of the Ways and
Means Committee and the Chafrman of the
Post Office and Civil Service Committee.
Basically, it stated that retirement benefits
for those new hires would be comparable to
current retiree benefits, that they opposed
the Administrations budget cuts in retire-
ment, opposed the Administration's propos-
als to treat COLA's for CSRS retirees differ-
ently than social security COLA's, and that
they would oppose any proposal that
"would threaten or adversely affect the fi-
nancial integrity of the present civil service
retirement fund."

FUTtIRE OUTLOOK

What the future holds is anybody's guess,
but things look much better now than they
did in January. Most of our delegates found
that Members or their staffs were well-In-
formed about our views and positions. They
expressed either support or at least sympa-
thy for our aims. This is a far cry to several
years ago when any mention of federal re-
tirement met with blank stares or opposi-
tion.

There appears to be more support for
preservation of our retirement benefit levels
and for adequate financing of our retire-
ment system. And, If extension of Social Se-
curity coverage is enacted into law, it will be
done in such a way that retirement rev-
enues will come Into the Civil Service Re'
tirement Fund and thus help to maintain
the ca.sh flow needed to pay future benefits
to present employees.

THE KEY TO 5UCCE55

Would this change In attitude have been
Dossible without the personal efforts of mdi.
vidual federal and postal employees? Prob-
ably not. You are the key and have always
been the needed ingredient to any success-
ful effort. We may have lost a battle, but we
are certainly not losing the war.

But, again, this social security battle
should teach us one thing—let's not wait
until the axe Is inches from our necks. Let's
make sure the Congress remembers who we
are and what we stand for. Only you can
prevent further cutbacks in your retirement
and other benefits. The man In the White
House may not be on our side, but we are at
least beginning to see some subtle changes
from the people who make the ultimate leg-
i,lative decisions—the Congress.

Mr. STEVENS. The point is the
people lobbying for the Long amend-
ment do not assume, as the Senator
from Louisiana does, that Government
employees ought to be covered under
social security.

The difficulty is that those of us
who have the responsibility in this
area in Congress know that a bill will
not pass to reform the civil service re-
tireinent system until those people
who do conduct lobbying activities of
this type are willing to accept the
basic first point and that is that Gov-
ernment employees are going to be
covered under social security. As long
as that question is still In issue there

will not be a reform of the existing
civil service retirement system.

Our subcommittee, 3 years ago, that
deals with civil service and the Postal
Service undertook a study of the prob-
lem, and after a series of meetings
with representatives of employee
groups, we did present to Congress a
bill that recommended a new system
for civil service.

The system was predicated on the
assumption that the Social Security
Commission's recommendations would
be adopted and new Federal employ-
ees would be covered under social secu-
rity. Parenthetically, let me say that
was a victory for Government employ-
ees because the first statement coming
from the Commission indicated that
all Government employees would be
included in social security. The pro-
posal before Congress now is that only
new civil service employees will be in-
cluded under social security.

The proposal we made for a new
system of retirement benefits for civil
servants would produce a system that
is better than the existing system. It
would assume a first tier of social secu-
rity, a second tier of a pension system
to which the employee did not contrib-
ute, and a third tier of an individual
retirement account to which the Gov-
ernment would contribute If the em-
ployee contributed a minimal amount.
The pension system would be managed
in the private sector.

The impact of this bill was that
when it was reviewed by the employee
groups they were commendatory,
They told us they thought it was a
good job, but they disagreed with the
basic assumption and told us civil serv-
ants will never be included in social se-
curity and, therefore, they said our
plan was faulty because the basic as-
sumption is that that is going to
happen.

The Senator asked for someone to
come forward with a plan. I have it. It
is 5. 2905 in the last Congress. It has
not been introduced In this Congress
because of the opposition from the
very groups that are supporting the
amendment that the Senator from
Louisiana has offered. Their opposi-
tion is based on the fact, as I said, that
social security coverage for Govern-
ment employees will never occur.

Now, therein is the dilemma for our
subcommittee and the House Full
Committee on Civil Service problems.
And I have discussed this at length
with our colleagues in the House and
they agree. If the amendment of the
Senator from Louisiana passes, Gov-
ernment employees will not be includ-
ed in social security, even though that
is not his intent, and I want to make
certa!n that I repeat that because I
understand his statement and I under-
stand the distinguished Senator from
Louisiana is trying to offer a proposal
which Will give th Government em-
ployees a fair chance of getting a
better system.

But until the basic decision i made
as to whether or not they are to be in-
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cluded in social security, we cannot
commence—even commence—consider-
ation of a plan for the future.

Mr. LONG. Will the Senator yield at
that point?

Mr. STEVENS. Yes.
Mr. LONG. Mr. President, let me say

to the Senator that I believe he takes
me at my word. I do not believe I have
ever deceived the Senator. As far as I
know, I have not.

Mr. STEVENS. The Senator never
has, or any Member of the Senate, to
my knowledge.

Mr. LONG. I believe the Senator
would accept my assurance, as a fellow
Senator and a friend, that, as far as
this Senator is concerned, I fully
intend to support a supplemental plan
worked out to meet this problem, and
I favor covermg under social security
the Federal employees.

Representatives of the Federal em-
ployees unions are outside in the
Senate reception room, as you might
expect. I visited with them during the
last half hour, and they assured me
that they realize that they have a re-
sponsibility to help work out the sup-
plemental plan and go along with
social security, and they will welcome
the opportunity to do so.

I am not saying that they advocate
social security coverage for new Feder-
al employees.

Mr. STEVENS. Neither did I. I did
not advocate it, either, I say to the
Senator from Louisiana.

But will they accept a date certain
when social security coverage wiU take
place? If they will, we do not have any
problem, because once we make the
decision, If Congress makes the deci
sion that Government employees are
going to be included in social security
at some time, we can then build on
that decision, although I oppose it,
mmd you, because, again, I say that
the civil service system preceded the
social security system.

We allow the State employees to opt
out of social security and have only a
pension system. My State has done
that. We allow others to opt out of
social security. The Congress exercised
the option for Government employees
and opted out of social security in the
past.

We have a retirement system and it
could work. But if the decision is going
to be made that every Senator I be-
lieve wants to see made, we have to
have a time when everybody knows it
will be made. I would accept the Sena-
tor's amendment and I accept his com-
ments in good faith, and his commit-
ment to me is as good as gold.

But the problem is, we will have op-
position. Some of my very good friends
are out there. I have worked with
them for 15 years. They tell me, "This
is live or die for us, STEvis. You are
either with us or against us on this
one." I am talking about the Long
amendment now.

The problem is I agree with them
that they should not be in social secu-
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rity, but I disagree with the Senator
when he says you can just put this off
and we will work something out. Be-
cause my good friends out there In the
lobby will prevent it from happening.
And though the Senator assumes it is
going to happen, it will not happen, In
my judgment, because there will be an
election year in 1984. We will have
Presidential candidates and commit-
ments will be made in that campaign
and it will not happen.

But, meanwhile, we have the prob-
lem trying to cure a terminally ill
system because of the problems that
have occurred here.

Mr. LONG. Mr. President, if the
Senator will yield, I say to the Sena-
tor, in good faith, that he perhaps
does not know the genesis of this
amendment.

By way of background, may I say
that the senator from Louisiana did
not start calling Finance Committee
Democrats to meet in caucus until the
Repubilcan Members were meeting in
caucuses for a long time, and that goes
back even to previous Congresses.

Mr. STEVENS. On this issue?
Mr. LONG. I am speaking generally

about caucusing. But the Democrats
on the Finance Committee had not
caucused to discuss the social security
bill until after the Repubilcans had a
chance to meet and talk and decided
what they thought they ought to do;
that Is, the majority had made their
decisions. As a matter of fact, Mr.
MOYNIHAN came to me and suggested
that we ought to meet. He suggested
Mr. Dozz thought we ought to meet
because the Republicans had met.
They thought we ought to meet and
talk matters over so we could get our
thinking together, as the Republicans
had already done.

We went ahead and met. Mr. MoYNI-
RAN, at some point, had to go place a
telephone call and he was not there at
the moment we discussed this matter,
but the rest of us who were there in
the room talked the subject over. To
us, it was apparent that the majority
of the Federal employees, to the best
of our knowledge, did not want to
come under social security. We felt
that we were not in a position to vote
for what they. wanted us to vote for,
that Is, just not to put them under
social security at all. We did feel that,
in good faith, they should not be
asked to give up the benefits they
presently have under a Sword of
Damocles hanging over their head so
that, if they did not go along with
what was proposed, off with their
heads, you might say.

We felt, in fairness, it would be ap-
propriate to say that this social secu
rity coverage would go into effect
when the Federal employees could see
what the new program was going to
be.

Now, I say to the Senator, and I am
sincere about this: I intend to support
whatever the Congress can work out,
assuming, of course, it is a fair pro-
gram. I intend to support the supple-

mental civil service program. The Fed-
eral employees that I mentioned may
not be for the security coverage, but
they realize that they are going to
have to go along with this, because
there are a considerable number
among the cosponsors on this amend•
ment with me who are not against
social security coverage, but merely
say by way of fairness that Federal
employees are entitled to be heard and
not be under the sword of Damocles
that the present program fades out in
the event that nothing happens.

Mr. STEVENS. Mr. President, we
have been telling these same people,
and our subcommittee has been work-
Ing with them every month of every
year for the last 2 or 3 years, and
warning them that this day was
coming. In the last Congress, we had a
series of meetings for these people and
said, "The day Is coming. Here Is a
plan." But they said, "No, we will not
support it because the basic assump-
tion Is you make the assumption"—
talking to me—"that the Government
employees could be covered under
social security, and that will never
happen." -

That has been the decision—it will
never happen.

With the adoption of the Long
amendment, we will be along 4 or 5
years from now still worrying about
what we are going to do about saving
the civil service system. It Is now $500
billion underfunded. The Senator
from Rhode Island says $14 billion.
but it Is $17 billion being paid from
the Treasury into the civil service re-
tirement system. The Senator from
Louisiana and I fought paying any
money from the Treasury into the
social security system, and that Is why
this Commission was formed. We, in
other words, have a situation where
we have a terminally ifi patient and
you want a transfusion to someone
who just broke his leg.

The social security system is not in-
solvent. It never was Insolvent. It was
in trouble. The civil service retirement
fund Is insolvent and Is in trouble and
the solution has to be reached, and in
a very short period of time, with the
support of the employees.

But the employees are supporting
the Long amendment because they do
not want social security coverage. I am
going to offer the amendment and let
the Senate decide: Do we want social
security coverage or do we not? I think
the Senator from Louisiana told me he
would oppose the amendment, is that
right?

Mr. LONG. I would expect to oppose
it; yes. If the Senator offers an amend-
ment to say that Federal employees
would not be covered by social secu-
rity, I will vote against it and I will ask
other Senators to vote against it. I feel
that the new Federal employees
should be covered by social security.
That, may I say, is the view of the ma-
jority of Democrats who sponsor this
amendment. We feel they should be
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covered. We intend to vote for cover-
age.

May I say to my able friend from
Alaska, the Senator from Louisiana
appreciates his position. When I first
came here, my first assignment was to
the Post Office and Civil Service Com-
mittee. I was made chairman of the
pay raise subcommittee, it turned out,
and I had to struggle around with the
employee unions at that time because,
as you might anticipate, they were
very hopeful of getting some very
large pay raises. While I was wUlIng to
go along with a pay raise, I felt a re-
sponsibility to try to protect the
Public Treasury, just as does the Sena-
tor from Alaska.

I know the problems the Senator is
speaking to. But I have to say in fair-
ness, we are not asking the social secu-
rity beneficiaries to buy a pig in a
poke. They see what benefits they are
going to get and what sacrifice they
are going to have to make in order to
have their program continued and
funded. I think in fairness the same
thing ought to be done for the Federal
employees. We ought to let them see
what they are going to get.

What do they get when we enact leg-
islation that prejudices for the future
the continuation of the existing pro-
gram?

Mr. STEVENS. All I can tell the
Senator is that in my discussion with
members of the Social Security Com-
mission. with Members of the leader-
ship in the other body, I am convinced
that what they are going to get if they
upset this current solution for the
social security problem is a lot of an-
tagonism from the publlc as a whole.
It is going to come right back down on
those of us who are trying to reform
the civil service retirement system and
provide employees of the Federal Gov•
ernnient with at least as good a plan,
and I believe the plan we had last year
is a better plan.

Do you know less than 30 percent of
the people who contribute to the civil
service retirement system ever get any
benefits out of it? Of those, I think
less than a quarter are women. That
means that most women who come
into Government pay into the civil
service retirement system and when
they leave they only get back their
contributions.

If these same women were working
for a private sector, the employer
would contribute and the employee
would contribute and when they left
thebenefits of the plan would go with
them. But that is not the system here.

We have a plan which would benefit
those who work for the Government
longer than the vesting period but not
long enough to retire. We had a plan
that gave a stimulus to private invest-
ment, a plan that gave management
over the pension fund to the employ-
ees, and we could show them.

The actuaries agreed, our plan
would deliver a better system.

CONGRESSIONAL RECORD — SENATE
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But, again, the assumption was the

first year was social security. That
first year of social security is opposed
by every employee group that I know
of. As I said, ft has been a parting of
the ways for this Senator and many of
those groups because they are unwill-
ing to accept the advice I have given
them, that ft Is going to happen.

I am going to offer an amendment to
the Senator's amendment to say, "No.
let us take them out entirely," because
I want the Senate to vote on that and
make a record for these people to see
how much support there is in the
Senate for taking Federal employees
out of social security, period. I think
there are just two or three of us who
believe that way.

I still believe we could have made
even a better system than this one if
the Social Security Commission had
kept its hands off the Federal retire-
ment system. All they have done is
taken a trasfusion from that patient,
as I said, who is terminally ill. We
could have cured the illness of the
system. We cannot anymore, once
they are covered in social security.

We must reform the system. We
must come up with a pension plan
that assumes the existence of social se-
curity, something we would not have
had to have done otherwise.

I find myself in the strange position
of disagreeing with the Senator's basic
assumption. I do not see why the Sen-
ator should put those of us who have
the duty to come up with a plan into
this position. It will not be the Fi-
nance Committee but it will be the
Civil Service Committees that will
come up with some sort of plan. We
must work with the people who
oppose us because we are willing to go
along with your assumption.

UP AMENDMENT NO. i27
(Purpose: To eliminate coverage of Federal

empLoyees for the purposes of title U of
the Social Security Act)
Mr. STEVENS. Mr. President, I send

an amendment to the desk and ask for
its immediate consideration.

I will say to the Members, it is very
simple so we will not have to waive it
being read.

The PRESIDING OFFICER The
clerk will report.

The bill clerk read as follows:
The Senator from Alaska (Mr. STEvs).

for himself and Mr. MATHIA5, proposes un-
printed amendment numbered 127 to un-
printed amendment numbered 126.

At the end thereof add the following:
On page 4, beginning with line 3. strike

out all through page 9, line 19.
Mr. STEVENS. My amendment ex-

cudes Federal employees entirely
from the social security system. That
is what they seek in the Long amend-
ment. That ts what I would seek, if we
were starting afresh, not to include
Government employees in socia' secu-
rity. I am hopeful that when people
vote on this amendment they will rec-
ognize that some of us believe we can
reform the civil service system without
having social security be the first
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phase of that system. It was not neces-
sary to have to have the Government
employees pay into social security.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Kansas.
Mr. DOLE. Mr. President, I under-

stand we probably have had enough
debate on this amendment and we can
probably vote on the amendment very
quickly. I will just say a word and then
we will start votii3g.

Mr. LONG. Mr. President, I ask for
the yeas and nays on the amendment.

The PRESIDING OFFICER. Is
there a sufficient second. There is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. Which

amendment did the Senator request
the yeas and nays on?

Mr. LONG. On the Stevens amend-
ment, and the underlying amendment
as well.

The PRESIDING OFFICER. Is
there objection to ordering the yeas
and nays on the underlying amend-
ment? Without objection, it is so or-
dered.

Mr. LONG. I ask for the yeas and
nays on the underlying amendment.

Mr. STEVENS. If this amendment
fails, Mr. President, I do have a second
amendment.

The PRESIDING OFFICER Is
there a sufficient second on the under-
lying amendment' There is a suffi-
cient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

Senator from Kansas.
Mr. DOLE. Mr. President, we hope

to conclude action on this bill by 3
p.m. We will have to move rather
quickly. In addition to the series of
amendments with reference to the
Long amendment, the Senator from
Montana has another amendment
that I hope will not take long. The
Senator from South Dakota and the
Senator from Hawaii have worked out
an amendment with reference to cer-
tain aliens that I understand can be
accepted. Senator LEvIN has an
amendment and Senator LONG has an
amendment on determining the
threshold for taxing benefits. Perhaps
there is another amendment by the
Senator from Colorado.

We do not have many amendments
left but about four of those win re-
quire roilcalls. I hope there are no
other amendments being drafted while
we are debating this amendment. That
is one problem when you have staff
not doing anything. They are drafting
amendments during debate.

Mr. President, I would hope we
could start voting on these amerd-
ments.

Mr. President, I certainly support
the Senator from Alaska. The Senator
from Kansas has tried to figure out
some way to accommodate the real
concerns of the Federal employees.
They have some just concerns, but I
am yet to be convinced that this is not
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just a game to prevent them from ever
coming under social security.

I think we have to continue to make
clear that the National Commission
recommended coverage only for new
hires. We probably made a mistake.
We should have brought in employees
with 3 to 5 years of Federal service.
Then we could have given that up and
they would have had a victory and we
would not be here debating the new
hires. We just did not think of that at
the time.

Now we are only discussing new
hires. -

It seems to me that if we are reaily
interested in trying to get this social
security package passed, we are going
to have to address the Long amend-
ment. I would say right now the Sena-
tor from Louisiana probably has the
votes. But we ought to go ahead and
find out. We should finish that
amendment, finish the other amend-
ments, and go to conference. I would
suggest, however, that if we come out
of conference without Federal employ-
ees being covered, there probably
would not be a social security package
which the President would sign.

We have been told by Harry C. Bal-
lantyne, Chief Actuary of the Social
Security Administration, about the ac•
tuarial cost estimates made on Senator
LonG's proposed amendment:

Because of the uncertainty of the develop-
ment of a supplemental pension program
for new Federal employees, we are unable to
attach any estimates of shortrange or long-
range savings to Senator Long's proposal.
Therefore, if the proposed amendment were
enacted, with no other changes in the
Senate Finance Committee bill, the long-
range actuarial balance would change from
a surplus of 0.08 percent of taxable payroll
to a deficit of 0.20 percent under 1983 alter-
native Il-B assumptions. Sünllaiiy. the pro.
jected short-range savings In 1983-89 would
be reduced by $9.3 bifflon.

That Is a fact we must consider, Mr.
President.

I a'so wanted to refer to a letter that
I received from a distinguished
member of the Commission, a former
Commissioner of the social security
system from 1962 to 1973, Robert M.
Ball. I thought It was an excellent
letter on why he believes Federal em-
ployees should be covered. I should
like to read portions of that letter and
have the balance of it printed in the
RECORD.

First of afl, he says:
I fuUy support the coverage of Federal ci-

vilian employees newly hired after January
1. 1984. as recommended by the National
Commission on Social Security Reform and
the establishment for such newly hired em-
ployees of a benefit plan within the Civil
Service Retirement system that would build
on social security coverage. just as Is the
case with the pension plans of private em-
ployers. I would like to tell you why I take
this position.

I spent most of my working career. 30
years. as a Federal employee, and although
during the last 11 years of that period I was
a Presidential appointee, I have always
thought of myself as a career civil servant. I
believe that the business of the United
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States is the most important and challeng-
ing business in the world, and we must be
able to attract to it the best minds and skills
of this and later generations. The need for a
goverrnnent of skilled administrators, re-
searchers, policy analysts—the need for cre-
ative minds—transcends one's personal
views about the proper direction for govern-
ment. Whether one wishes to move the gov-
ernment In conservative or liberal direc-
tions, there Is a need for high competence In
carrying out the tremendous responsibilities
of the United States government.

He 1ndicates that he would do noth-
ing that would undermine the system.
Then, after a lot of thought, as he in-
dicates, he goes on to explain why he
believes that we should have coverage
of newly hired—those are the two key
words—newly hired Federal workers.
There is no one currently in the Fed-
eral service now who is going to be af-
fected at all by this provision.

I must say if they do not like the
Federal system or the possibility of a
supplemental program, they do not
have to come into the Federal service.
They have that option. We are not
trying to force anything on anyone in
the Federal service now. There was rio
intent to do that in anything the Com-
mission recommended or in anything
the Senate Finance Committee
brought to the Senate floor.

Just to summarize Mr. Ball's letter
and the reasons he favors coverage:

One, in the long run. Federal employees
will lose if they are perceived by the public
to have been exempted for selfish reasons
from our basic, complusory social Insurance
system that covers practically everyone else
In the country. Social security has the na-
tional purpose of providing protection to
make up for Income loss because of retire-
ment In old age, total disability, or the
death of a wage earner in the family. It is a
compact between the generations In which
all share the burdens and the benefits. It is
anomalous, to say the least, that Federal ci-
vifian employees are the ones who do not
take part In this national effort. For many
years now, coverage has been extended to
all employment for which it Is practical, in-
cludlrig military service.

I think that in itself answers that
question. It also addresses the ques-
tion raised by Senator STEVENS about
the perception of all the people out
there in my State and every other
State who believe that Federal em-
ployees should be brought into the
system.

Two, the combination of social security
coverage and newly designed benefit provi-
sions within the civil service retirement
system for new employees should be set up
in such a way that, overall, the combination
will provide as good protection as the pres-
ent civil service system does alone. There is
no intention to diminish the protection of
these new employees as compared to the
presently employed.

Three, for many new employees, this ar-
rangement of social security plus a com-
pletely independent supplementary plan, as
in private industry, would be better than
the present civil service plan alone. Social
security with its weighted benefit formula Is
generally more favorable to low-paid em-
ployees than the civil service system, and
frequently social security is better for those
who move In and out of Federal employ-
ment, since the possibility of missing eUgi-
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bility for social security is protected against.
Very importantly, full suriivorship and dis-
ability protection is more quickly achieved
under social security. The amounts paid for
these risks are not related to length of serv-
ice as in the civil service system, but are
fully effective quickly, as in an insurance
plan.

These are very important consider-
ations, Mr. President.

And four, it is true that with extension of
coverage to Federal civilian employment,
Federal employees will lose an unfair advan-
tage which they now have over those cov-
ered by social security throughout their
working lives, but it is desirable that this
should be the case. At present, about 73 per-
cent of Federal annuitants who are age 62
or more are also eligible for social security,
but they have been granted social security
protection under more favorable benefit-to-
contribution ratios than are possible for
most people.

That is another factor that should
be considered.

Mr. President, I ask unanimous con-
sent that the balance of this excellent
letter be printed in the RECORD, be-
cause I think it makes a strong case
for covering Federal employees—newly
hired Federal employees—to take
effect on January 1, 1984.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

ROBERT M. BALL,
Washington, D.C., February 17, 1983.

Hon. ROBERT DOLE,
Chairman, Committee on Finance.
Washington, D.C.
'DEAJI MR. CHAIRMAN: I fully support the

coverage of Federal civilian employees
newly hired after January 1, 1984, as recom-
mended by the National Commission on
Social Security Reform and the establish-
ment for such newly hired employees of a
benefit plan within the Civil Service Retire-
ment system that would build on social se-
curity coverage, just as is the case with the
pension plans of private employers. I would
like to tell you why I take this position.

I spent most of my working career, 30
years, as a Federal employee, and although
during the last 11 years of that period I was
a Presidential appointee, I have always
thought of myseil as a career civil servant. I
believe that the business of the United
States is the most important and challeng-
ing business in the world, and we must be
able to attract to it the best minds and skills
of this and later generations. The need for a
government of skilled administrators, re-
searchers, policy analysts—the need for cre-
ative minds—transcends one's personal
views about the proper direction for govern-
ment. Whether one wishes to move the gov-
ernment in conservative or liberal direc-
tions, there is a need for high competence in
carrying out the tremendous responsibilities
of the United States government.

It follows, therefore, that I would do
nothing knowing'y to reduce the attractive-
ness of govermnent service. On the con-
trary, I am appalled at the limits that have
been placed on compensation so that Feder-
al pay is becoming less and less competitive
with private industry. We are only hurting
our Nation when we make it more difficult
to attract and hold the best people to work
for us all as government employees.

A good retirement system and other
fringe benefits have traditionally been a
part of Federal government personnel
policy. To some extent these benefits have
made up for frequently lower wage and
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salary levels. I believe it is of great impor
tance to continue the policy of fully ade
quate retirement and fringe benefits for
Federal employees—those presently em
ployed and those hired in the future—as
part of the objective of making our Govern-
ment work well. It is good that the Fdera1
government has been a leader in personne'
policy in this area.

I have given the reasons why I favor the
coverage of newly hired Federal employees
below:

1. In the long run, Federal employees will
lose if they are perceived by the public to
have been exempted for selfish reasons
from our basic, compulsory social insurance
system that covers practically everyone else
in the country. Social security has the na
tional purpose of providing protoction to
make up for income loss because of retire-
ment, in old age, total disability, or the
death of a wage earner in the family. It is a
compact between the generations in Which
all share, the burdens and the benefits. It is
anomalous, to say the lea.t, that Federa] ci-
vilian employees are the ones who do not
take part in this national effort. For many
years now, coverage has been extended to
all employment for which it is practical, in-
cluding military service. I have been on
many radio and TV call-in shows in recent
years and made many talks on social secu
rity to general audiences. I always get the
question "Bow come Federal employees
don't have to pay in when I do?

2. The combination of social security cov-
erage and newly designed benefit provisions
within the civil service retirement system
for new employees should be set up in such
a way that, overall, the combination will
provide as good protection as the present
civil service system does alone. There Is no
intention to diminish the protection of
these new employees as compared to the
presently employed.

3. For many new employees, this arrangeS
ment of social security plus a completely in-
dependent supplementary plan, as in private
Industry, would be better than the present
civil service plan alone. Social security with
its weighted benefit formula is generally
more favorable to how-paid employees than
the civil service system,, and frequently
social security is better for those who move
In and out of Federal employment, since the
possibility of missing eligibility for social se-
curity is protected against. Very Important.
ly, full survivorship and disability protec-
tion is more quickly achieved under social
security. The amounts paid for these risks
are not related to length of service as in the
civil service system, but are fully effecUve
quickly, as in an insurance plan.

4. It is true that with extension of coverS
age to Federal civilian employment, Federal
employees will lose an unfair advantage
which they now have over those covered by
social security throughout their working
lives, but it is desirable that this should be
the case. At present, about 73 percent of
Federal annuitants who are age 62 or more
are also eligible for social security, but they
have been granted social security protection
under more favorable benefit-to.contrIbu
tion ratios than are possible for most
people. The Federal annuitant picks up
social security coverage without having paid
into the system over his entire working Jife.
tme, but instead gets the social security
benefit based on a partial earnings record in
employment outside the Federal govern.
ment. His or her earnings record under
social security therefore has a lot of zero
years in it and the average wage on which
the benefit is based tends to be low. Th!s
gives the Federal ann'iitant the advantage
of the weighted social security benefit for-
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rnula (the factors In the benefit formula are
90 percent, 32 percent and 15 percent)
which was intended to benefit low-paid
people. This is not the fault of the Federal
employee—there Is nothing he can do about
it under present law—but the result is such
that everyone else in the country is paying
somewhat more for social security because
Federal employees receive this advantage.
Thus the extension of social security to Fed-
eral employees reduces the long-range over-
all cost of the system by about 0.3 percent
of payroll. It is just not true that new Fed-
eral employees would be asked to "bail out"
the social security to their own disadvan-
sage. On the contrary, extension of coverage
would correct an inequity now disadvanta-
geous to those Under social security.

5. The notion has been widely circulated
that covering new Federal employees under
social security would deprive present Feder-
al annuitants and those presently employed
by the Federal government of a future
source of Income needed to pay their retire-
Inent benefits. This Is not the caie. At the
present time, the protection furnished by
the civil service retirement system—depend-
ing on how it Is figured—Is worth about 38—
40 percent of payroll. Employees are paying
only 7 percent of their earnings toward this
protection. The agency for which they work
contributes another 7 percent, and the rest
of the benefits will be paid for from general
revenues. Thus under present law, the bene-
fits of present workers will be paid for
mostly from general revenues, not the con-
tributions of the newly hired.

Moreover, the contributions that the
newly hired employees would make toward
a specially designed benefit Plan within the
civil service system would mingle with all
other contributions to that system, as Is the
case today with other special benefit plans
in the civil service retirement system, such
as those for Members of Congress. congres-
sional employees, air traffic controllers, etc.
It is true that the contributions to the civil
service retirement system to be made by
new Federal employees would be lower than
the contributions paid by those already at
work because, of course, the supplementary
plan on top of social security will be cheaper
than the present plan, which Is intended to
be sufficient In itself. liowever, these lower
contributions will be balanced by the faet
that the benefit provisions for the newly
hired will have lower long-term costs, and
create less liability for the civil service re-
tirement system. You cannot help the civil
service retirement system's long-range fi-
nancing by bringing in new people who pay
7 percent of earnings toward a liability of
between 38 percent and 40 percent of earn-
ings.

The civil service retirement system as a
Whole wiU not be Injured by the proposal to
cover the newly hired under social security
plus a specially designed benefit plan for
this group withIn the civil service retire-
ment system.

There is apparently widesprcad miunder-
standing among Federal employees about
these facts, some even believing that the
civil service retirement system Is adequately
financed by a combination of the 7 percent
contributions that they pay and matching
contributions from their agency. It is impor-
tant that these misunderstandings be cor-
rected.

It is not surprising to me that Federal em-
poyees are greatly concerned about aiy
proposals affecting their pay, working con-
ditions, retirement and other fringe bene-
fits. Their total compensation is being
threatened in a variety of ways, but, in my
considered judgment, the proposal to
extend social security to newly hired em-
ployees is of an entirely different character.
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The adoption of this proposal will help, not
hurt, the presently retired, the presently
employed, and the newly hired, and will
strengthen, not weaken, the attractiveness
of Federal employment, while improving
the attitude of he rest of the country
toward the Federal employee.

Sincerely,
RoBrr M. BALL

Mr. DOLE. Mr. President, I strongly
support the amendment of the Sena-
tor from Alaska. I hope we can vote.

UP AMENDMENT NO. 127 AS MODIFIFI!)

Mr. STEVENS. Mr. President, I am
not sure the Senator from Kansas re-
alizes the amendment I have at the
desk to the Long amendment Is to take
Federal employees completely out of
social security. I have been advised by
the Parliamentarian that there is a
technical error. I ask unanimous con-
sent that my amendment be modified
to cover that point.

The PRESIDING OFFICER. The
Senator has the right to modify his
amendment. The clerk will state the
modification.

The assistant legislative clerk read
as follows: -

In lieu of the language proposed to be In-
serted insert:

"The amendments made by section 101
shall be null and void."

Mr. STEVENS. The effect of that, I
want to be sure we all understand, Is
that the social security recomnienda-
tions that members of the civil service
pay Into the social security system will
be nullified.

Mr. DOLE. I support the Senator's
offering that amendment to make the
record. I do not agree with the amend-
ment.

Mr. STEVENS. I understand.
Mr. LONG. Mr. President, I am In-

formed that the yeas and nays have
not been ordered on the Stevens
amendment. Is that correct?

The PRESIDING OFFICER (Mr.
MWuowsKI). The Senator from Lou-
isiana Is correct.

Mr. LONG. I ask for the yeas and
nays, Mr. President.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
Mr. LONG. Mr. President, I knew

the Stevens amendment was subject to
a point of order. I did not make the
point of order because I felt that if he
has the votes, the Senator from
Alaska will prevail whether we make
the point of order or do not make the
point of order.

With reference to the actuary's
memorandum, the actuary's memoran-
dum is based on a false assumption. It
is based on the assumption that Con-
gress will never act to put a supple-
mental civil service program into
effect. But if such a program is en-
acted, then on a consolidated budget
basis, Mr. President, there is no real
difference whether the new Federal
employees pay their money into the
Federal retirement program or wheth-
er they pay their money Into the
social security program—in any event,
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the Federal Government gets the
money. But one can ccntend that it
would create an actuarial problem for
the social security program in the
event that the assumption that the
new employees will pay into the social
security fund never takes place.

I want to make it clear, Mr. Presi-
dent, and now that the Stevens
amendment Is to be voted on, I wel-
come the opportunity to make it clear
by my vote, and I assume most will
make it clear by their vote, that we are
not attempting to keep Federal em-
ployees out of social security. I think
they should be in social security, just
as we ourselves come under social se-
curity—and I modified the amendment
so as to put myself under social secu-
rity, and every other Senator when he
votes for this amendment is voting to
put himself under social security. So
we are not trying to keep anybody out.
We are putting ourselves under social
security. We propose that Federal em-
ployees be under that program, too.

The only difference is that we pro-
pose that Federal employees have an
oportunity to see what they are going
to get in return for what they are
giving. It Is that simple.

I hope the Stevens aniendment will
not be agreed to, but I welcome the
opportunity to vote against it because
the Senator, I think, may want to vote
against it himself. It gives us an oppor-
tunity to demostrate whether we are
for or against putting Federal employ-
ees under social security.

Mr. STEVENS. Mr. President, I am
glad the Senator from Louisiana made
that statement, because I want to
assure the Senate that had we been
left alone with the Federal civil service
retirement, we would have had the
same freedom to deal with that system
as the social security system has had
to deal with its system and we could
have improved it. We could have made
it responsive to the needs and wishes
of our society. However, the social se-
curity question having come first and
this proposal having been made by the
Commtssion in order to solve the prob-
lems of the social security system,
they have, as I said before, made the
civil service system a terminally ill pa-
tient. I think we can still revive that
system. It should be revived. I wel-
come the approval of this amendment.

What it will do, I admit, Is send the
social security system reforms back to
the Commission for some solution to
that portion of their Insolvency prob-
lem that Is related to the payments
that would come from new Federal
employees.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment, as modified, of the Senator from
Alaska. The yeas and nays have been
ordered. The clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. CRANSTON. I announce that
the Senator from South Carolina (Mr.
HOLLING5) and the Senator from Mas-
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saehusetts (Mr. Kmi) are neces-
sarily absent.

The PRESIDING OFFICER (Mr.
RIJDMAN). Are there any other Sena-
tors In the Chamber who desire to
vote?

The result was announced—yeas 12,
nays 86, as blows:

(RolIcall Vote No. 47 Leg.1
YEAS—12

Andrews
BurdLck

Matbias
McClure

Specter
Stevens

East Murkowski Symxns
Heflln Sarbanes Zorthsky

NAYS—86
Abdnor Garn Metzenbaum
Armstrong Glenn Mitchell
Baker Goldwater Moynthan
Baucus Gorton Nickies
Bentsen Grassley Nunn
Biden Hart Packwood
Blngaznan Hatch Pell
Boren Hatfield Percy
BOSCh WItZ Hawkins Pressler
Bradley Hecht Proxmlre
Bumpers Heinz Pryor
Byrd Helms QUayle
Chafee Huddleston Randolph
Chiles Humphrey Rlegle
Cochran Inouye Roth
Cohen Jackson Rudman
Cranston Jepsen Sa8ser
D'Aniato Johnston Simpson
Danforth Kassebaum Stafford
DeConcini Kasten Stennls
Denton Lautenberg Thurmond
Dixon Laxalt Tower
Dodd Leahy Trible
Dole Levin Tsongas
Donienici Long Wallop
Dureberger Lugar warner
Eagleton Matsunaga Weicker
Exon Mattingly Wilson
Ford Melcher

NOT VOTING—2
Hollings Kennedy

So Mr. Sitvis' amendment (UP No.
127), as modified, was rejected.

UP M qDMENT NO. 128
(Purpose: To require the establishment of a

Social Security supplemental retirement
program for new Federal employees by
October 1, 1985, and to provide retirement
credit for service performed by new em-
ployees during the period between Decem-
ber 31, 1983, and October 1, 1985)
Mr. STEVENS. Mr. President, I send

an amendment to the desk and ask for
Its Immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows: -

The Senator from Alaska (Mr. STEvENs)
proposes an unprinted amendment num-
bered 128.

Mr. STEVENS. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
In lieu of the language to be proposed

Insert the oilowtng:
"(c)(1) The amendments made by this sec-

tion shall be effective with respect to remu-
neration paid after December 31, 1983;

"(2) For the purposes of this section the
term 'new employee' means any individual
whose service Is employment under section
210(a)(5) of the Social Security Act (as ef-
fective with respect to remuneration paid
after December 31, 1983) and section
3121(b(5) of the Internal Revenue Code of

1954 (as effective with respect to remunera-
tion paid alter December 31, 1983).

"(3) Not later tnan October 1, 1985, there
shall be established by law a retirement pro-
gram that provides retirement benefits
which supplement benefits payable under
title II of the Social .Security Act for new
employees.

'(4) Notwithstanding any other provision
of law—

"(A) new employees shall not pay into the
Civi Service Retirement and Disability
Fund, and deductions shall not be withheld
from the basic pay of any such employee for
the purpose of paying Into such fund;

"(B) if a retirement program Is established
pursuant to paragraph (3) by October 1,
1985—

"(1) each new employee shall, for the pur-
poses of such program, be given credit for
service performed under employment by the
United States Government during the
period beginnIng January 1, 1984, and
endIng September 30, 1985, or, If earlier, on
the day before the effective date of such re-
tirement program; and

"(2) no payment of a contribution for such
retirement program shall be required of
such employee with respect to such service;
and

"(c) if no retirement program Is estab-
lished pursuant to paragraph (3) by October
1, 1985—

"(1) each new employee shall, for the pur-
poses of subchapter III of chapter 83 of title
5, UnIted States Code, be given credit for
service performed In the employment of the
United States Government during the
period beginning January 1, 1984, and
ending September 30, 1985;

"(2) no payment of a contribution for the
purposes of such subchapter shall be re-
quired of such employee with respect to
such service; and

"(3) clause (1) shall not apply with respect
to service performed by such employee
under employment by the United States
Government after September 30, 1985.

Mr. STEVENS. Mr. President, this
amendment, now that the Senate has
gone on record that it does not en-
dorse the intent of the Long amend-
ment, is to deal with the problem of
new civil service employees. The effect
of this amendment would be that new
civil service employees would be cov-
ered Into the new pension system that
we will enact and the amendment com-
mits us to enact that by October 1,
1985. They would not have to contrib-
ute between now and 1985, or until the
plan becomes effective, to the new
system.

We have cleared this with the Social
Security Commission representative
and with the Office of Management
and Budget. It has very little, if any,
budget impact because the main plan
that is under consideration to replace
the civil service retirement system is
In fact a noncontributory pension
system which uses social security as its
first base, Its first tier and the noncon-
tributory pension system as the second
portion of the plan.

The effect of this would be, again,
that new Federal employees would be
paying into social security as is con-
templated by the Social Security Com-
mission report.

I have discussed this at length and
my friend from Louisiana understands
it.
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The problem that we have is dealing

with the long amendment. The Long
amendment is backed by people who
do not Want to see civil servants pay
into social security. That is not the
intent of the Senator from Louisiana
but that is the intent of the people
who seek its pa3sage.

My amendment requires that a new
supplemental pension for civil serv-
ants be enacted into law, as I said, by
October 1, 1985. All Federal employees
hired after December 31 of this year
would not contribute to the civil serv-
ice retirement system. Instead, they
would be In the social security system
and would be given credit In the new
Federal pension system from the date
of their hire without regard to wherL
the system becomes effective.

In effect, It is a free ride for new em-
ployees in the new Federal retirement
system.

If Senators vote for the Long
amendment they are goIng to put
social security coverage for civil serv-
ants In the political year of 1984 when
it is going to become an Issue in the
Presidential campaign and it is not
going to happen. It is not going to
happen In a Congress that is divided
politically and where partisan politics
has a great sway in an election year.

Those of us who are on the Civil
Service Subcommittee here and on the
Civil Service Committee In the House
of Representatives know we have a
very difficult problem. It is worse, as I
have said before, than the social secu-
rity problem. The unfunded liability
of the civil service retirement system
is more than twice as much as the pro-
jected liability of the social security
system, and we are working hard, after
a Presidential commission and all the
work that has gone into it, to reform
the social security system which has a
lesser problem.

Since my amendment to exclude
Federal employees from social security
failed, my new amendment assumes
that the new employees would be cov-
ered as of the beginning of the year
pursuant to the Commission report.
But those new employees would not
have to pay both social security and
civil service retirement contributions.
To do so would be quite burdensome.

So, Mr. President, I am hopeful that
the Members of the Senate will now
provide protection for Federal employ-
ees since that last vote indicated the
Senate wishes to lower civil service
employees under social security. This
amendment assures retirement pay-
rnent above social security for the new
employees will not have to be made
until October 1, 1985, or the date in
which Congress enacts the new pen-
sion system which I hope is substan-
tially In advance of that time.

Mr. WARNER. Mr. President, will
the Senator yield for a question?

Mr. STEVENS. I yield.
Mr. WARNER. Under the previous

amendment which was defeated, it was
quite clear that Meribers of Congress
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would be taken out from under social
security had the amendment passed.
Will the Senator address that issue in
this amendment?

Mr. STEVENS. I am glad the Sena-
tor mentioned that because it was not
clear. It was not until alter I offered
the amendment that staff advised me
that that section included Congress.

I had no Intention under that last
amendment to do so. This amendment
does not affect Members of Congress
at afl. This amendment affects new
Federal civil servants only.

Mr. WARNER. Mr. President, if the
Senator will yield further, there was
nothing personal Intended in the ques-
tion. As a matter of fact, I was one of
those who caine to the Senator after
the vote started, and pointed it out.

Of course, our distinguished friend,
the Senator from Louisiana, has
amended the amendment, of which I
am a cosponsor, which does not affect
Members of Congress.

Mr. STEVENS. As long as the Mem-
bers are here, we ought to discuss this
because the bifi that came from the
House includes Members of Congress
as employees within the social security
system.

Currently those of us who have out-
side Income beyond our Senate salary
pay social security as self-employed
persons, and we pay more.

The House bifi and the Senate Fi-
nance Committee bill save money for
those people who have outside Income.
It punishes those who do not have
outside income, new Members of Con-
gress, those who do not take honorar-
Ia, who will have their social security
contributions increased.

So we are gorng to get to that sub-
ject before the day is over, but I want
to assure the Senator from Virginia
there is no intention in the amend-
ment to deal with that question.

The Senator from Louisiana's
amendment preserves the intention of
the Senate Finance Committee and
the House Ways and Means Commit-
tee that Members of Congress will be
included as employees which, as I said,
will save money for most Members of
Congress who have outside income.
That is the vast majority of the Mem-
bers of Congress.

Those who do not have outside
income, it wifi increase their contribu-
tions because they will then pay as
employees into the ocial security
system and they wifi be the only Fed-
eral employees who are currently on
the rolls of Federal employment who
will be so treated.

I do think that ought to be ad-
dressed at a later time. This, however,
deals only with new employees who
contribute to the civil service retire-
ment system.

I do believe, and I hope Members
will agree, that having decided that
the Social Security Commission's rec-
onunendations that civil service em-
ployees must pay into the social secu-
rity fund was correct, they now should
not mislead postal and civil service em-

ployees to believe that by putting this,
of f to allow the issue to go over into a
political election year, that Congress
will, in fact, change that recommenda-
tion of the Social Security Commis-
sion. I believe passage of my amend-
ment does more for Federal employees
since it assures them that there will be
a supplemental pension and that they
will receive free credit in that system
until it is established.

Mr. GLENN. Mr. President, I am
pleased to cosponsor the amendment
offered by Senator LONG to provide
that social security coverage of new
Federal and postal employees will take
place In January 1984, as mandated by
the Finance Committee's social secu-
rity bill, as long as Congress has en-
acted a supplemental civil service re-
tirement program for these workers by
that time. I urge early congressional
hearings on this Important issue so
that we are able to meet that deadline.
If we do not, social security coverage
would be triggered upon enactment of
legislation Implementing a supplemen-
tal civil service retirement plan.

The National Commission on Social
Security Reform's plan assumed the
adoption of a supplemental retirement
program for new civil servants. The
social security bifi reported from the
Finance Committee assumes such a
plan. The purpose of this amendment
is to add assurance to these assump-
tions that both parts of the plan will
be carried out. It is not fair to include
new Federal employees under social
security without providing in advance
how pension benefits will be protected.
The amendment would add a measure
of fairness to the Commission's plan
and finance bilL

Presently, Federal employees con-
tribute 7 percent of their salary for re
tirement. Workers under social secu-
rity contribute 5.4 percent of their
earnings covered by the payroll tax.
Both contribute 1.3 percent of salary
to medicare. With the social security
tax rising next year, without enact-
ment of a supplemental program, new
Federal employees will be contributing
14 percent of their salaries to civil
service, social security, and medicare.

I have always been supportive of leg-
islation to strengthen the independent
retirement system of civil servants. I
view current retirement benefits as de-
ferred compensation which attract
qualified people into Government
service—where the salary might not
compete with the profit of private in-
dustry. The civil service retirement
system has a long history of serving
this purpose. Federal employees were
not included under the original Social
Security Act because they had this
program of retirement protection.

As a member of the Senate Govern-
mental Affairs Committee, I am well
aware that President Reagan's past
two budgets have reduced civil service
benefits in both the retirement and
health programs. The administratiOn's
1984 budget includes a number of new
proposals harmful to both current
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workers and retirees. There is fear on
the part of some that enactment of
these budget-cutting proposals will be
demanded as a price for White House
support of a supplemental retirement
program for new civil servants.

Despite the fact that the President
endorsed the Commission's proposal
mandating social security coverage for
new Federal and postal workers 3
months ago, we have yet to see any ad-
ministration proposal for establishing
a supplemental retirement program.
There are no White House or other
proposals before the Congress to es-
tablish a plan. We do not have any
idea of what such a plan would look
like.

The amendment offered by the dis-
tinguished ranking Democratic
member of the Finance Committee
will help insure that Congress will con-
tinue providing financing for the pres-
ent civil service retirement program,
and will enact a responsible plan for
new workers entering Government
service.

Mr. PRYOR. Mr. President, today I
rise in full support of the amendment
which my distinguished colleague
from Louisiana, the ranking minority
member of the Finance Committee,
has offered which would delay manda-
tory coverage of newly hired Federal
employees until after a supplementary
retirement system is set in place for
civil service workers. It is my firm
belief that this change would vastly
improve a very controversial provision
of the social security financing pack-
age without substantially altering the
National Comni1sion on Social Secu-
rity Reform's recommendations.

Mr. President, I have called this an
improvement in the Federal worker
provision because I firmly believe it
will ease the very real concerns that
many members of the Federal work
force and retired civil servants have.

Under current law, assuming pass-
sage of this legislation, new Federal
hires and former civil service retire-
ment system participants with a break
in service of more than 1 year would
be forced to pay 13.5 percent of their
income—? percent to go to the civil
service retirement system and 6.5 per.
cent to the social security system. The
same contribution would be exacted
from the Federal Government.

We all know the strains that have
been placed on workers and employers
as the result of recent increases in
payroll taxes—they have served as a
disincentive for hiring and have placed
a greater burden on the work force—
both at times when they can least be
afforded. To require that the new Fed-
eral worker almost double the current
contribution for retirement will place
a painful, inequitable and unnecessary
financial burden on all new Federal
workers.

In many cases, the benefits associat-
ed with a job may be the key factor in
drawing well-qualified applicants for
openings. This provision, as currently
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constructed, will discourage quality In-
dividuals from coming into the Feder-
al work force due to the uncertainty of
their work-related benefits.

I also question the fairness of asking
current civil service workers to go on
the "blind faith" that the Congress
will formulate a fair method for guar-
anteeing the retirement security of
our public servants—a process which
we know will take a considerable
amount of time. We have no knowl-
edge of the increased administrative
costs which may result from the inte-
gration and modification of the 38 cur-
rent Federal retirement programs so
that they will complement the social
security system. I think this is far to
Important and far reaching a change
to legislate with so many loose, ends
hanging.

Mr. President, the report of the Na-
tional Commission states that the in•
clusion of new Federal workers in
social security will result in $9.4 billion
in new revenues to the system through
the end of this decade. It is true that
half of these revenues will come from
new Federal workers. But the other
half will be taken from the Federal
Treasury. No consideration has been
given to the fact that the Federal Gov-
ernment will be under obligation to
pay its contribution should these new
workers decide to participate in the
supplemental program which must be
developed. We have no knowledge of
the budgetary Implications of this pro-
vision.

During my membership on the Gov-
ernmental Affairs Committee the
Comptroller General of the United
States concluded to the committee in a
report entitled The Need for Overall
Policy and Coordinated Management
of Federal Retirement Systems," that
the extension of social security cover•
age to Federal workers will require a
substantial increase in the cash re-
quirements of the Federal Govern-
ment. It is important that we closely
examine what these cash requirements
will be.

In closing, Mr. President, I think it
is Important to note that in recent
years the Federal worker and civil
service retiree have been asked to
accept considerable reductions in
work-related. benefits such as health
insurance and retirement income. To
once again ask them to entrust their
present and future security on the
basis of the promises of an unpredict-
able Congress and a hostile adminis•
tration is patently unfair. The least we
can do Is delay coverage of new Feder-
al employees until a supplemental re-
tirement system is in place.

If the Congress is able to address the
many concerns which this proposal
has raised as quickly as some of my
colleagues have claimed, then there
will be no need to delay coverage. If
we are not able to enact the necessary
changes, there is no Justification for
mandatory coverage while so much
uncertainty Is still rampant. I urge
adoption of the Long amendment.•
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• Mr. HOLLINGS. Mr. President I
am pleased to be a cosponser of the
Long amendment. This proposal will
simply delay enactment of social secu-
rity coverage of new Federal employ-
ees until Congress has had the time to
thoroughly review and implement sup-
plementary legislation. It will not
exempt Members of Congress and the
President from coverage.

While we all recognize the urgency
to enact social security reforms, we
should not allow that urgency to stain-
pede us into enacting poor policy. And
that is exactly the case if we accept
the National Commission provision to
bring new Federal employees into the
social security system. We will, in es-
sence, be gutting the civil service re-
tirement system unde the guise of
saving social security. That to me is a
very bad deal.

Mr. President, the proposal to bring
new Federal employees into social se-
curity was simply not thought out. For
if it had been, it would never have
been made at this time. The proposal's
costs, in both financial and human
terms, simply outweigh its benefits.

First of all, there is little doubt that
this is a poor financial bargain for
both the taxpayer and the social secu-
rity system. At the least, some or all of
the $500 bfflion unfunded liability of
the civil service retirement trust fund
will have to be funded by the Federal
Treasury. Exactly how much or how
little is open to dispute. But the fact is
that the taxpayers of this country—al•
ready carrying a large share of civil
service retirement costs—could be ac-
cepting an additional $500 billion in
debt over the next 40 years if we enact
this merger. And at the worst, we may
not only be accepting these new costs,
but may actually be exacerbating
social security's problems over the
long run by bringing millions of new
beneficiaries into this troubled system.

Second, bringing new Government
workers into social security at this
time would be one more signal to the
Federal employee that he is really a
second class worker. The civil servent
is already lagging behind his private
sector counterpart by 13.9 percent in
wages and he is possibly facing a total
wage freeze this year. Health and
other benefits have been cutback over
the last 2 years and this spring the ad-
ministration has proposed yet another
radical set of changes in his basic re-
tirement benefits. And now to top all
of that off, the Government worker is
seeing the civil service pension system,
which has existed since 1920, basically
dismantled in the name of saving
social security. Certainly, that is the
wrong signal at the wrong time be-
cause we have never needed a compe-
tent American Government more than
today. And the only way to insure that
competence is to have an effective, ef-
ficient, and skilled civil service—not a
demoralized work force under con-
stant attack.

And third, this proposal is backed
more by anecdotes than by facts. By
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that I mean that there seems to be a
notion that the retired civil servent is
somehow reaping unearned and astro-
nomical benefits at the expense of
social ecurity—the old whipping boy
called the double-dipper. But the facts
show that what may have once been
the case, is not necessarily so today.
The civil servent needs to pay into
social security for at least 40 quar-
ters—lO years—in order to qualify for
benefits. The minimum benefit, which
did provide a windfall to certain re-
tired civil servants, was eliminated in
1981. The ,ublic pension offset, which
we enacted in 1977, is scheduled to
take effect this year. And, finally,
other provisions of this bill will reduce
any windfall a retired civil servant
might reap by revising the so-called
tilt in the social security benefit for-
mula.

Mr. President, I am a realist and un-
derstand that this bill is going to be
enacted despite my reservations. It
simply has too many heavyweight sup-
porters, from the President to the
Speaker of the House. And it should
be enacted because we simply can not
let social security go under. But we
should not rush peilmell into a mis-
take regarding the civil service pension
system. And our amendment will give
us time to avoid that mistake.

Our amendment simply codifies
what is assumed in the bill—that a
supplementary system will be enacted
to protect the rights of Federal em-
ployees and the taxpayers. Instead of
putting the cart before the horse by
bringing civil servants into social secu-
rity before we have enacted legislation
to implement this change, we put the
cart back where it belongs. This
amendment wifi delay coverage of new
Government workers until Congress
has passed the necessary supplemental
legislation. This will not only protect
the civil servant but also the taxpayer
from a possible fiscal folly. Once we
are able to study this proposal—away
from the crisis atmosphere that sur-
rounds this bill—we will be able to
carefully assess all of the potential
costs and benefits. And If my analysis
proves correct, I am confident that the
fiscally shortsighted aspects of the po-
tential merger will become very clear
to all Members of the Senate.

In conclusion, Mr. President, there is
no doubt that the civil service retire-
ment system has been in need of
reform. I have supported and spon-
sored a number of the changes we
have enacted in the last few years and
I will carefully review any reasonable
proposals made in the future. But
what the committee is suggesting
today is not reform. Instead, it is what
I like to call blind faith legislation.
That is, we are asked to enact a huge
change—ane that could cost the tax-
payer, the social security recipient,
and the Federal employee billions of
dollars in the future—on the faith
that all of these potential problems
will be worked out after the law is
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passed. Well, I for one have seen the
folly of that route in the past and do
not want to see it repeated here. Our
aniendment will prevent that from oc-
curring today and it will prevent Con-
gress from being steamrolled into en-
acting a shortsighted piece of legisla-
tion.S
• Mr. SASSER. Mr. President, I rise
today to sponsor and express my
strong support for the Long amend-
ment to the social security bill.

This amendment, ably described by
the distinguished Senator from Louisi-
ana. provides that new Federal em-
ployees will not be covered under
social security unless and until legisla-
tion is enacted that would provide new
Federal employees the full protection
of a supplemental civil service retire-
ment system.

This is an eminently fair amend-
ment, Mr. President.

It recognizes the obligation of the
Federal Government to both the social
security system and the civil service
retirement system.

It recognizes the fact that we must
have a solvent social security system
that will meet the need of the 36 niH-
lion Americans who depend on social
security for basic retirement, survivor,
and disabifity benefits.

It also recognizes the fact that we
have a solemn obligation to maintain
the integrity of the civil service retire-
ment system for the more than 1.7
million Federal retirees and survivors
currently receiving benefits, and the
more than 2.9 million Federal workers
that are ellgible for civil service retire-
ment benefits.

This amendment enables the Con-
gress to meet its obligation to social se
curity beneficiary and civil servant
alike.

Now, Mr. President. we have been on
a fast track on social security legisla-
tion.

We have moved on this legislation
with breath-taking speed. The Nation-
al Commission on Social Security
made its final recommendations to the
Congress on January 20, 1983. The
House Ways and Means Committee re-
ported this legislation on March 4,
1983. and it was passed by the House
on March 9, 1983.

And here in the Senate we are on
this legislation less than 2 months
after its introduction.

I do not quarrel with the speed with
which we are considering this legisla-
tion. We must have a social security
bill in place so that social security
checks can continue to be mailed in
July of 1983 to social security recipi-
ents.

But it is a fact of legislative life that
whenever this Congress moves a major
bill on a fast track, there are bound to
be flaws in that legislation.

That certainly is the case with H.R.
1900, as amended.

Unfortunately, the House of Repre-
sentatives did not choose to have a fair
and open debate about the issue of the
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coverage of Federal employees under
social security.

A number of Congressmen implored
the House Rules Committee for a rule
that would permit an amendment
dealing with the issue of coverage of
new Federal employees under social
security.

That proposed rule was denied, and
the House of Representatives was not
able to debate this issue in its consid-
eration of the Social Security Act
Amendments of 1983.

Fortunately, Mr. President, we are
able to rectify this event and consider
a suitable amendment to deal with
this issue.

And in that regard, I commend Sen-
ator LONG for bringing this amend-
ment before the Senate Finance Com-
mittee and before the full Senate
today.

Mr. President, I support this amend-
ment for several reasons.

First, there is a matter of basic
equity. Federal civil servants are right-
ly concerned that coverage of new
Federal employees may eventually un-
dermine the fiscal integrity of the cur-
rent civil service retirement system.

Without new Federal employees
making a full contribution to the civil
service retirement system, it is esti-
mated that the fiscal loss to the Feder-
al retirement system will amount to
some $640 billion by the year 2022.

In essence, passage of the current
legislation without the Long amend-
ment could result in back-door de-
struction of the civil service retire-
ment system.

That is not fair, Mr. President.
I believe that one of the major at-

tractions to Federal service is the civil
service retirement system. We have
had a civil service retirement system
for some 63 years. And the civil service
retirement system has prompted
many, many fine people to come into
Federal service.

And I can say that from personal ex-
perience. Mr. President, because my
father was a dedicated civil servant.

We must not break faith with the
Federal employee and undermine the-
civil service retirement system.

A second reason for my support of
the Long amendment, Mr. President,
is the fact that I believe we do not
have the full facts of the fiscal impact
of the coverage of new Federal em-
ployees on social security financing.

For example, when the Social Secu-
rity Commission first broached the
recommendation for the coverage of
new Federal employees 'under social
security, they suggested that it would
add some $21 billion to the social secu-
rity funds between 1984 and 1989.
Later, in testimony before the Con-
gress, Chairman Alan Greenspan re-
vised that estimate downward to some
$12.5 billion, and independent analysis
of this problem notes that the funds
transf erred into the social security
system would only be some $5.3 billion
during that period.
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If that is the case, Mr. President, the

fiscal benefits of covering new Federal
employees under the social security
system has been oversold. Indeed, if
the savings have been so overstated,
we could have adopted other alterna-
tives—such as paying for the adminis-
trative costs of the social security
system out of general revenue for in-
fussing additional revenues into the
social security system.

We have not had a full debate over
the real savings of including new Fed-
eral employees into the social security
system, and that is another reason for
not going forward with the proposal to
cover new Federal employees under
social security.

Finally, Mr. President, I support the
adoption of the Long amendment be-
cause as it stands now, in January
1984, new Federal employees will be
subject to a retirement contribution of
nearly 14 percent, because they will be
covered by both social security and a
civil service retirement system.

That is a fiscal burden which is far
too great for Federal workers. It will
most definitely make it more and more
difficult to attract qualified workers
into the Federal service. As a result all
Federal services will suffer as the Con-
gress further deliberates changes to
the civil service retirement system.

Mr. President, we are on a fast track
with social security legislation. But in
this process we are proceeding to make
major changes in the civil service re-
tirement system which have not been
the subject of extensive deilberations
by the U.S. Congress.

Once again we are giving short shrift
to the Federal employee. And lest we
forget, the Federal employee serves us
all. They are the ones that mail the
social security checks every month.
They are the ones that maintain our
national parks and forests. They are
the ones that investigate and control
communicable diseases. Indeed, Feder-
al employees provide essential services
that touch practically every facet of
our ilves, each and every day.

The Long amendment simply as-
sures that we provide the Federal civil
servant with a fair deal and eventually
develop an integrated retirement
system that does not bankrupt the
civil servant and that retains the basic
integrity of the civil service retirement
system.

Mr. DECONCINI. Mr. President,
during the past 2 years this adminis-
tration has conducted a sustained cam-
paign against Federal employees. In
1981, the Reagan administration suc-
cessfully eliminated the twice-yearly
COLA. In 1982, the Reagan adminis-
tration tried to cap COLA's for Feder-
al retirees, but with mixed results. I
opposed both of these moves, and I
continue to be opposed to any efforts
to undermine the integrity of the civil
service retirement system. It is incum-
bent upon this Congress to protect the
promised benefits to those who are
now retirees or are presently contrib-
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uting to the civil service retirement
system.

I reluctantly support those provi-
sions of S. 1 which place newly hired
Federal employees under social secu-
rity. And I only do so because of the
national unperative of preserving the
social security system. However, Con-
gress has an obligation to provide new
Federal hires with a supplementary re-
tirement plan before placing them
under the social security system.

Mr. President, I was frankly disap.
pointed that the Social Security Com
mission itself did not recommend a
specific supplemental plan for new
hires, and that the Finance Commit-
tee did not insist on such a plan before
bringing this bill to the floor. Howev-
er, I am proud to cosponsor Senator
LoNG's amendment to correct this
oversight The amendment requires
that new hires not be placed under
social security until a supplemental re-
tirement system for new hires is in
place.

Federal employees are hard-working
and dedicated public servants. And, if
we pass this bifi without Senator
LONG'S aniendment, the toll on Federal
employee morale will be enormous. Be-
sides, not to do so would be unfair.

I urge my colleagues to join me in
supporting Senator LONG's amend-
ment.

Mr. PELL. Mr. President, I am very
pleased to join my distinguished col
league Senator LONG as cosponsor of
his amendment to defer social security
coverage for newly hired Federal em-
ployees witll legislation is enacted by
Congress to provide for a supplemen-
tal civil service program for the affect-
ed newly hired Federal workers.

In my opinion, the amendment of
fered by Senator LONG is reasonable
and absolutely essential for the pro
tection of both current and newly
hired Federal employees. In this
regard, it is important to emphasize
that the National Commission on
Social Security, while mandating cov-
erage for newly hired Federal workers,
specifically recommended that these
same employees be afforded the pro-
tection of a supplemental civil service
retirement system. Regrettably, no
such coordinated coverage and protec-
tion for new Pederal employees exists
or has been proposed to Congress for
consideration.

Equally important, the amendment
proposed by Senator LONG will not
alter the essential task of responding
to the critical social security financing
issues addressed by the National Com-
mission on Social Security.

MiS. President, when the President's
Commission on Social Security recom-
mended social security coverage for
newly hired employees, I had serious
reservations about this proposal, par-
ticularly when considered in connec-
tion with the other major proposals by
the Reagan administration for
changes in Federal workers retirement
system. In my opinion, the sum total
of all these proposals including the re-
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tirement age and contributions to the
system would place an extraordinary
burden on Federal employees.

Taken as a whole, these proposals
Including the coverage of newly hired
Federal employees, would clearly
threaten the future of the civil service
retirement system. That would be a
tragic loss not only to Government
workers, but also to the public which
depends upon qualified Federal work-
ers for essential services.

Mr. President, In view of the admin-
istration's proposal to dramatically
revise the entire civil service retire-
ment system, and the uncertainty of
any meaningful supplemental retire-
ment coverage for new Federal em-
ployees, I am pleased to join Senator
LONG as cosponsor, and urge my col-
leagues to vote for this amendment.

Mr. LONG. Mr. President, have the
yeas and nays been ordered on the
amendment?

The PRESIDING OFFICER. They
have not.

Mr. LONG. I ask for the yeas and
neays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
Mr. LONG. Mr. President, this

amendment does not reach the prob-
lem that prompted me to offer my
amendment and my cosponsors to sup-
port it.

Of these three possibilities we have
facing us, the committee bill, the Ste-
vens' substitute, or the Long amend-
ment, only the Long amendment
would link social security coverage to
the enactment of a supplemental civil
service program. The Stevens substi-
tute makes coverage under social secu-
rity mandatory whether or not a sup-
plemental civil service program has
been enacted, and that Is the problem
with it.

Mandating social security coverage
for new Federal employees means that
the Congress will have to modlfl7 the
civil service retirement program for
those employees In order to avoid
their payIng 14 percent into two pro-
grams with sunilar protection. Present
Federal employees are apprehensive
that the need to enact a supplemental
civil service program will provide the
administration with an opportunity to
press for its proposals to make sub-
stantial changes in civil service retire-
ment for present employees. That
would not be to the advantage of those
employees. In other words, the pur-
pose of the Long amendment Is to seek
to have the supplemental program leg-
islated in a situation of legislative neu-
trality, where there will not be a
Sword of Damocles hanging over the
employees, where they will not be
badly prejudiced when they undertake
to press for a program which they
think is to their best advantage.

The Stevens aniendment would ad-
dress that problem because social secu-
rity coverage would be mandated even
if Congress should fail to act on the
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supplemental civil service program. I
believe, Mr. President, we have demon-
strated by our vote that the majority
of the Senate does feel new Federal
employees should be under social secu-
rity. Those who did not feel that way
had the opportunity to vote that way
and so voted. Those who did feel that
way had the opportunity to vote for it.
Now we have an opportunity to see
how many Senators feel that there
should be social security coverage, who
think it ought to be in a situation of
legislative neutrality where Federal
employees can see what they will get
in return for what they are giving—or
should it be in a situation where they
are prejudiced, because they are going
to be prejudiced under the Stevens
amendment, and they should not be
prejudiced.

I hope the Stevens amendment will
not be agreed to.

Mr. DOLE. Mr. President, the Sena-
tor from Louisiana is correct in saying
that we Just demonstrated by a vote of
86 to 12 that Federal employees
should not be exempt. I hope that
message will not be lost on the House
conferees when they go to conference
on this bill.

I think we might just as well lay it
all out on the table. In the House they
took a lot of heat on whether or not to
do anything about Federal employees,
and they decided to stick with the
Social Security Commission.

Let us face it, they are not too anx-
ious to do that and have the U.S.
Senate say, "Well, that was all right
for the House, but we are in the
United States Senate so we can Just
cut the ground Out from under them."
I want the conferees on the House side
to know there was a vote of 86 to 12
not to exempt Federal employees, and
I think we have laid that groundwork.
It was bipartisan. It was what, 7 to 1,
so it Is a strong indication of where
the sentiment In the Senate is. I want
my House colleagues to know there is
no backing off in the general sense by
the U.S. Senate.

I happen to believe that the Stevens
amendment is a good idea—I wish I
had thought of it myself—but it is a
good idea, and it does protect the con-
cerns of Federal employees. Federal
employees do have some legitimate
concerns and they deserve to be pro-
tected. They are hard-working people.

I told some of the Federal employee
leaders that I do not want Republicans
all to stand up and vote against the
Federal employees so that all the
Democrats can vote for the Federal
employees. But if that is the price of
getting a social security package, then
I guess we have to do the best we can.
We have as much interest in Federal
employees as anyone else, and I hope
we have demonstrated that or will
demonstrate that.

I believe the Stevens amendment as
a compromise is a good one. It deals
with the key critidsms leveled by the
opponents of the National Commis-
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sions recommendation to cover newly
hired Federal employees. It would deal
with the possible double-taxation
problem beginning in January 1984,
and it would deal with a potential loss
of revenue to the civil service retire-
ment system.

I am aware that if the committee bill
were enacted as Is, and there were no
further congressional action, Federal
employees hired on or after January 1,
1984, would be required to pay both
the current 7 percent contribution to
the civil service retirement fund, and
the social security tax which will be 7
percent under our bll1.

I strongly believe that a supplemen-
tal plan can be developed before the
coverage Is extended on January 1,
1984, and I will cooperate in any way
that I can to achieve that end.

However, this provision would assure
future Federal employees that they
wifi not have to pay both the social se-
curity tax and the civil service retire-
ment contribution in the event the
creation of a supplemental system Is
delayed, even If the delay Is until Oc-
tober 1, 1985, more than 2½ years
from now.

The Senator from Kansas cannot be-
lieve we cannot put together a package
in 2½ years, and I know the problem
now. There Is an election in 1984, as
the Senator from Alaska pointed out
earlier. But I believe that in 2½ years,
as slowly as Congress moves at times,
we can address this problem. I know it
is a very sensitive problem. I know
there are a lot of people on each side
who do not know which way to go, but
I think a plan can be completed in 2½
years.

The Stevens amendment also ad-
dresses a concern of many of the crit-
ics who say the civil service retirement
system will go broke when the new
Federal employees are siphoned off to
the social security system. Under this
amendment, If a supplemental retire-
ment system Is in place by October 1,
1985, newly hired Federal employees
would receive retroactive credit to the
new system. Likewise, the new supple-
mental system would receive the rev-
enues foregone by having had new
Federal hires temporarily excluded.

On the other hand, If, by October 1,
1985, the new supplemental system
has not been enacted, such retroactive
credit and contributions would be
made to the regular civil service retire-
ment system.

Finally, to those who are concerned
that this amendment could jeopardize
the civil service retirement fund, I
have been informed that the civil serv-
ice retirement fund could continue to
pay benefits for 20 years without any
contributions from new employees. I
am not suggesting that the system
should go without new income, only
that if there Is some temporary period
during which new Federal hires are
not contributing to the civil service re-
tirement system, it will not go broke as
alleged by some.
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I would say to those who do not like

the Stevens amendment, the Senator
from Kansas would prefer to go with
what we have in the Senate bill and
what we have in the House bill, but
that is not the choice we have. The
Senator from Kansas believes that the
Senator from Louisiana may have a
majority. If he has a majority, then we
have a problem. It may be a problem
we can address in conference, it may
be the end of the social security pack-
age, but we do not know Uiat yet.

So I would suggest to those who say,
"Well, this goes too far; we shouldn't
do this much for Federal employees;
they ought to be treated like everyone
else in the system," I believe the Ste-
vens approach is a moderate approach
to try to solve the problem.

It is going to be fair to new hires
coming into the system, it is going to
be fair to those on the Commission,
fair to the Congress, and others who
have tried • to put together this pack-
age. I hope we might adopt the Ste-
vens amendment.

Mr. STEVENS. Mr. President, I
want to emphasize what the Senator
from Kansas just said. We have had
lengthy discussions with Members of
the House concerning the problems
dealing with the civil service retire-
ment system. We have a tentative
agreement that, Instead of looking for
a Presidential Commission to deal with
a future replacement for the current
system, we will seek to hire a consul-
tant or consultants jointly between
the House and Senate committees1
that we will have the system and its
problems studied and it will be studied
on the basis that social security will be
the first portion of a civil servant's se-
curity for life after he or she leaves
the Federal employment.

The difficulty with that is that we
have no timefranie to work on, no real
compulsion for the Congress to act, or
no reason for the Government em-
ployee organizations to support that
effort if the Long amendment passes.
Because all they need to do Is oppose
the creation of a new system for re.
tirement of civil servants and they will
never be included under social secu-
rity, notwithstanding that last vote of
the Senate.

I am at a loss for words to explain
how those of us who have the respon-
sibility to deal with the subject can
deal with it if the Long amendment
passes. All you have to do is look at
the statements that are being made by
leaders of those employee organiza-
tions to understand that they will not
support any new system so long as
they are assured that they will not be
included under social security until
that new system is enacted.

Mr. President, I urge Members of
the Senate to support this amend-
ment. It will mean that we will work
on a system and have it in place and,
in the meantime, all new employees
who come into the Federal civil service
system will get credit in the new
system without paying into it and they
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will not have to pay for two retirement
systems.
• Mrs. KASSEBAUM. Mr. President, I
am pleased to offer my support for the
amendment offered by Senator STE-
VENS. This amendment addresses what
I believe to be a serious problem with
the bill as written. The bill provides
for social security coverage of Federal
employees hired after December 31,
1983, as recommended by the National
Commission on Social Security
Reform. The Commission and spon-
sors of 5. 1 have assumed that a sup-
plemental pension program will be es-
tablished to assist in meeting the re-
tirement needs of new Federal hires.
The bill itself does not, however, es-
tablish such a supplemental pro-
gram—as this effort was deemed to be
outside the scope of the social security
financing Issue.

Considerable concern has been ex-
pressed about problems which could
occur should a supplemental pension
program not be enacted prior to Janu-
ary 1, 1984. It has been assumed that
new Federal employees would then be
in the position of paying both social
security and civil service retirement
payroll taxes. Such a taxload, which
would approach 14 percent of salary
for nearly all new employees, would
clearly impose an unfair and unneces-
sary burden on new Federal employ-
ees. An alternative where new hires
would pay only social security payroll
taxes would relieve the financial
burden, but leaves open questions as
to the adequacy of retirement cover-
age during the period in which a sup.
plemental plan is being developed.

I support universal coverage under
social security, as I believe there are a
number of benefits to be derived from
including all workers in a single, porta-
ble retirement system. Universal cov-
erage avoids situations where individ-
uals who work in both public and pri-
vate jobs during their careers are
under-• or over-compensated upon re-
tirement relative to other workers. In-
divlduais who work only a few years in
Federal positions receive little, if any,
civil service retirement benefits, while
their public employment years are
counted as zero-earnings years for pur-
poses of social security. Consequently,
their social security benefits are lower
than those provided workers with the
same overall career earnings who
spent their working lifetimes in the
private sector. On the other hand,
Federal workers who also work for
short periods in private employment
frequently receive social security bene-
fit levels which are disproportionately
high. This is due to the fact that the
social security benefit formula is
weighted to favor low-income workers.

In my conversations with Federal
workers about universal coverage, I
have indicated my support for the con-
cept but have also noted two factors I
feel are crucial to any legislation in
this area. First, I have emphasized my
strong endorsement of the approach
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taken in this measure, whereby social
security coverage is extended only to
new employees—not to the Federal
work force as a whole. I believe that
attempting to include current workers
would have created complex adminis-
trative problems and could potentially
have jeopardized the value of contri-
butions already made to the Federal
retirement system. Second, I have
stated my commitment to the develop-
ment of a good supplemental pension
program for new employees. Social se-
curity is not, nor was it ever intended
to be, the sole source of an adequate
retirement income. When the program
was created, it was intended to serve as
a supplement to private pensions and
Individual savings. Consequently, the
Federal Government as an employer
has the responsibility to provide sup-
plemental pension benefits compara-
ble to those made available by private
employers.

Obviously, it is my hope—and I am
sure the hope of all of us here—that
Congress can develop a supplemental
plan prior to December 31. I intend to
support expeditious action on such a
plan in whatever way I can. Should we
be unable to accomplish this goal,
however, the amendment now before
us does offer assurance that new Fed-
eral employees will be adequately pro-
tected. The amendment offers credits
to employees hired after December 31
toward whatever supplemetal program
Is enacted, retroactive to theft date of
hiring. Consequently, if we do not, for
example, enact a supplemental plan
until say July 1984, Individuals hired
In January would receive 6 months'
worth of credit in the new system.

I wsh it were possible to guarantee
that by some date certaIn a supple-
mental plan would be in place. Be
cause there Is no mechanism for
making Such an assurance, this
amendment represents our best effort
at providing for new Federal employ-
ees without necessitating a delay in
the implementation of universal cover-
age.

I realize that many would prefer
that social security coverage not be ex-
tended to the Federal work force until
a plan was In place. In concept, I agree
that this is a good approach; but, in
practical effect, I fear tt would mean
the eventual abandonment of univer-
sal coverage itself. The amendment
before us offers the advantage of up-
holding the intent of efforts to delay
Implementation—to assure supplemen-
tal pension protection of new Federal
hires—without jeopardizing iinplemen
tation of universal coverage.

Looking to the future, I hope that
Congress and Federal employees can
work together In a positive manner to
shape a sound, supplemental system.
Universal coverage will be a reality,
and we need to turn our efforts toward
assuring that it operates smooth1y.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment. The yeas and nays have been or-
dered.

Mr. LEVIN. Will the Senator yield
for a question?

Mr. STEVENS. Yes.
Mr. LEVIN. Is the opposite point

true, then, that the 12 Senators who
voted for your amendment should
then vote for the Long amendment?

Mr. STEVENS. It Is a good point.
The impact of the last amendment
was to demonstrate that the Senate
npposes the basic assumption of the
Long amendment.

Mr. LEVIN. But the 12 Senators who
supported the Stevens amendment
and are opposed to employees coming
under social security should all then
vote for the Long amendment?

Mr. DOLE. If the others vote the
other way, we will take that.

Mr. STEVENS. I thank the Senator
for his rhetoric. I Intend to support
my own amendment.

Mr. LEVIN. I beg the Senators
pardon?

Mr. STEVENS. I supported the last
one and I support this one. I do not
think they are Inconsistent.

The PRESIDING OFFICER. The
question Is on agreeing to the amend-
ment of the Senator from Alaska (Mr.
Sitvris). The yeas and nays have
been ordered and the clerk will call
the roll.

The legislative clerk called the roll.
Mr. MOYNIHAN (when his name

was called). Mr. President, on this vote
I have a live pair with the Senator
from Massachusetts (Mr. KENNEDY). If
he were present and votIng, he would
vote "nay." If I were at liberty to vote,
I would vote "yea." Therefore, I with-
hold my vote.

Mr. STEVENS. I announce that the
Senator from Florida (Mrs. HAwKINs),
is necessarily absent.

Mr. CRANSTON. I announce that
the Senator from Arizona (Mr. DECON-
cINI), the Senator from South Caroli-
na (Mr. Hou.mas), and the Senator
from Massachusetts (Mr. KENNEDY),
are necessarily absent.

The PRESIDING OFFICER (Mr.
Are there any other Senators

In the Chamber wishIng to vote?
The result was announced—yeas 45,

nays 50, as follows:
[Roilcall Vote No. 48 Leg.]

YEAS—45
Abdnor Hecht Nickles
Baker Heinz Packwood
Bradiey Helms Percy
Chafee Humphrey Quayle
Chfles Jepsen Roth
Cohen Kassebauni Rudman
Dantorth Kasten Slmpzon
Denton Lautenberg Stafford
Dole Laca1t Stevens
Durenberger Lugar Symnis
Cam Mathia.s Thurinond
Gorton Mattingly Tower
Grassley McClure Wallop
Hatch Metzenbaum Weicker
Hatteld Murkowski Wilson

NAYS—50
Andrews Boschwitz Dixon
Armstrong Bumpers Dodd
Baucus Burthck Domenici
Bentsen Byrd Eagleton
Biden Cochran East
Bingaman Cranston Exon
Boren D'Axnato Ford

Glenn Long Riegle
Goldwater Matsunaga Sarbanes
Hart Melcher Sasser
Heflin Mitchell Specter
Huddleston Nunn Stennis
Inouye Pell Trible
Jackson Pressler Tsoflgas
Johnston Proxmlre warner
Leahy Pryor Zorthsky
Levin Randolph

PRESENT AND GIVING A LIVE PAIR, AS
PREVIOUSLY RECORDED—i

Moynlhan. against
NOT VOTING—4

So Mr. Smvis' amendment (UP No.
128) was rejected.

Mr. LONG. Mr. President, I move to
reconsider the vote.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Kansas Is recognized.
Mr. DOLE. I suggest the absence of

a quorum.
The PRESIDING OFFICER. The

clerk wifi call the roll.
Mr. BAKER. Mr. President, I ask

unanimous consent that the order for
the quorum call be rescInded.

The PRESIDING OFFICER. With-
out objection, it Is so ordered. The ma-
jority leader Is recognized.

Mr. BAKER. Mr. President, I think,
in conferring with the distInguished
Senator from Louisiana, that he is
agreeable to having a voice vote on
this matter and I think we are. There
is no poInt In taking the time of the
Senate, I believe.

Have the yeas and nays been ordered
on the Long amendment?

The PRESIDING OFFICER. The
yeas and nays have been ordered.

Mr. BAKER. Mr. President, I ask
unanimous consent the yeas and nays
be vacated.

The PRESIDING OFFICER. Is
there objection?

Mr. BAKER. Mr. President, I with-
draw that request.

Mr. President, I renew my request.
The PRESIDING OFFICER. Is

there objection? Hearing none, it Is so
ordered.

The question Is on agreeing to the
amendment of the Senator from Lou-
isiana.

The amendment (tip No. 128) was
agreed to.

Mr. LONG. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. BAKER. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

(Later, the following occurred:)
Mr. BYRD addressed the Chair.
The PRESIDING OFFICER. The

Democratic leader Is recognized.
Mr. BYRD. I thank the Chair.
Mr. President, the Senate earlier

today agreed by voice vote to a Long
amendment to include new Federal
employees under social security only
after the Congress enacts a supple-
mental civil service program for those
employees.
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Mr. President, I voted against the

two amendments that were oflered by
Mr. STEVENS intending to vote for the
Long amendment. That vote was by
voice vote.

I want the RECORD to show that, had
it been by roilcall vote, I wouLd have
voted for the Long amendment.

I ask unanimous consent that this
statement appear immediately after
the voice vote in the bill, and I ask
unanimous consent that any other
Senators who wish to make similar
statements be permitted to put in the
RECORD such similar statements at
that place also.

The PRESIDING OFFICER. Is
there objection?

The Chair hears none, and it is so
ordered.

Mr. BYRD. I thank the Chair. Mr.
President, I want to express the hope
that the conferees on the part of the
Senate stand firm in support of that
amendment in conference.

I want this statement to appear also
immediately following the voice vote.

The PRESIDING OFFICER. Is
there objection?

The Chair hears none, and it is so
ordered.

Several Senators addressed the
Chair.

The PRESIDING OYFICER. The
Senator from Virginia is recognized.

Mr. WARNER. Mr. President, I
should like to have my name recorded
following the minority leader as one of
those Senators who would have voted
for the Long amendment. As a cospon-
sor of the Long amendment I would
have voted aye on a roUcaU vote. I am
pleased that the Senate approved this
amendment because it provides "fair-
ness" to the new pub1ic employees. I
urge the Senator from Kansas to in-
clude this provision in the final con-
ference report.

Mr. BYRD. I say for the information
of others who may not have heard my
request, I asked—and the Senate
agreed to my request—that any other
Senators may put similar statements
in the RECORD at that point.

Mr. PRYOR. Mr. President, I should
1ike to associate myself with the re-
marks of the minority leader and also
add my hopes that our conferees when
they meet with the House of Repre-
sentatives on this issue wiU adhere to
our wishes relative to the Long amend-
ment. I, too, am a cosponsor, support-
ed and would have voted for the Long
amendment had it been a rollcall vot.e.
I certainly appreciate the remarks of
the distinguished minority -1eader on
this point.

Mr. LAUTENBERG. Mr. President,
one of the most controversial and dif-
ficult issues faced by the Senate in its
consideration of the social security
amendments has been the question of
including Federa1 employees under the
social security system, and the related
question of a supplementary retire-
ment system for them. This kind of
dual coverage is what exists, in most
cases, in the private sector. It has been
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a debate of extreme importance to
Federal employees, who are particular-
ly concerned about the future solven-
cy of the civil service retirement
system.

In approaching this question, two
major considerations were uppermost
in my mind. First was the need to ad-
dress the fiscal crisis facing the social
security system—one which must be
addressed if benefit checks are to go
out this July and if future benefici-
aries are going to be sured of their
social security benefits in later years.
My second concern was an absolute
commitment to protect the solvency of
the current Federal employee retire-
nient system and provide for a fair and
a'fordable retirement package for new
Federal employees.

Mr. President, I supported the Ste.
vens amendment which retained the
Social Security Commission's recom-
mendation to include Federal employ-
ees under social security, but aLso
mandated supplementary coverage
under either the existing or a new civil
service retirement system for Federal
workers. I felt this compromise offered
an equitable resolution to the dilemma
we faced; Saving the social security
package, but not at the expense of
Federal employees. This amendment
failed. With the defeat of this amend-
ment, Mr. President, I want to state
mysupport for Senator LONG'S amend-
ment which will de1ay mandatory cov-
erage for new Federal employees
under social security until Congress
enacts a supplementary retirement
system for them.

Mr. BOREN. Will the Senator from
Arkansas yield?

Mr. PRYOR. I will be glad to yield
to my friend from Oklahoma.

Mr. BOREN. Mr. President, I also
want to associate myself with the re-
marks of the Senator from West Vir-
ginia and the Senator from Arkansas.

As a cosponsor of the Long amend-
ment, I also voted against the two pre-
ceding Stevens amendments because
of my support for the Long amend-
ment. I join in voicing the hope that
the conferees will reflect the Senate
viewpoint of strong support for the
Long amenthnent, keeping faith with
those in the civil service system who
have been assured that we will put in
place an appropriate supplemental
system, having this action taken
before we began the payment into
social security by new civil service em-
ployees.

I strongly endorse the statements
that have just been made by the mi-
nority leader and by the Senator from
Arkansas.

Mr. SASSER. Will the Senator from
Arkansas yield?

Mr. FRYOR. I will be glad to yield
to my friend from Tennessee,

Mr. SASSER. Mr. President, I want
to associate myself with the remarks
made by the distinguished Senator
from West Virginia. I was a cosponsor
of the Long amendment. I strong1y
supported that amendment. I am
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hopeful, Mr. President, and optimistic
that our conferees will stand finn in
support of the Long amendment in the
course of the conference that will
ensue following the passage of this
bill.

Mr, RIEGLE. Mr. President, the
Senate earlier today agreed by voice
vote to a Long amendment to include
new Federal employees under social
security only after the Congress
enacts a supplemental civil service pro-
gram for those employees.

Mr. President, I voted against the
two amendments that were offered by
Mr. STEVENS intending to vote for the
Long amendmenL. That vote as by
voice vote.

I want the RECORD to show that had
it been by ro1lcall vote, I would have
voted for the Long amendment.

Mr. LEVIN addressed the Chair.
The PRESIDING OFFICER. The

Senator from Michigan is recognized.
Mr. LEVIN. Mr. President, first I

should like to associate myself with
the remarks of the minority leader. I
hope that the conferees wlU support
the Long amendment with as much
vigor as if it had been adopted by a
rollcaU vote.

Mr. RANDOLPH. Mr. President, as a
cosponsor of the amendment of the
able Senator from Louisiana (Mr.
LoNG), I would like to state for the
RECORD that if given the opportunity I
would have voted for the proposal. I
urge my coUeagues on the committee
to support the amendment In the con-
ference with the House.

Mr. FORD. Mr. President, I join my
cb1league from West Virginia In sup.
porting the amendment of the Senator
from Louisiana. If a roUcaU were or-
dered, I would have voted "aye."

Mr. HUDDLESTON. Mr. President,
the Senate ear1ier today agreed by
voice vote to a Long amendment to in-
clude new Federal employees under
socia1 security only after the CongreEs
enacts a supplemental civil service pro
gram for those employees.

Mr. President, I voted against the
two amendments that were offered by
Mr. STEvENS intending to vote for the
Long amendment. That vote was by
voice vote.

I want the RECORD to show that had
it been by rol1call vote, I wou1d have
voted for the Long amendment.

Mr. DOMENICI. Mr. President, I in-
tended to vote in favor of the amend-
ment by my co1league from Louisiana
to assure that a supplementary pen.
sion system be in place before new
Federal employees are covered by
social security. Had there been a roll-
ca1l recorded vote, I would have voted
in favor of the amendment.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Kansas.
Mr. DOLE. Mr. President, if I may

have the attention of the Senate, we
have about a half a dozen amend-
ments 1eft, and I am going to encour-
age my co1leagues who have those
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amendments to use the minimum
amount to time. We need to get to con-
ference hopefully by 5 o'clock this
afternoon. If we cannot make it by 5
o'clock, we will probably just postpone
the conference until tomorrow.

Mr. BAKER. Mr. President, will the
Senator yield to me?

Mr. DOLE. Yes, I yield.
Mr. STENNIS. Mr. President, we

need order. We need quict, Mr. Presi-
dent, please.

The PRESIDING OFFICER. May
we have order in the Senate, please.

Mr. BAKER. Will the Senator yic.ld
tome?

Mr. DOLE. Yes, I yield.
Mr. BAKER. Mr. President, the

manager of the bill is absolutely cor-
rect——

The PRESIDING OFFICER. I
wonder If the majority leader will
withhold?

Mr. BAKER. Yes, I withhold,
The PRESIDING OFFICER. May

we have order, please.
Senators will please desist discus-

sions so that we might hear the major-
ity leader. Staff will take their places
on the seats in the rear of the Cham-
ber.

The majority leader is recognized.
Mr. BAKER. I thank the Chair.
Mr. President. the manager of the

bill is absolutely right. It is 3:30 in the
afternoon. The day Is rapidly slipping
away from us. If we have any possibil-
ity at all of recessing tomorrow, as I
hope we do, we have to get this bill
out and be prepared to go to confer-
ence yet tonight, if the House is will-
ing to do that. There are not many
amendments left. In all candor, the
major battles have now been fought.

I urge Senators either not to call up
their amendments or to do so prompt-
ly and to consider those cases where a
voice vote will suffice.

Mr. President, I thank the Senator
for yielding.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Kansas is recognized.
Mr. DOLE. Mr. President, let me say

to my colleagues that I think we all
would like to finish, but some of us are
conferees. We do not want to stay here
until midnight to accommodate Sena-
tors who have statements that can be
put in the Rzcoiw so that when we go
off to the conference others go home
to bed.

If Senators would like to have the
conferees meet this evening, they
should let us try to expedite the proc-
ess, We are well aware of the amend-
ments. We are prepared to accept a
couple of them and try to defeat the
others.

On that basis, I think the Senator
from Montana is ready to offer an
amendment.

Mr. BAUCUS addressed the Chair.
The PRESIDING OFFICER. The

Senator from Montana is recognized,
Mr. BAUCUS. Mr. President, I am

about to offer an amendment that
deals with the withholding provisions
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applying to State and local govern-
ments,

uENDsIENr NO. 52?

Purpose To eliminate the changes made
with repct to the payment schedule for
State soul local governments)
Mo, BAUC'US. Mr. President, I call

up printed amendment No. 527.
The PRESIDING OFFICER (Mr.

STAFFpnni, The amendment will be
stoked.

The bill clerk read as follows:
The Senator from Montana (Mr. BAVCVS

proposes so amendment numbered 527:
On page 9 of the matter proposed to be

inserted, beginning with line 19, strike out
nfl through page 100, line 5.

Redesignate sections 149 through 152 of
the matter proposed to be inserted as sec-
tions 143 through 251, respectIvely.

Mr. BAUCUS. Mr. President, I ask
for the yeas and nays on the amend-
ment.

The PRESIDING OFFICER (Mr.
Srarror.n). Is there a sufficient
second? There is a sufficient second.

The years and nays were ordered.
Mr. BAUCUS, Mr. President, this

amendment Is really quite simple. It is
to repeal a mistake that the commit-
tee made when we considered this
bill—that is, section 148.

Under present law, States are re-
quired to collect social security taxes
withheld by local subdivisions on a
monthly basis. That is, States must
collect within 30 days after the end of
the month, the withholding deposits
of local governments attributable to
the employees they have working for
them. That its the present law.

The committee decided, late one
night, with no discussion, no hearings,
and no examination whatsoever, to ac-
celerate that withholding so that
there would be 13 withholding periods
for the coming fiscal year. This is the
result if we adopt section 148 which
requires that the deposit requirements
of the States and all local govern-
ments be the same as they would be if
they were private employers.

That means that IRS regulations
with respect to withholding of payroll
taxes for private employers would be
applied suddenly to State and local
governments. This means these large
and small government jurisdictions
will face not a monthly withholding
requirement but Instead will have to
deposit up to as many as eight times a
month,

I understand that the committee
would like to find some additional rev-
enue, II think that Is probably the
reason why It was adopted by a close
vote in the committee. But the point
is, as I said, that this came up in the
middle of the night. I do not think it
makes sense, and it should not be in
this bill,

The National Commission did not
conskler this. The House did not con-
sider it, The Ways and Means Commit-
tee did not consider it. No committee
in Congress In the last several years
has considered it,

I think all of us—at least, most of
us—want to maintain the National
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Commission package. We do not want
to break the package. We do not want
to adopt amendments which will have
the effect of breaking the package
apart. We know the importance of
social secriLy. We know the linpor-
tance of the system, and we are doing
what we can, aith all due respect and
with credit to all involved, part iculi-.,rly
the Commission members and Mem-
bers of the House and the Senate. to
maintain that package.

We hate rejected amendments in
the Senate which probably would
break up the package, and in this body
we have adopted amendments which
ulo not break up the package. This is
not in amendment which breaks the
package, and. by definition, it could
nut he, because it was not part of the
Commission's package. The Cotnmis-
zion did not discuss It. They did not
pay any attention to it; neither has
anyone else, except for the committee
late at night, after just a few mo-
ments' discussion.

Mr. President, I think there is a
good reason why the Commission did
not consider this. There is a good
reason why no other body considered
it. That reason is that this provision, if
It is kept In the law—section 148—will
create absolute chaos for States and
local governments.

First of all, we do not know what the
responsibility of the States Is. The
States, if the section stays in the law,
will be held accountable and liable for
the late payments of school boards,
counties, cities—all the municipal ju-
risdictions Involved here. They cannot
afford that liability.

More Important, it is unclear wheth-
er IRS regulations would apply direct-
ly to States here or whether States,
themselves, could enact regulations
applying to local jurisidictions. It
would be absolute chaos. That is why
States and local governments do not
want section 148 to stay In the bill.
And that Is the reason why we should
strike that section.

Mr. President, there is also a good
reason why the Commission did not
consider this package. There is a little
history behind this provision. Before
1978, States and local governments
withheld payroll taxes and submitted
those withholdings to the Government
on a quarterly basis, four times a year.
That was the law. Then, in 1978, the
Treasury had a bright idea—and we all
know that the Treasury is looking for
whatever ways it can find to obtain ad-
ditional revenue. The Treasury, on its
own, because it could do so under the
law in 1918, tried to implement the
provisions that are in section 148.

At that time, in 1978, we in Congress
were deluged with legitimate com-
plaints by our local government
people, State and local governments.
They legitimately and properly point-
ed out the problems this provision
would provide for people. So, at that
time. Congress agreed. After compre-
hensive hearings, Congress then, by
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law, said, "OK, we will change the law.

We will speed up the collection, but we
will only go to a monthly ba.$is." That
is the present law.

So my pomt is that the only time
Congress has considered this in any
way at all, the only time there were
hearings, the only time the country
had the opportunity to know what was
involved here, Congress very definitely
decided against the provisions of sec-
tion 148 that are presently contained
in the committee bill. That is, Con-
gress decided that States and local
governments should withhold on a
monthly basis, and that is the law.
That is why the National Commission
did not touch tt. That is why the
House did not touch it. That is why no
one else here has decided to change
present law, except for the committee,
after a few moments of discussion, late
at night, when the committee consid-
ered this bill. Probably the reason why
that committee adopted the provision
was that ,t picked up some additional
revenue over a decade.—$2.2 billion.

In my judgment, we should keep the
package secure, and by keeping the
package secure, let us not enact
amendments that break the package.
Similarly, let us not enact amend-
ments which are not needed and
which will cause unnecessary chaos.

Mr. President, this amendment obvi-
ously is supported by the States and
by various municipal organizations—
the National Governors Association,
the National Conference of State Leg-
Lslatures, the National League of
Cities, and many others. I will not list
ail the other organizations that sup-
port this amendment.

Let me conclude this point by saying
that this amendment is the only major
departure that the coznniittee has
taken from the National Commission
package. There are some minor vail-
ations, but this is the only major de-
parture.

I think, Mr. President, that we
should correct that oversight, correct
that mistake, correct that misguided
action that the committee took that
night. Let us stay with the package.
Even though we do get some addition-
al revenue for the trust funds with
this provision, it is going to cause abso-
lute chaos and be absolutely Impossi-
ble to administer, and we do not need
it.

With that, Mr. President, I hope
that Senate agrees and votes with me
in striking this provision, because I
think it will help us avoid a lot of
problems that otherwise we are going
to face down the road.

I yield the floor.
• Mr. BIDEN. Mr. President, I am
happy to be a cosponsor of the amend-
ment offered by Senator BAucus that
would remove the proposal to acceler-
ate State and local government depos-
its of social security taxes withheld
from employees' paychecks from the
social security bill.

Under current law, social security
taxes withheld for State and local em-
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ployees must be deposited within 30
days after the end of the month in
which the applicable wages were paid.
This gives States time to collect with-
held taxes from the various local gov-
erninents within their jurisdiction. Be-
cause States guarantee payment of
these taxes, this time period is crucial.

The Senate Finance Committee,
however, has included in it bill a pro-
vision that would put State and local
governments on an accelerated deposit
schedule identical to that which gov-
erns private business. This proposal is
not mcluded in the Social Security
Commission's recommendations and is
not a part of the House version of this
legislation.

Many towns in my State, Mr. Presi-
dent, while very small, would be re-
quired to deposit these taxes every 3
days under this proposal. These are
towns, in many cases with part-time
governments, which may only meet
once or twice per month, at which
time all bills are paid. These are not
towns with expensive and fancy com-
puter systems that make tt easy to
complete these transactions on time,
they are run by dedicated people who
would simply not be able to keep up
with the administrative burden this
proposal would impose.

Delaware is hardly unique in this sit-
uation, Mr. President. The same ap-
plies to small towns and counties
throughout America.

And then there is the burden we
would place upon the States through
this provision. States must guarantee
payment of these taxes—but would
clearly have great difficulty in coflect-
ing withheld taxes from many of the
towns and counties within their juris-
diction. In addition, it is clear that it
will be very difficult for States to turn
the money they coflect back around to
the Federal Government within the
time this provision would aflot. The
National Conference of State Social
Security Administrators estimates
that the interest and penalties on
States arising from elimination of the
current 30-day period would amount
to $400,000 annually.

It Is Important, Mr. President, that
we find a solution to the social secu-
rity problem that imposes no undue
hardship on anyone from whom we
demand sacrifice. I believe the propos-
al to accelerate State and local depos-
its of social security taxes violates this
principle. I hope the Senate wifl reJect
the Armstrong substitute and approve
the Baucus amendment.

UP AME1IDME1 NO. 129

(Purpose: To permit units of local govern-
ment to make payments of social security
taxes directly to the Secretary of the
Treasury)
Mr. ARMSTRONG. Mr. President, I

send an amendment to the desk as a
substitute for the Baucus amendment.

The PRESIDING OFFICER. The
amendment will be stated.

Mr. GOLDWATER. Mr. President, I
suggest the absence of a quorum.
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The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
cail the roll.

Mr. ARMSTRONG. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment will be stated.

The bifl clerk read as foflows:
The Senator from Colorado (Mr. ARM

sTRoNG) proposes an imprinted amendment
numbered 129.

Mr. ARMSTRONG. Mr. President, I
ask unanimous consent that the read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment Is as follows:
In lieu of the language proposed to be

stricken, insert the foilowing
SEC. 148. (a)(1) Subsections (e), (h), (j),

(q), (r), (s), and (t) of section 218 of the
Social Security Act are repealed.

(2)(A) Section 205(c)(1)(D)(i) of Such Act
Is amended by striking out "(or on reports
filed by a State under section 218(e) or regu-
lations thereunder)".

(B) Section 205(cX5)(F) of such Act Is
amended by striking out clauses (II) and (ill).

(C) Section 218(f)(1) of Such Act Is amend-
ed by striking out "Except as provided in
subsection (e)(2), any agreement" and In-
serting In lieu thereof "Any agreement".

(b) Section 3121(b)(7) of the Internal Rev-
enue Code of 1954 (relating to exclusions
from employment) is amended by striking
out °shall not apply in the case of' in the
matter preceding subparagraph (A) and in-
serting in lieu thereof "shall not apply in
the case of service included under an agree-
ment under section 218 of the Social Secu-
rity Act, or in the case of".

(c)(1) Chapter 21 of such Code (the Feder-
al Insurance Contributions Act) Is amended
by redesignating section 3126 as section
3127, and by inserting after section 3125 the
following new section:
"SEC. 3126. RETURNS IN THE CASE OF STATE AtJD

LOCAL GOVERNMENTAL EMPLOYEES.

In the case of the taxes Imposed by this
chapter with respect to services performed
in the employ of a State or any political
subdivision thereof, or in the employ of any
Instruxnentaiity of a State or political subdi-
vision thereof which Is wholly owned there-
by, the return and payment of the taxes
may be made by the Governor of such State
or such agents as he may designate. The
person making such return may, for conven-
ience of administration, make payments of
the tax imposed by section 3111 with re-
spect to such service without regard to the
contribution and benefit base limitation in
section 3121(a)(1).".

(2) The table of sections for subchapter C
of chapter 21 of such Code is amended by
striking out the last item and Inserting in
lieu thereof the following;
Sec. 3126. Returns in the case of State and

local governxnental employees.
"Sec. 312'L Short title.".

(d)(1) Section 6205(a) of such Code (relat-
ing to adujustment of tax) is amended by
adding at the end thereof the following:

"(5) STATE A5 EMPLOYER.—FOr purposes o
this subsection, in the case of remuneration
received during any calendar year from a
State or political subdivision thereof or any
instrumentality which is wholly owned
thereby, the Governor of the State and
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each agent designated by him who makes a
return pursuant to section 3126 shall be
deemed a separate employer.'.

(2) Section 6413(a) of such Code (relating
to adjustment of tax) is amended by adding
at the end thereof the following:

(5) Smm AS EMPLOYER.—For purposes of
this subsection, In the case of remuneration
received during any calendar year from a
State or political subdivision thereof or any
instrumentality which is wholly owned
thereby, the Governor of the State and
each agent designated by him who makes a
return pursuant to section 3126 shall be
deemed a separate employer.".

(3) Section 6413(c)(2(B) of such Code (re-
lating to applicability in case of certain gov-
ernmental employees) is amended to read as
follows:

"(B) STATE pi.orsss.—For purposes of
this subsection, In the case of remuneration
received during any calendar year from a
State or political subdivision thereof or any
instrumentality which is wholly owned
thereby, the Governor of the State and
each agent designated by him who makes a
return pursuant to section 3126 shall be
deemed a separate employer.".

(e) The amendments made by this section
shall apply with respect to service per-
formed after December 31, 1983.

Mr. ARMSTRONG. Mr. President, I
shall undertake to explain the amend-
ment.

At the present time, when those
local jurisdictions which are covered
by social security submit their social
security taxes, they do so through
their respective States. There is an ele-
ment of Injustice In requiring a more
rapid deposit of the withholding pro-
ceeds when they have to run it
through the States. It literally puts
the States In the position of having to
collect it faster than seems fair.

So the straightforward way to
handle it would be as suggested by this
substitute amendment, and that is to
simply let the local jurisdictions
report their social security taxes di-
rectly to the IRS just as they present-
ly do the taxes which they withhold
for Federal Income tax. In other
words, that is going to put the local ju-
risdictions, the municipalities, and so
on, on exactly the same footing as any
private employer.

We should bear In mind that some of
these jurisdictions are fairly small. A
few of them may even be as small as
the small businesses that are covered
by the Social Security Act, and so It is
important to recognize that earlier
amendments which we have added to
this bill do liberalize the treatment of
small business enterprises and assuni-
Ing the adoption of the substitute,
which is now before us, the local juris-
dictions would benefit from the same
kind of liberalized treatment. In other
words, we are not trying to impose a
severe duty upon these local jurisdic-
tions with respect to their deposit re-
quirements. Indeed, all we are seeking
to do in the original amendment as
the Finance Committee amended It
and the substitute which I have sent
to the desk is simply to say that mu-
nicipalities, States, anyone that is cov-
ered should be on the same footing.

If we should for some reason fail to
adopt the substitute and in turn adopt
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the Baucus amendment, we would re-
store the present situation which is to
give more favored treatment to units
of local government than we give to
private employers.

This does not seem fundamentally
just to me that theState and local ju-
risdictions. particularly since they
tend to have greater financial re-
sources and greater resources of ad-
ministration and data processing and
so on, are given a better break than we
give to small business concerns. It just
does not make sense to me that the
local gas station has to report Its social
security withholdings and pay those
into the Treasury faster than does,
say, a municipality or State govern•
ment. So that Is the issue involved.

To sum up, the substitute amend-
ment would provide that the IRS, not
the Social Security Administration,
would collect FICA taxes from the
State and local government units. The
rules for the frequency of FICA depos-
its would be the same as those which
apply to private employers, and those
rules already apply to the deposit of
withheld income taxes by State and
local governments.

And as I pointed out a moment ago,
they have been liberalized by an earli-
er amendment which we have adopted.

Finally, each local government could
be treated as a separate employer for
the purposes of deposit of FICA taxes
at the option of the Governor of the
State.

With that word of explanation, I
urge adoption of the substitute
amendment.

The PRESIDING OFFICER. Is
there further debate?

Mr. BAUCUS. Mr. President, I un-
derstand the good faith of the Senator
from Colorado. He is saying that the
States would not collect withheld
taxes but rather each local govern-
ment subdivision, each local govern-
ment entity would deal directly with
the Federal Government.

Frankly, Mr. President, that is not
even a baby step toward solving the
problem. It does not meet the objec-
tions that I have. It would not meet
the objections of the school districts,
of the counties, of the cities, of the
towns, of all the municipality subdivi-
sions that are most directly affected
by this amendment.

The main problem here is really that
this is something that has to be
worked out. Perhaps it could be
phased in, We need a hearing. We
need some full discussion, not to
debate it forever, but at least some dis-
cussion where mayors and officials
from entitles and subdivisions as small
as school districts can come to us, talk
to us, to both bodies on both sides of
the Capitol, so we can work out some-
thing that makes sense to them.

We cannot do this here. We did not
discuss it. We just enacted it, and
there we are.

Beyond that there is another point
that has not been mentioned: For the
next fiscal year these governments
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have to pay an additional payment.
There will be 13 monthly payments in.
stead of 12. Considering the desperate
financial straits, that most States and
most local government entities are in
these days with the recession, and so
forth, I do not think this is a proper
time to add this additional financial
burden to them.

So what I am saying, Mr. President,
is as much as I would like to adopt and
agree with the Senator from Colorado,
I cannot. If his substitute is adopted,
my earlier amendment, according to
the Parliamentarian, falls. All we will
have done then is say keep the present
provisions, section 148, except that
States do not collect; everything else Is
the same.

As I say, that does not really go to
the heart of the problem. That just
touches the first little bit of the prob-
lem but does not go to the heart of the
problem. So we have not really done
anything. We are kind of wasting our
time here. It is for those reasons that I
must not agree to the amendment of
the Senator from Colorado.

Mr. President, I therefore strongly
urge that we do not adopt that provi-
sion. It does not go to the problem and
I think that we should not agree to it.

On that score, Mr. President, I ask
for the yeas and nays on the substi-
tute amendment.

The PRESIDING OFFICER. Is
there a sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
Mr. BAUCUS. I thank the Senator

from colorado as well as the chairman
of the committee for helping to get
the yeas and nays.

Mr. ARMSTRONG. Mr. President,
unless there is something further, I
think the issue is clear. The Senator
from Montana has made some good
points. It seems to me the most per-
suasive issue is we should not treat
States and local jurisdictions differ-
ently than we treat private employers.

That does not dispute some of the
points that he has made. It is just a
question of how you feel about it.

I feel everyone should be treated the
same. So I am ready to vote If the Sen-
ator from Montana is.

Mr. BAUCUS. Mr. President, I am
except to say, yes, there is an equity
argument here. Private employers
have to pay as frequently as eight
times monthly and they pay according
to certain rules. Why should not State
and local governments? That is the
equity argument that has a lot of
appeal,

The problem is we are going much
too quickly. We do not know what we
are doing here. It is going to cause ab-
solute chaos for all these little enti-
ties. What Is the school district going
to do? It does not know what is going
on here. The school district and every
other government entity is used to
dealing with the State because under
present law they submit to the States
and they deal with the States. States,
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too, have 30 days within which to coI
lect on the withheld payroll taxes that
each of those local subdivisions pro.
vide.

Now, if we adopt the substitute
amendment of the Senator from Colo-
rado, States and particularly local sub-
divisions are not going to know what
in the world is going on here. They
wiJl have to deal directly with the IRS
and deal with all the redtape and all
the mess of problems the employers
have to deal with. I just suggest we
possibly should ease Into this, have a
transition period.

The only way I know of doing that is
to have a hearing on the subject. Let
us address it and iron out the kinks
and the problems that obviously are
going to arise because we know what
happened in 1978 when a similar
change was suddenly proposed.

We In the Congress looked at it, and
said, "Yes, let us move it from quarter-
ly to monthly withholding, but let us
not go any further. Monthly collec-
tions by the States Is what makes
sense."

As I said, that Is also probably why
the National Commission did not ad-
dress this question because when Con-
gress addressed it earlier it knew what
the situation was.

Frankly, Mr. President, I am just
here to try to talk a little common-
sense. I do not particularly carry water
for local governments or for States,
for that matter. Sure, we would like to
add some more money to the trust
fund. But let us be reasonable. Let us
not be draconian, let us not be tyran-
nical, let us not be dictatorial. Let us
try to keep that partnership with the
local governments that we need to
have In this country if we are going to
work together and solve problems.

Fundamentally we should work with
people, work with local governments,
and then we will resolve that equity
argunient which the Senator from
Colorado mentioned.

Therefore, I think we ought not to
agree to the substitute. I urge my col-
leagues to agree to the underlying
main amendment, hold the hearings,
and let us get on with it so that we will
solve the problem reasonably.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Colorado.
The yeas and nays have been ordered,
and the clerk will call the roll.

The bill clerk called the roil.
Mr. STEVENS. I announce that the

Senator from Maryland (Mr. MAThIA5)
is necessarily absent.

Mr. CRANSTON. I announce that
the Senator from South Carolina (Mr.
Hou.ING5) and the Senator from Mas-
sachusetts (Mr. KNNEDY) are neces-
sarily absent.

The PRESIDING OFFICER (Mr.
SPEcmi). Is there any other Senator
in the Chamber who wishes to vote?

The result was announced—yeas 49,
nays 48, as follows:

YEAS—49
Armstrong Hatfield Nrnn
Baker Hawkins Packwood
Boschwttz Hecht ProymIre
Chafee Heinz Quayle
Chiles Helms Rudinan
Cochran Huniphrey Simpson
Cohen Jnouye Stafford
Danforth Jackson Stevens
Dole Jepsen Thurnnmd
Domenict Johnston Tower
Durenberger Kassebaurn Trible
East Kasten wallop
Garn La,alt warner
Goldwater Lugar Weicker
Gorton Mattingly Wson
Gras1ey Murkowski
)3atch Nickles

NAYS—48
Abdnor Dodd Mitchell
Andrews Eagleton Moynihan
Baucus Exon Pell
Bentsen Ford Percy
Btden Glenn Pressler
Bingainan Hart Pryor
Boren Heflin Randolph
Bradley Huddleston Etegle
Bumpers Lautenbrg Roth
Burdick Leahy Sarbanes
Byrd Levin Sasser
Cranston Long Soecter
D'Mnato Matsunaga Stennis
DeConcini McClure Synuns
Denton Melcher Tsongaa

NOT VOTING—3
Bolltngs Kennedy Mathtaa

So Mr. ARM5TRONG'5 amendment (UP
No. 129) was agreed to.

Mr. BAKER. Mr. President, I move
to reconsider the vote by which the
amendment was agreed to.

Mr. DOLE. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, may we
have order?

The PRESIDING OFFICER. The
Senate will be in order.

Mr. DOLE. Mr. President, I under-
stand the distinguished Senator from
Hawaii (r. MATSUNAGA) has an
amendment which has been agreed to
by other Senators who have an inter-
est, Senator MITCHELL, Senator LUGAR,
and others, and that the distinguished
Senator from North Carolina (Mr.
HELMs) has an amendment which has
been cleared.

I yield to the Senator from North
Carolina.

The PRESIDING OFFICER. The
Senator from North Caroliia.

UP AMENDMENT NO. 130
(Purpose: Providing for a study of individual

retirement security account)
Mr. HELMS. Mr. President, I send

an unprinted amendment to the desk
and ask for its immediate considera-
tion.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from North Carolina (Mr.
HEI.Ms) proposes an unprinted amendment
numbered 130.

Mr. HELMS. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.
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The PRESIDING OFFICER. Witb
out objection, it is so ordered.

The amendment is as follows:
At the end of title I. insert the following

new section:
STUDY OF rNDIVrDUAL RETIREMENT SECURITY

ACCOUNTS

SEc. . (a) The Secretary of the Treasury
or his delegate shall conduct a study of the
feasibility of implementing Individual Re
tirement Security Accounts (hereinafter in
this section referred to as 'IRSAs") or any
similar alternative type of account.

(b) For purposes of this section, an IRSA
shall be an account which Includes, but Is
not limited Lo. the following featureS:

(1) Any individual who Is required to pay
tax under section 3101 of the Internal Reve-
nue Code of 1954 may elect to make contri-
butions to the account.

(2) An individual could make unlimited
contributions to an IRSA and would receive
an income tax credit equal to 20 percent of
the amount of the contribution for any tax-
able year but not in excess of 20 percent of
the amount of the taxes paid under section
3101 of such Code by such individual for
such taxable year.

(3) To the extent that an individual elect.
ed to take advantage of the tax credit for a
contribution to an IRSA, the Old-Age and
Survivors Insurance benefits of such indi-
vidual under the Social Security Act would
be reduced propoitlonately in a manner
such that if an individual was allowed the
maximum credit for 20 years, such individ-
uals benefits would be reduced to zero.

(4) After the IRSA syStem has been Imple-
mented, an increasing portion of the taxes
ImpoSed by sections 3101 and 3111 of such
Code with respect to any individual would
be transferred to such individuals IRSA ac-
count with a corresponding reduction in
such individual's Old-Age and Survivors In-
surance benefits. Eventually all such taxeS
would be so transferred with an appropriate
phaseout of the credit. The Secretary of the
Treasury or his delegate shall study 1 or
more schedules for the increases in taxeS
transferred and phase-out of the credit.

(5) An individual could withdraw funds
from an IRSA after age 62 without such
amounts being taxed. If an individual with-
draws funds from an IRSA prior to age 62,
Such amounts would be appropriately taxed
unless used to purchase term We, health, or
disability Insurance.

(c) The Secretary of the Treasury or his
delegate shall also study the feasibility of
making IRSAs mandatory, with mandatory
employee contributions accompanied by the
phase-out of the taxes imposed by sections
3101 and 3111 of the Internal Revenue Code
of 1954.

(d) The Secretary of the Treasury shall
submit to the Congress a report on the re-
sults of the study conducted under this sec-
tion before July 1, 1984.

Mr. HELMS. Mr. President, the able
Senator from Kansas and the Senator
from North Carolina discussed this
amendment last evening when it was
offered. I believe this has now been
cleared on both sides.

Mr. DOLE. Mr. President, a discus-
sion of the amendment offered by the
distinguished Senator from North
Carolina (Mr. His) was held last
evening. This amendment was drafted
to conform to the Senator's request,
and it has been cleared on both sides.
We will accept the amendment.
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The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment.

The amendment (UP No. 130) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. HELMS. Mr. President, I move
to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, I under-
stand the distinguished Senator from
Hawaii (Mr. MTsuNAGA) has an
amendment which we can accept.

SENATE CONCURRENT RESOLU-
TION 20 MAKING TECHNICAL
CORRECTIONS IN THE EN.
ROLLMENT OF H.R. 1718
Mr. BAKER. Mr. President, I have a

matter that needs to be attended to
now in connection with the jobs con-
ference report which was sent to the
House last evening. This has been
cleared by the minority leader and by
all responsible persons on this side,
those who have a jurisdictional inter-
est.

Mr. President, I send a concurrent
resolution to the desk dealing with the
typographical error in the conference
report on the jobs bifi and ask for ita
immediate consideration.

The PRESIDING OFFICER. The
concurrent resolution will be stated.

The assistant legislative clerk read
as follows:

A concurrent resolution (S. Con. Res. 20)
making corrections In the enrollment of
H.R. 1718.

The PRESIDING OFFICER. With-
out objection, the Senate will proceed
to Its consideration.

Mr. BAKER. Mr. President, this con•
current resolution makes a typo-
graphical correction and adds two
paragraphs Inadvertently dropped
from the Senate amendment to the
targeting provision of the jobs bill
which the Senate passed last night.
These corrections have been cleared
with the minority and I know of no ob-
jection to adoption of this concurrent
resolution.

The PRESIDING OFFICER. The
question is on agreeing to the concur-
rent resolution.

The concurrent resolution (S. Con
Res. 20) was agreed to, as follows:

S. Coi'. RES. 20
Re.solved by the Senate (the House of Rep-

resentatives concuriing), That in the enroll-
ment of the bill (H.R. 1718) entitled 'SAn
Act making appropriations to provide pro
ductive employment for hundreds of thou-
sands Of jobless Americans, to hasten or ini-
tiate Federal projects and construction of
lasting value to the Nation and its citizens,
and to provide humanitarian asistane to
the indigent for fiscal year 1983. and for
other purposes", the Clerk of the Hou:;e of
Representatives is hereby uthoried and di-
rected, in the enrollment of te said biU, to
make the following corrections, namely,
after the word "unemployment" in para.
graph (a)(b) in section 101, insert a comma:
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and at the end of section 101, insert the fol-
lowing:

"(e) Notwithstanding any other provision
of law, the head of each Federal agency to
which appropriations are made under this
title, with respect to project grants or pro-
ject contracts in this section, shall expedite
final approval of projects in areas of high
unemployment, labor surplus areas, or in
political units or in pockets of poverty that
are currently or should meet the criteria to
be eligible under the Urban Development
Action Grant program administered by the
Department of Housing and Urban Develop.
ment In order to allocate sums as required.
by this section. Nothing required by this
section shall impede the rapid expenditure
of funds under this section.

(f) Notwithstanding arrny other provisions
of law, any agency rulemaking proceeding
conducted in order to implement the provi-
sions of this title shaU be conducted expedi-
tiously, and In no case shall an agency hear.
ing on the record be required.".

Mr. BAKER. Mr. President, I move
to reconsider the vote by which the
concurrent resolution was agreed to.

Mr. DOLE. I move to lay that
motion that on the table.

The motion to lay on the table was
agreed to.

SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The Senate continued with consider-
ation of the bill.

UP AMENDMENT NO. 131

(Purpose: To provide that the provision
limiting the payment of socia' security
benefits to nonresident aliens shall not
apply to Individuals who initiaUy become
eligible for social security benefits within
10 years after the date of enactment of
the social security amendments of 1983 on
the basis of the wages and sell-employ-
ment income of an individual who has 80
or more quarters of coverage prior to such
date.)
Mr. DOLE. Mr. President, I under-

stand that the Senator from Hawaii is
now prepared to offer his amendment,
which has been agreed to. The Sena-
tor from .Maine is on the floor. I know
he has a direct Interest in the amend-
ment and the Senator from Iowa (Mr.
Giussuy) is interested.

Mr. MATSUNAGA. Mr. President, I
have an amendment at the desk. I ask
for its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:
The Senator from Hawaii (Mr. MAT5U-

NAGA) proposes an unprinted amendment
numbered 131.

Mr. MATSUNAGA. Mr. President, I
ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
On page 53. line 2, strike out "or".
On page 53. lIne 7, strike out the period

each place it appears and the end quotation
marks nd insert in lieu thereof a comma
and "or".

On page 53, between lines 7 and 8, insert
the blowing new matter:

(C) to any individual who—
"(.1) initially becomes ellgib]e br benefits

under section 202 or 223 before the date
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which is 10 years after the date of the en
actment of the Social Securfty Amendments
of 1983 on the basis of the wages and self-
employment income o! any individual with
respect to whom not less than 80 of the
quarters elapsing before such date re quar.
ters of coverage (as defined in scton
213(a)(2)); and

"(ii) in the case of an individual described
in clause (i) who becomes so entitled on the
basis of the wages and self-employment
income of another individual, resides in the
United States at any time before such other
indh'idual accrues 80 quarters of coverage.".

Mr. MATSUNAGA. Mr, President,
the provision in section 124 of the
committee bill to limit social security
benefit payments to aliens outside the
United States raises for me a grave
concern on a matter of equity. Except
where required by an international ob-
ligation of the United States, section
124 would bar virtual1y all aliens
abroad from receiving full benefits, if
their Initial eligibility becomes effec-
tive after December 31, 1984. Included
would be alien workers, many of whom
had legally worked and resided in the
United States for their working life-
time and paid social security taxes on
their earnings In all those years. This
provision Is manifestly unfair to those
aliens who have spent a major part of
their lives working in the United
States and contributing to our society
and economy.

We have a situation In my State of
Hawaii wherein section 124 of the
committee bill could adversely affect a
considerable number of alien residents
who would be much better off If they
returned to live In their homeland In
their retirement years. Between 1907
and 1946, more than 126,000 laborers
migrated from the Philippines to
HawaII. Many have already returned
to their homeland. Many have died;
nearly all of the survivors are retired
elderly. The youngest of them have
reached age 55 years. Most of these
immigrants have spent their working
years In Hawaii without the support of
family ties.

Many of these lonely, aging Filipinos
look forward to returning to their
homeland. Their extended families in
the Philippines welcome back their
aged members and provide them with
love and care that are so essential to
their mental, physical, and emotional
well-being in their later years. The re-
tiree is able to be reunited with not
only his extended family, but his
church and associations in the Philip-
pines, where there is not the language
and cultural barriers that exist br im-
migrant Filipinos in ffawaii.

In 1975, Father Jaime S. Neri, a
Catholic priest, almost single-handed-
ly, boldly undertook to address the
needs of such Filipino retirees. With
the support of his parishioners and
the Hawaii State government, Father
Neri was able to arrange for the
return to the Philippines of a group of
41 men, ranging in age from 65 to 85,
most of them lonely bachelors or wid
owers. This successful repatriation
program is known as Balik-BaI-iay,
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meaning homecoming In the Filipino
language.

An Important aspect of the Balik-
Bahay program is that it not only pro.
vides for a better quality of life for the
retiree, it also effects considerable sav-
ings in American taxpayers' dollars.

As Father Neri has repeatedly stated
to the Social Security Administration
in his effort to federalize his Balik-
Bahay program, repatriation of many
of the retired beneficarles at Govern-
ment expense would result in savings
to the American taxpayer. Most of the
men seeking repatriation are receiving
supplemental -security incone (SSI)
benefits while they remain in Hawaii.
In 2 years, from 1975 to 1977, the
Balik-Bahay program saved the State
and Federal Government a total of
$74,000. This saving came from the
cessation of SSI, food stamp, medi-
care, and medicaid payments and
housing subsidies for these Individuals.
In 1979, it was estimated that more
than $10,000 a month of public sax-
payer costs are saved by the departure
of the 41 men that were already sent
home to the Philippines.

For example, a 74-year-old bachelor
was sent home in January 1979. It was
costing the Hawaii Department of
Social Services $1,084 a month to
maintain him in a nursing home. Now,
back with relatives in the Philippines,
and with his U.S. social security check
(earned legally through long years of
labor) of $236 a month, he lives com-
fortably. His monthly social security
check translates Into about 1,650 pesos
and Is more money than the local phy-
sician makes.

This humanitarian and tax-saving
program to help migrants who desire
to return home to rejoin their families
would be jeopardized by the proposal
to limit social security benefit pay-
ments to aliens outside the United
States. The migrants, who labored for
many years contributing fully to the
social security system, would no longer
be able to receive their full social secu-
rity benefits if they reach eligibility
after December 31, 1985, and returned
to their homeland. They would be
forced to choose between giving up
hope of returning to their homeland
on the one hand, and returning with
little or no retirement income, on the
other. The llkelihood Is that they
would give up hope of returning to
their homeland and draw welfare pay-
ments to supplement their meager
social security benefits.

The National Commission made no
recommendations concerning aliens
even though It considered imposing a
residence test on the payment of bene-
fits outside the United States to auxil-
iaries and survivors. And the Finance
Committee proposal would not result
in appreciable savings in the early
years since it would only apply pro-
spectively. Thus, the proposal does
not, in any event, contribute to the im-
mediate task at hand. There Is no need
to rush into what maybe Ill-considered
action, which would lead to a small, or
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even negative savings for the social se-
curity trust fund, when there is ample
time to deal properly with this issue in
the months and years ahead.

My amendment would delay the im-
plementation of limiting the payment
of hard-earned social security benefits
to any alien outside the United States
until 10 years after the enactment of
this proposal, if upon the enactment
of the committee provision the alien
had contribution to the system for 20
or more years.

Aliens coming to work in the United
States after the enactment of the com-
mittee proposal will not entertain the
expectation of receiving from the
social security system more than what
they will contribute into it, with inter-
est. However, we should not change
the rules of the game and penalize
those aliens who are now in the
system and have contributed to it in
full expectation of the scheduled bene-
fits upon reaching retirement age. Al-
though I believe that no one already
contributing to the service should be
denied its benefits upon qualification,
it Is in the spirit of compromise. That
I am offering my amendment, specif i-
cally for those aliens who have already
spent at least 20 years In covered em-
ployment in the United States and will
qualify for retirement benefits within
10 years after the enactment of the
committee proposal.

The floor manager, the distin-
guished chairman of the Finance Com-
mittee is signaling me to wind it up, so
let me say, that Is the essence of my
amendment. It Is meant to save the
State and the Federal Government
money, just as It was intended by the
original section 124, while providing a
comfortable retirement for deserving
aliens who have contributed toward
elevating the quality of living in the
Aloha State.

I might In closing, point out for the
RECoRD, as was suggested by the Sena-
tor from Maine, that those who
become spouses or dependents after
the enactment of this act will not
qualify as dependents of principal
alien beneficiaries who reside outside
of the United States.

Mr. President, I urge the adoption of
my amendment. Before yielding the
floor, I ask unanimous consent that
Senator IN0uYE be added as a cospon-
sor of my amendment.

The PRESIDING OFFICER. With-
out objection, It is so ordered,

The Senator from Maine Is recog-
nized.

Mr. MITCHELL. Mr. President, this
amends a provision of the pending bill
which was included by the committee
at the initiative of Senator GaAssI.
and myself and was intended to deal
with a serious pattern of abuse that
has been apparent for some time and
brought into focus by the recent
report of the General Accounting
Office.

Senator MATSUNAGA's amendment
provides for a transition period of 10
years under very tightly defined cir-
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cumstances and is intended to accom-
modate those persons whom he de-
scribed and others in similar circum
stances. I have discussed this with
Senator MATSUNAGA and, earlier today,
with Senator GRA55LEY. I believe that,
while It does provide some exceptions
to the provisions of the legislation, the
exceptions are sufficiently narrow and
warranted under the circumstances.
Therefore, I have no objection to the
amendment.

Mr. DOLE. Mr. President, do I un-
derstand correctly that the Senator
from Maine has no objection to the
amendment?

Mr. MITCHELL That is correct.
Mr. DOLE. Mr. President, I wonder

whether the Senator from Maine has
had conversation with the Senator
from Iowa (Mr. Gissi.) and with
Senator LUGAR.

Mr. MITCHELL. Earlier today, Mr.
President, Senator MATStTNAGA, Sena-
tor GRAS5LEY, and I met to discuss
this. Senator Gaassl.EY has said the
matters now set forth in the amend-
ment would be agreeable to him. I am
not aware of whether Senator Luoax
participated in those discussions or
agrees with them.

Mr. DOLE. The Senator from Iowa
(Mr. Gaassiy) is now entering the
Chamber. I understand that he and
Senator LUGAR have no objections to
the amendment of Senator MAT5tTNAGA
as modified. Is that correct?

Mr. ORASSLEY. That is correct,
Mr. President.

Mr. DOLE. Mr. President, the Sena-
tor from Kansas has no objection to
the Matsunaga amendment as modi-
fied. I move its adoption.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (UP 131) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. MATSUNAGA. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, I want to
say to the Senator from Hawaii that I
was not trying to get him to wind It
up. I felt that he was way ahead and I
did not want him to lose.

UP AMENDMENT 32

(Purpose: To amend title H of the Social Se-
curity Act to provide for an eight-month
transitional benefit for a widow or widow-
er whose spouse died while such widow or•
widower was between the ages of 50 and
60)
Mr. LEVIN. Mr. President, I send an

amendment to the desk and ask for Its
Immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Michigan (Mr. Lsvnq),
for himself and Mr. DECONCINI, Mr. CmLES,
Mrs. KASamAUM, Mrs. HAWKINS, Mr. FoRD,
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Mr. BL'RDICK, and Mr. RANDCLPH. proposes
an imprinted amendment numbered 132.

Mr. LEVIN. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.

The amendment is as follows:
At the appropriate place in the bill. insert

the following new section:
TRANSITIONAL BENEFITS FOR CERTAIN WIDOWS

AND WiDOWERS

Sac. . (a) Section 202(e) of the Social Se-
curity Act is amended by adding at the end
thereof the following new paragraph:

(9)(A) Any Individual who for any
month—

• "U) would be entitled to a monthly benefit
under this subsection for such month but
for the fact that such Individual has not at
tamed age 60;

"(i1 had attained age 50 prior to the time
of the death of the deceased individual (on
the basis of whose wages and self-employ-
ment income the widow or surviving di-
vorced wife would be so entitled to a widow's
benefit under this subsection): and

"(ill) is not otherwise entitled to a widow's
benefit under this subsection.
shall be entitled to a widow's benefit under
this subsection (subject to the same condi-
tions as an Individual entitled to a widow's
benefit under this subsection by reason of
attaining age 60) for each such month
during the period described in subparagraph
(B) during which she meets the require-
ments of this subparagraph.

"(B) The period shall begin on the first
day of the first month beginning after the
death of the deceased Individual (on the
basis of whose wages and self-employment
Income the widow or surviving divorced wife
is entitled to a widow's benefit by reason of
this paragraph) and ending with the earlier
of—

"(1) the last day of the eighth month be-
ginning after the death of such deceased in-
dividual, or

"(Ii) the first day of the first month for
which such widow or surviving divorced wife
is entitled to a widow's benefit under this
subsection other than by reason of this
paragraph.".

(b) Section 202(f) of such Act is amended
by adding at the end thereof the following
new paragraph:

"(9)(A) Any Individual who for any
month—

"U) would be entitled to a monthly benefit
under this subsection for such month but
for the fact that suchfndividual has not at-
tained age 60;

"di) had attained age 50 prior t.o the time
of the death of the deceased Individual (on
the basis of whose wages and self-empio
ment income the widower woold be so enti-
tled to a widower's benefit undes this sub.
section); and

"(ill) is not otherwise enti led to a w.-!ow-
er's benefit under this subsection.
shall be entitled to a widower's bcnfit
under this subsection (subject to the saire
conditions a,s an individual entitled to a wid-
ower's benefit under this subsection by
reason of attaining age 60) for each such
month during the period described in sub-
paragraph (B) during which he meets the
requirements of this subparagraph.

(5) The period shall begin on the first
day of the first month beginning after the
death of the deceased 1ndizdual (on the
basis of whose wages and self-employment
income the widower is entlted to a widow-
er's benefit by reason of this paragraph)
and ending with the earlier of—

CONGRESSIONAL RECORD — SENATE
"U) the last day o. the eighth month be-

ginning after the death of such dcceascd in-
dividual, or

"(U) the first day of the first month for
which such widower is entitled to a widow-
ers benefit under this subsection other
than by reason of thIs paragraph.'.

(c) The amendmer.ts made by subscctions
(a) and (hi shall be effective with respect to
monthly benefits under Title Il of the
Social Security Act for months beginning
after December 31, 1983.

Mr. LEVIN. Mr. President, I send
this amendment to the desk on behalf
of myself, Senators KAsSmAUM,
CHILES, HAWICINS, DECONCINI, Fogo,
BURDICK. and RANDOLPH.

Mr. President, the amendment that
we are offering would give a widow
who is under age 60 and is, therefore,
not eligible for social security as the
survivor of her husband and a widow
who is not working a chance to survive
financially for a few months while
looking for work after the death of
her husband, In many cases, widows
have spent most of their adult lives
raising a family and need time to try
to adjust their skills to the demands of
the workplace. Also, it is an unfortu-
nate fact of life that women entering
or reentering the work force after 20
or 30 years can have a very difficult
time finding a job,

Our amendment, therefore, provides
for a transition benefit to surviving
spouses caught in what has been
called the widow's gap. I previously in-
traduced legislation to deal with this
situation on October 15, 1981.

Under present law, a widowed home.
maker under the age of 60 does not
qualify for any financial assistance
from social security unless she is dis-
abled or has a child In her care who is
disabled or under 16 years of age. This
causes a severe hardship for the many
women who are widowed under the
age of 60 and without a job.

My amendment would provide this
transition benefit to widows of work-
ers covered by social security, if the
surviving spouse Is at least 50 years old
at the time of the wage earner's death
and is not otherwise immediately eligi-
ble for social security benefits for the
month in which the death occurred.
Thus, the transition benefit is1 or an
8-month period. The benefit would be
for the same percentage of the wage
earners primary insurance amount as
under current law, for widows age 60,
or the spouse's own primary insurance
amount based on her swn past o'ork
experience, whichever is higher. These
benefits would also be subject to the
social security earnings limitat imi,

Mr. President, coverage has not been
made available to this group in the
past under the rationale that thes" in-
dividuals can be expected to work and
support themselves. But the fact is,
Mr. President, according to a Febuary
1979 report from the Department of
Health, Education, and Welfare enti-
tled 'Social Security and Changing
Roles of Men and Women":

Lifelong homemakers (or women who
hare been out of the labor force for many
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years) who are widowed in late middle age
may find it difficult or impossible to get a
job. Even widows with job skills or younger
widows may have difficult)' finding a job im-
mediately or may need a period of job train-
tug. FOr these reasons, widows under age 60
may neod some kind of immediate income,
at least for a short time, to help them
adjust to the loss of their spouses income.

Mr. President. that is exactly what
this amendment does. For a short
time, it provides that adjustment, that
transition benefit to permit widows in
their middle age. who have raised a
family and who have run the house, a
chance to look for work and not be left
destitute during that process.

At this point, some may be thinking
that this is a good idea, but can the
package afford it. Certainly this is a
concern of the chairman of the com-
mittee, Iknow of his prodigious effort
to balance the need for safeguarding
the fiscal integrity of the social secu-
rity system, with the need for equity
and compassion.

But I know from looking at the com-
mittee's report and a report from the
office of the actuary of the social secu-
rity system that there Is room for my
amendment within a financially sound
social security system, both in terms
of the short and long term.

As for the short-term financing situ-
ation, the Office of the Actuary esti-
mates that for calendar year 1984 my
amendment would cost about $75 mil-
lion. The Office of the Actuary calcu-
lates that the net increase in funds in
the OASDI trust fund as the result of
S. 1 would be $4.5 billion in calendar
year 1984, the first year our amend-
ment would be in effect. This amend-
ment would not, therefore, jeopardize
the solvency of the OASDI fund be-
cause the Office of the Actuary esti-
mates that with the passage of S.. 1
there will be $29.1 billion in the
OASDI at the end of 1984.

As for the long-term financing ques-
tion, the Office of Actuary calculates
our amendment would cost 0.01 per-
cent of taxable payroll. The commit-
tee's report indicates that the effect of
passage of S. 1 would be to leave the
OASI trust fund with a surplus of 0.07
percent. and the combined OASDI
trust fund with a surplus of 0.09 per-
cent. Therefore, the passage of my
amendment with costs of 0.01 percent
of taxable payroll would not in any
way jeopardize the long-term solvency
of the 83-stem.

One final word. Mr. President.
Throughout my statement, I have re-
ferred to widows. Our amendment
would appiy to similarly situated men
as well, although 90 to 95 percent,of
the individuals who would benofit
from this provision would he women.
It is estimated that betwecn 30000
and 35,000 individuals would benefit
from this provision eac.h year.

This amendment thus balances the
same values of fiscal integrity and
compassion which the committee's bill
sought t- balance, and I hope that all of
our colleagues can support this modest
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amendment, again at a cost of $75 mil-
lion, fina1y doing something to cor-
rect the very, very real and tragic
problem of displaced homemakers who
have given their lives to raising their
children and to maintaining their
homes and to then find themselves in
their fiuities suddenly widowed with-
out work and looking for work. This
amendment would close, in a modest
way, that "widow's gap" at a very, very
modest cost to the social security fund.

Mr. DOLE. Mr. President, I always
look with favor on amendments of-
fered by the distinguished Senator
from Michigan because he is very sen-
sitive and very coicerned about the
needs of people. His amendment would
provide 8 months of social security
benefits for a widow or widower whose
spouse died while the widow or widow-
er was between the age of 50 and 60
and benefits would be paid at the rate
for the widow or widower at age 60,
that is, 71.5 percent.

I think the cost between now and
1989 would be about $1 billion, the
long-range cost at about 0.01 percent
of taxable payroll.

As the Senator pointed out, the
amendment would address a problem
confronting lifelong homemakers who
have been out of the labor force for
many years and suddenly find them-
selves widowed in late middle age. This
amendment would allow older widows
to adjust to the loss of their spouse's
income and give them a period of time
to prepare to enter the work force.

We had some outstanding women on
the National Commission and we be-
lieve we made some progress In the
Commission in addressing the inequi
ties facing women under social secu-
rity. We did provide for benefits for di-
vorced or disabled widows or widowers
who remarry. We changed the index-
mg for deferred survivor benefits. We
added the independent eligibility for
divorced spouses. We increased bene-
fits for disabled widows and widowers.
We also changed the child care credit,
through the amendment of the distin-
guished Senator from Colorado, which
we adopted as part of a long-range
package. It is not that we were not
conscious or concerned or sensitive to
discrimination in some areas of social
security. The current package does
contain several recommendations.

Our committee recognizes that more
remains to be done on these issues and
hopes to hold hearings later this year
on a more comprehensive approach
than the solutions to individual prob-
lems offered in this package.

However, on this particular amend-
ment, how do you hold the line at age
50? Why not 40 or 45 or any other age
where someone is widowed and where
they may be unable to find work?

If you were to take out any age limit
on this proposal, then the cost goes to
the ceiling. It is another great pro.
gram, and I commend the Senator
from Michigan for callmg it to our at.
tention, but I urge my colleagues to
defeat this amendment.
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Martha Keys, the former Congress-

woman from my State, the State of
Kansas, who was a member of the
Commission, along with Mary Fuller,
an outstanding member of the Com-
mission from the State of California,
and the Senator from Colorado, had a
whole ser!es of additional women's
issues they wanted to get into but
could not, because of the constraints
in the Commission report.

Mr. President, may we have order?
The PRESIDING OFFICER. The

Senate will be In order. Conversations
In the rear of the Chamber will please
cease.

Mr. DOLE. The Senator from New
York, the Senator from Kansas, and
others on the Commission made a
number of efforts in this area. We had
a whole list of things we wanted to ad-
dress, and finally we had to draw the
line.

I hope the Senator from Michigan
will let us proceed with hearings
which we will be holding this year in
our committee. We know that there
are other areas that need to be ad-
dressed.

On this particular amendment, how-
ever, I wonder how would we hohi the
line on protecting a spouse from the
loss of a worker's income only when he
has died? Loss of Income can aiso
occur with divorce, separation, disabil-
ity. Current disability benefits require
a 5-month waiting period. A spouse, 1n
particular, with no work history, can
suffer loss of income in each of those
situations. If we pick out only one, we
have difficulty in discriminating
against some other group.

I hope the Senator will let us consid-
er the amendment in hearings, be-
cause we do plan a more comprehen-
sive approach.

Mr. MOYNIHAN. Mr. President, the
chairman has stated it accurately. I
fully join in his suggestion that what
the Senator from Michigan proposes is
compassionate and intelligent. The
question is how to fund it.

We have undertaken a broad consid-
eration of those aspects of the social
security system which are not equita
ble to women, which discriminate
against them, or where the system
simply should be improved because of
those circumstances.

Most important, I think, is the ques-
tion of shared earnings. But the more
of these issues involved, the more im-
portant our hearings will become.
Shared earnings are probably a prior-
ity.

I hope we can put this matter over
until that early date when we take up
the large discussion that is necessary.
We can not do it on this package. A
billion dollars in the next 7 years is a
billion dollars, and we dare not.

Mr. LEVIN. Mr. President, I thank
my friends from Kansas and New
York.

This is indeed an important issue. It
is something which has been festering
a long time. As I indicated, I intro-
duced a bill on this subject a number
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of years ago. It is an inequity which
has to be faced. It can be faced now, in
this bill. I think there Is an under
standing that we can solve this prob
lern now.

If we add up enough years, I guess
we can get to a billion dollars. But the
fact is, as we understand from the ac-
tuary, the cost of this is $75 million in
calendar year 1984 and $100 million
for each year from 1985 through 1987.
I do not know how many additional
years beyond that the chairman went
to get to the figure he identified.

He made a reference to one of the
members of the Commission, Mary
Fuller, and I want to read from her
supplementary statement to this
report. She said:

The effect on women of the Social Secu-
rity program is a subject of major impor-
tance. and much analytical work has been
done to identify and evaluate alternative ap-
proaches to correct the unintended inequi-
ties. In fact, the 1979 AdvIsory Council on
Social Security spent more time on this
issue than on any other single issue. Unf or-
tunately, our commission could not address
this issue due to the urgent priority of re-
storing the solvency of the system. But we
do not intend this choice to detract from
the importance of restoring the equitable
treatment of women In today's world. The
provisions of the bi-partisan package, while
advantageous to certain groups of women,
do not begrn to address the fundamental.
though unintended, Inequities, that act to
the disadvantage of all people except mem
bers of intact one-earner couples.

We have talked with her, and, by the
way, her reference to this issue relates
to inequities to women, not just the
particular amendment I am offering.

We also talked to Martha Keys, an
outstanding person, with great back-
ground in these Issues. She told us
that this is an excellent amendment,
that the area we address is an area of
extreme urgency.

We in the Senate all know about the
widows' gap. We have let this go on.
We know there are women by the tens
of thousands in their fifties who are
left with children now grown and are
suddenly widowed and are not eligible
for the social security benefit. They
have not worked, they are thrown
onto the job market, and they cannot
get a job. We all know that.

This amendment is a modest transi-
tion amendment to say, "Here, for 8
months you will have this transition
benefit so that you can survive."

I say to the chairman of the commit-
tee that this is a very modest amend.
ment in amount, In purpose, and In
intent, and it is the kind of amend-
ment we all can support.

We have taken action to help small
business. We have taken action which
costs $200 million. The trust fund is
going to have to lay that out in 1984 to
help small business. I think we can
take action which will cost $75 million
to help widows.

Mr. President, in closing let me just
take a moment to thank Congress-
woman MARY ROSE OAKAR, chairper-
son of the House Task Force on Social
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Security, and her staff for the assist
ance they provided in the formulation
of this important legislation.

Mr. DOLE. Mr. President, I do not
want to qurre1 with my friend from
Michigan. He may proceed on it how-
ever he wishes.

We are concerned. We think we have
demonstrated that our concern is real.
This may be a gap as pointed out by
the Senator from New York. It may
not be c1ased as an inequity. We had
a very difficult time saying no to many
of these Worthwhile provisions.

We had a little surplus earlier on
today, but that has been wiped out, ac-
cording to the actuaries, by adoption
of the Long amendment. At one time,
we had a itt1e cushion, and this
amendment might have been able to
fit into that little cushion.

Mr. LEVIN. I would be happy to
make the suggestion to the chairman
that i the Long amendment survives
intact In conference and if my amend-
ment were adopted, I would be happy
to see the conferees adopt this amend-
ment—if the Long amendment were
kept intact in conference.

Mr. DOLE. They might be able to
figure out something along that line.
If the Senator would raise the age to
55 and reduce the time to 6 months,
we might take it to the Rotunda or
beyond.

Mr. LEVIN. Including the other part
of the suggestion, about the Long
amendment?

Mr. DOLE. I do not know anything
about the Long amendment. (Laugh-
ter.]

Mr. LEVIN. Mr. President, I suggest
the absence of a quorum, so that we
can confer for a moment.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. LEVIN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. LEVIN. Mr. President, I send a
modified amendment to the desk on
behalf of the same cosponsors.

The PRESIDING OFFICER The
amendment will be so modified.

The modified amendment is as fol-
lows:

At the appropriate 1acc in the bill, insert
the iollowlng new section:
1RMSTIONAL BENFTS FOR CERTAIN WIDOWS

AND WIDOWERS

SEc. . (a) Section 202(e) of the Social Se-
curity Act is amended by adding at the end
thereof the follo.ving new paragraph:

"(9)(A) Any individual who for any
month—

'(i) would be entitled to a monthly benefit
under this subsection for such month but
for the fact that such individual has iiot at-
tained age 60;

'(ii) had attained age 55 prior to the time
of the death of the deceased individual (on
Lhe basis of whose wages and self-employ-
ment income the widow or surviving di-
vorced wife would be so entitled to a widow's
benefit under this subsection); and

"(ill) Lq not otherwise entitled to a widow's
benefit under this subsection,
shall he entted to a widow's benefit under
this subsection (subject to the same condi.
tions as an ndividual entitled to a widow's
benefit under this subsection by reason of
attaining age 60 for each such month
during the period described in subparagraph
(B) drning which he meets the require-
ments of t subparagraph.

"(B) The period shall begin on the first
day of t.he fst month beginning after the
death of the deceased individual (on the
basis of whose vages and self-employment
income tie wildow or surviving divorced wile
is entit1eA to widos benefit by reason of
this pargrap) nd ending with the er1ier
of—

'(1) the t thy of the eighth month be-
ginning after the death of such deceased in
dividuaJi, o

'(ii) the th-st &y of the first month for
which such widow or surviving divorced wife
is entitled to widow's benefit under this
subsect1o other than by reason of this
paragraph?'

(b) Sectior 202(f) of such Act Is amended
by addbg at the ed thereof the following
flew paragrh:

"(9)(A Any individual who for any
month—

"(I) wou'd 1e entitled to a monthly benefit
under this subsection for such month but
for the fact that such individual has not at
tamed ge

"(ii) ha aftained age 55 prior to the time
of the death of the deceased individual (on
the basis o whose wages and self-employ-
ment income the widower would be so enti-
tled to a widower'8 benefit under this sub-
section); and

"(ii!) is not otherwise entitled to a widow-
er's benefft inder this subsection,
shall be enit1ed to a widowers benefit
under this subsection (subject to the same
condItic s an ndividua1 entitled to a wid-
ower's benefit under this subsection by
reason of ±tajnIng age 60) for each such
month during the period described in sub-
paragraph B) during which he meets the
requirements of this subparagraph.

"(B) The period shall begin on the first
day of the ffrst month beginning after the
death of the deceased individuaJ (on the
basis of whose wages and self-employment
income the dower Is entitled to a widow-
er's benefit by reason of this paragraph)
and ending wilth the earlier of—

"U) the ast da f the sixth month begin-
ning after the 1eath of such deceased Indi-
vidual, or

"(ii) the first day of the first month for
which such wkiower is entitled to a widow-
er's benefit under this subsection other
than by reason f this paragraph.".

"(c) The inendments made by subsec-
tions (a) d b) shall be effective with re-
spect to monthly benefits under title II of
the Social Security Act for months begin.
ning after December 31, 1983.

Mr. LVIN, Mr. President, the modi-
fied amendment, which I sent to the
desk, reflects the suggestion of my
friend from 1tansas that we start this
benefit that X described as a widows'
transition benefit at age 55 instead of
50 as in my rgnaI amendment and
that It be for 6 months instead of the
8 months as in the original amend
ment.

I, as always, am so grateful for the
help f my friends from Kansas and
Louisiana.

I think the suggestion is a construc-
tive one wch gets on the books at
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least ©n this bill a provision which we
have been struggling for so long to
achieve. We have not recosted it, but I
presume ft wo.ild be something less
than $75 million, perhaps in the area
of $50 million in the first year, that di-
cided by perhapz half because we are
starting at age 55 instead of 50. So I
presume it wou'd be in the area of $25
mililon to $30 million.

i hope that my friend from Kansas
aid my fried from Louisiana will try
o hold tz this posiLion in conference
regardless of the disposition of the
Long amendment n conference.

Mr. DOLE. Mr. President, if the Sen-
ator vill y1ed to me, let me aure the
Senator did not mean to co1mect the
two. am sure the Senator from
Michigan did not. But I think with he
modificaUon mentioned before, the
Senator from Kansas is willing to
accept the amendment.

Again K will say that the amendment
has great deal of merit, but there are
a number of others that probably fit
n that same category, I am not cer-
tain what the reaction of the House of
Representatives will be. I am certaixily
willing to test it.

Mr. LEVIN. I thank my friend from
Louisiana and my friend from Kansas
for their constructive suggestion an
help and thank the Chair and yield
the floor.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment, a modified, of the Senator from
Michigan,

The amendment (UP No. 132), as
modified, was agreed to.

Mr. LEVIN. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. DOLE. I nove to lay that
motion on the table.

The motion to ay on th table was
agreed to.

Mr. SIMMS. Mr. President, a parlia-
mentary inquiry.

The PRESIDING OFFICER. The
Senator will state ft.

Mr. S'IMMS. Mr. President, have the
yeas and nays been ordered on final
passage?

The PRESIDING OFFICER. They
have not.

Mr. SIMMS. I ask for the yeas and
nays on final passage.

The PRESIDING OFFICER. Is
there a sufficient second?

There ñs a sufficient second.
The yeas and nays were ordered.

UP AIENDMENT NO. 133

(Purpose: To disregard tax-exempt interest
in the computation of adjusted gross
income cr purposes of the ta,ation of
Soci! Security benefits)
Mr. LONG. Mr. President, I send an

amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
rnendment will be stated.

The assistant legislative clerk read
as follows:
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The Senator from Louisiana (Mr. LONG)
proposes an unprthted amendment r.um-
bered 133

Mr. LONG. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
On page 115, beginning with, ithe 21, strike

out all through page 116, line 3, and insert
in lieu thereof the Iollowrng:

"(2) ADJUSTED GROSS INc0ME.—For purposes
of this subsection, the adjusted gross
Income of the taxpayer for the taxable year
shall be determined without regard to this
section and sections 221, 911, and 931.

Mr. LONG. Mr. President, this
amendment deals with a provision
that was not In the Commission rec-
ommendation. It deals with a provi-
sion that was not in the House bill.
And in my judgment it is certainly a
provision that was not adequately con-
sidered even in the Senate Finance
Committee. This provision would re
qufre that in taxing 50 percent of
social security benefits, that the base
for determining whether people pay
the tax Include whatever Income they
may have from State and municipal
bonds.

Mr. President, there is no doubt In
my mind that the proposed inclusion
of State and loca bond Interest In the
tax base for calculating the tax on
social security benefits is unconstitu-
tional. We have debated that matter
before in the Senate and I believe
most Senators begin to understand the
issue.

It seems that every year the people
who want to tax State and local bond
interest seem to find some new way of
trying to do it. The problem is, no
matter how the proposal is dressed up,
taxing State and local bond interest
still raises serious constitutional prob-
lems.

The proposal would not affect the
taxation of higher Income people. Let
me explain that for a moment, Mr.
President, because a lot of folks do not
understand this.

This proposal in the committee bill
does not apply to people who are
making a lot of income. It only applies
to little people in the middle-income
bracket. For example, if a person had,
let us say, $50,000 of adjusted gross
income and $100,000 of tax-exempt
bond income, he would pay the tax on
half his social security benefits
anyway and it would make no differ-
ence how much he had in tax-exempt
income. Whether he had $1 or
$100,000 of tax-exempt income, once
he has the $50,000 or for that matter
once he has $40,000 of adjusted gross
income, from that point forward he is
paying all the tax that is to be paid on
50 percent of his social security
income anyway.

So this is only a tax provision to
strike at middle-income aged people. It
is not one to strike at very wealthy
aged people.

I do not think the committee really
understood the matter when the com-
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mittee voted to put this on the statute

books. This adds complexity to the
formula for taxing social security
benefits and it would raise very little
additional taxes.

Now to support that statement, Mr.
President, you do not need to go
beyond the committee report. The
committee report contains its estimate
on how much money the bill raises
with all these provisions. This is what
I regard as a clearly unconstitutional
provision which unfafrly affects old
people—and then you look in the
chart in the committee report to see
how much money the bill is going to
raise by taxing the State and local
government and what do you see? An
asterisk. How much do they raise? An
asterisk. You know what that means.
An asterisk means that over the period
less than $5 million will be raised. An
asterisk. What it really means is zero
in this case, because it is not going to
raise anything.

The cost of administering It and the
cost of the complexity, the cost of
adding additional lines on the income
tax returns of these dear old people—
and it will probably have to go on ev-
eryone's income tax return—complete-
ly offsets whatever might be raised
with the provision.

In short, Mr. President, the provi-
sion in the committee bill creates
problems of constitutionality and com-
plexity in order to close an imagined
loophole that does not really exist at
alL

Let us just understand this, Mr.
President: People do not benefit as far

as investments are concerned by
buying State and municipal bonds if
they are in low tax brackets. The
reason is that they lose anywhere
from 20 to 40 percent of the income
that they would get by buying instead
a Federal bond, for example, or a AAA
corporate bond. They would lose any-
where from 20 to 40 percent of their
income by buying a State or municipal
bond and, therefore, as Bill Simon, a
former Secretary of Treasury, used to
tell us, It has been taxed already. You
might say it has been taxed for the
benefit o the State and local Govern-
ment because the fact that bonds of
State and local governments are not
subject to taxation by the Federal
Government causes those bonds to sell
at a favored price which means that
they pay a much lower interest rate.

Mr. President, we should make no
mistake about it. This provision does
amount to taxing the interest on those
State and local bonds.

Suppose an Individual has social se-
curity benefits of $10,000, pension
income of $20,000, and a tax-exempt
income of $10,000. Under the House
bin and Social Security Commission
recommendation you count one-half of
social security benefits as income.
$5,000; count the pension income of
$20,000; for a total countable income
of $25,000. Thus in this situation social
security benefits would not be taxed
under the House bill.
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But under the terms of the Finance
Committee bill you count one-half of
social security benefits as income, so
that is $5,000; then count pension
income of $20,000; and then count tax-
exempt Income of $10,000 for a total
countable income of $35,000, and one-
half of the social security benefits
would be fully taxed. Thus the inclu-
sion of tax-exempt income would have
the effect of raising taxable income
$5,000 in this example.

Furthermore, this proposal is not
targeted at high-income individuals. In
fact, it would only increase taxes on
persons with relatively low levels of
taxable income aside from their

exempt bond interest. Any single
person with adjusted gross income of
over $25,000, and any married couple
with adjusted gross income of over
$32,000, will already be over the tax-
able threshold and thus will not be af-
fected if their exempt bond Income
goes into the base. Only persons with
adjusted gross Income, other than
exempt bond income, of less than
$25,000 or single individuals, or
$32,000 for a married couple, will
suffer this taxation of thefr exempt
bond income.

(Mr. SYMMS assumed the Chafr.)
Mr. LONG. Why did the Finance

Committee adopt such a proposal? It
was not In the Social Security Com-
mission's recommendations, and the
revenue cost over the next 7 years is
too small to be estimated.

Why would you want to discriminate
against these dear old people? Any-
body else who buys those tax-exempt
bonds will not be taxed on the inter-
est. Why would you want to do that to
grandma? Why tax her? Why?

It is difficult to understand. The
committee assumed that the proposal
was needed to close a loophole under
which a person could convert his tax-
able income Into tax-exempt income in
order to avoid paying tax on some of
his social security benefits. In fact, the
potential tax savings from such a con-
version is very small and would be
more than offset by the lower yield on
the exempt bonds.

Furthermore, once a taxpayer had
brought his countable income down
below the $25,000 or $32,000 thresh-
old, his marginal tax rate would be so
low that the tax-exempt bonds would
be a bad investment. That is, the tax
savings would be much smaller than
the amount the taxpayer would be
giving up by investing in bonds with a
lower yield. That is why the revenue
estinmters say that the revenue gain
under this provision is too small even
to estimate.

Mr. D'AMATO. Mr. President, will
the Senator yield for a question?

Mr. LONG. Yes, I yield.
Mr. D'AMATO. Am I understandmg

the Senator correctly to say that if
you are on social security and have an
adjusted gross income of $40,000 a
year for husband and wife with
$10,000 a year of that income coming
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from tax•exempt muncipal bonds, that
that $10,000 would be calculated in the
formula and thereby your social secu-
rity benefits over and above the cutoff
would be taxable; is that correct?

Mr. LONG. That s right, Half of it
would be taxable.

Mr. D'AMATO. Now supposing, for
example, you are 55 years of age and
you have an income of $100,000 from
tax-exempt municipal bonds, you pay
no taxes on that, is that correct?

Mr. LONG. That is correct.
Mr. D'AMATO. So we are saying in

essence that if you have $100,000 in
municipal bond income and you are
not qualified for social security, you
have not reached retirement age, you
ay no tax. But if you have $10,000
and you are on social security that can
be the difference that raises your ad-
justed gross income to $35,000 max!-
mum, husband and wife, and that will
put you Into a taxable status; is that
correct?

Mr. LONG. That is absolutely cor-
rect.

Mr. D'AMATO. Is it further correct
that the Social Security Commission
recommended this?

Mr. LONG. No; the Comnussion did
not recommend that.

Mr. D'AMATO. Well, they showed
good judgment.

Mr. LONG. The House did not rec•
ommend this, either.

Mr. D'AMATO. Is there any revenue
loss or gain that has been determined?

Mr. LONG. It will gain what revenue
estimators éall an asterisk, which
means somewhere between zero and $5
million In revenue over a 7-year
period. This excludes the cost of ad.
ministration.

Mr. D'AMATO. If you had munici-
pal bonds and were drawing social se-
curity and had an income, of $10,000
from the municipal bonds, and If it
were going to place you in a taxable
position on your social security, and
you were getting a 6 or 7, or 8 percent
yield, would you not be wise then to
convert them Into a higher taxable
yield, by selling those municipas be-
cause you would not have the tax ad-
vantage any more in holding them,
and would you not have people con-
verting from munlcipais into other
bonds, and other people purchasing
other bonds instead of municipals as a
result of this?

Mr. LONG. Why, of course. In other
words, the point is that in a great
number of cases If people do happen
to have a State or municipal bond
they would just have to replace them
with other investments.

Mr. D'AMATO. In the Senator's
opinion, drawing on all hIs years on
the Finance Committee, what would
that do to the municipal bond market?
Would that raise or lower the cost of
those bonds when, for example, the
Village of Island Park, in which I live,
consisting of 5,300 people, goes into
the municipal bond market to borrow,
would it not cost that village more in-
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terest to barrow? Would not people
expect greater yield as a result?

Mr. LONG. Middle-income taxpayers
drawing ocia1 security would go to a
tax ccriuitant to try to plan what to
do with thefr municipal bonds.

They go to a ta consu1tant and he
says, "let me see,, unless you have
$35,000 of income, the first thing you
should do is to sell your municipal
bon." Ths Senator knows that will
hurt the market or State and munici'
pal bonds and force State and local
governments to pay a higher price to
borrow money

Mr. DAMATO. I might make note
of the fact that I have asked the trea-
surer n the county in which I live,
Nassau County, Long Island, what the
effect of this would be. After checking
with various bond counsel he said they
indicated that with time this provision
could result, without gain to the
Treasury, in an increase of as much as
200 basis points in borrowing costs.

When we are talking about borrow•
ing of billions of dollars by State,
county, city, village, town govern-
ments, we are talking about increasing
the cost to local governments that
need these revenues. They will then
have to raise real property taxes on
working middle class families who, for
the most part, support those govern-
ments.

But the thing I find to be incredible
Is that there s no revenue gain here.
People will be forced in many cases to
dispose of these bonds, depressing the
municipal bond market, resulting in
their being less accepted. Consequent-
ly, there will be a higher cost to local
governments passed on to the working
middle-class people, as well as those on
social security.

Mr. LONG. I agree with the Senator.
Now, Mr. President, if Senators con-

sider anything wrong about the tax-
exempt status of State and municipal
bonds, if they consider this to be a tax
loophole, why would they want to go
after these retired middle•income aged
people but not the rich people? Why
not go after persons who invested mil-
lions in tax exempt bonds? Why not go
after them, because with large
amounts of tax-exempt bonds, why
could they not say, "From this point
forward you must pay a tax on Income
on your tax exempt bonds?"

Why not just go after it that way
and see if you cannot overrule the P01-
lock case decided n 1895 that you
could not tax those bonds, and try to
get the Supreme Court to reverse
itself? Why not go after the rich
people? Why go after only the middle-
income people?

Mr. D'AMATO. I concur with the
Senator. It seems to me if we are going
to talk about closing tax loopholes the
place shou'd not be on the social secu-
rity bill,

I have heard since I have been here
about how we want to close these loop•
holes. Why do we not develop a tax
system that says people at a certain
income have to pay a minimum tax,
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nc1uding Uie income that may come
from tax-exempt bonds and municipal
bonds? It would seem to me that
would be a more appropriate way. It
would deal with the real abuses that
people worry about, so that people
who have incomes in the hundreds of
thousands of dollars, in the millions of
dollars, who pay no taxes will be af-
fected. But it is certainly not solving
the problem to place a tax on middle
class working people, who worked all
their lives and now have a small
income and subject them to a tax with
no revenue gain, especially when the
local governments are going to wind
up levying throughout this country
millions of dollars more in real proper-
ty taxes because the value of their
bonds will be published.

I strongly support the Long amend-
ment. It makes eminent good sense.

Once again we find ourselves faced
with the situation where those people
who propose these kinds of amend•
ments really do not deaL with the to-
tality of the question. If they want to
argue everyone should pay a fair
share, let us look at the entLre code.
Let us see to it that everybody, regard-
less of how much they may own in the
way of municipal and industrial reve•
nue bonds, no matter how much they
may contribute to charities, will pay a
certain minimum when they are above
a certain income.

It Is unfair to have somone who is
making a million dollars a year and
who, as a result of purchasing revenue
bonds, municipal bonds, and tax ex-
emptions and as a result of charitable
contributions and various writeoffs,
pays no taxes.

I think the Senator from Louisiana
agrees with me. We do not want to
avoid the closing of a loophole, but let
us do it the right way and not in the
way that penalizes middle-class people.

Mr. LONG. Mr. President, another
thing that is wrong about the amend-
ment Is that if someone wants to start
a tax reform movement, to go after
the so-cafled tax expenditures in the
Internal Revenue Code and tax them,
there are a number of them. The Con-
gress passed Mr. Dou's tax bill last
year, and we had various types of
income included in the alternative
minimum tax base. But we expressly
voted here n the Senate not to in-
clude the interest from State and mu-
nicipal bonds In this income base be-
cause we concluded that they were
sacrificing income by forgoing the pay•
ment of tax on them. We did include a
number of preference items in the al-
ternative minimum income tax base,
so that they could be subject to a
minimum tax.

Now, if one wanted to subject one•
half of social security income to tax,
then let us expand the income tax
base in a nondiscriminatory fashion
and say, "Here are the items that are
In the alternative minimum income
tax base adopted by the Tax Equity
and Fiscal Responsibility Act of 1982.
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We could say, "Now, all right, if these
old people have a minimum income
tax base then we are going to tax 50
percent of their social security bene-
fits."

Well, if you wanted to do that, at
least you would be trying to tax social
security income based on an economic
income concept. However, these people
are omitted. Why would they be left
out?

They want to tax dear old grandma
because she holds a bond issued by the
city government of her own home-
town. Why would they want to go tax
grandma in a situation like that? If
she is a rich grandma, they are not
going to tax her social security. They
are only going to tax her if she is one
of the middle-income people. What do
they have against the State and local
governments?

Mr. D'AMATO. Look at the basic ad-
vantages of it again. If you have only
$10,000 tax-exempt income from mu-
nicipal bonds and it pushes you over
the threshold for social security pur-
poses and then half of your benefits
are taxed, that is one thing. But what
about the person who has $100,000 in
tax-exempt income from municipal
bonds and is eligible for social secu-
rity? So now that person Is adding
social security and does not pay one
penny more on that.

So to use this in connection with the
formula for an adjusted gross income,
which wifi put you over the threshold
and now make your social security
income taxable, only hurts one
group—middle-class families; working
families. Not the wealthy. It does not
close the loophole for the wealthy. It
does not make them subject to one
penny more than what they would
have paid In any event.

Let us pass a tax across the board
and say If you make a million dollars a
year you cannot exclude and take
writeoffs with all of the shelters, in-
cluding municipal revenue bonds; that
you have to pay a minimum.

That Is the way to do it, but not
here in the social security bill; not
here when you are not going to raise
any money, when we are going to dis-
turb the municipal market. Because
even though the gain to the Govern-
ment is $5 million, maybe, over 7
years, it will result in municipal reve-
nue bonds becoming less attractive.
They will go up 100 basis points and
then 200 basis points, and that wifi
result nationwide in hundreds of mil-
lions of dollars a year more in costs.
To whom? Towns, villages, counties,
and cities that cannot afford it. What
do they do? They have to raise real
property taxes. And who pays the
burden of real property taxes? The
small homeowner, the businessman.
For what? So they can say, "Oh, we
are closing the loophole."

We are not closing the loophole. We
know how to close loopholes if we
really want to go after them. This is
not closing the loophole. It Is counter-
productive.
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So I rise to support this amendment.

I urge my colleagues to thixlk very
carefully about this amendment. It is
an important amendment. There will
be those among their constituents who
will see there is no justice in the bill
when they are pushed up over this
level and have to pay additional
moneys and, there will be an erosion
of the municipal theory.

By the way, it probably s unconsti-
tutional.

I thank the Senator.
Mr. LONG. I thank the Senator.
Mr. President, another problem with

this proposal is that it would add to
the complexity of our Tax Code. Most
of the complications in our tax laws
affect only a few sophisticated busi-
nesses who want the complexity be-
cause it reduces their taxes. However,
this proposal would make more com-
plex a provision affecting many of the
social security beneficiaries who did
not buy these tax-exempt State and
municipal bonds for that purpose.

The mechanism for taxing social se-
curity benefits is already sufficiently
complex without considering tax-
exempt income. It would add addition-
al lines to the tax return—maybe
three additional lines to the tax
return—In order to report and then
compute this Income to see how much
additional tax is owed.

Do we really need the additional
lines on the tax return, the additional
recordkeeping burden, and the addi-
tional steps In the formula that this
municipal bond provision would add?

Let me also point out that the Inter-
nal Revenue Service has never asked
for or received any information from
States or municipalities on who re-
ceives tax-exempt Income. I wonder
whether we would need to Impose re-
porting requirements on our State
governments and reporting require-
ments on the cities and the counties in
order to help the Internal Revenue
Service police this provision.

That would certainly be a significant
burden on States and localities, but it
might be necessary in order for the
provision to be applied In an effective
way.

Mr. President, as I stated earlier,
taxing State and local bond interest is
unconstitutional. The leading case in
this area is Pollock against Farmers'
Loan and Trust Co. There were actual-
ly two Pollock decisions: The first in-
vaildated portions of the 1984 income
tax law, including the attempted tax
ation of State and local bond interest,
and a second opinion, issued after re-
hearing, held that the entire tax law
was unconstitutional.

The opinions written in the two P01-
lock decisions make it clear that Fed-
eral taxation of State and local bonds
is unconstitutional. Under the cases,
the constitutional defect as to tax-
ation of State and local bonds is that
such a tax directly impairs the borrow-
ing power of the States. The Supreme
Court held that the Federal Govern
ment cannot, under our Constitution,
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impair this State and local borrowing
power. The Pollock opinions make it
clear that this is a separate and dis-
tinct rationale that would by itself
defeat attempts to tax State and local
bond interest. Although the second
Pollock decision Invalidated the re-
maining portions of the 1894 law on
the grounds that the tax was a direct
tax required to be apportioned among
the States, it did not withdraw the
separate rationale applicable to State
and local bond interest. In fact, Justice
Brown's opinion in the second Pollock
decision emphasizes that the question
of bond taxation is not a question of
apportionment, but is rather a ques-
tion of total lack of Federal taxing
power.

When the 16th amendment was
taken up in Congress, the question of
taxation of State and local bonds was
not discussed and, as later events
show, it was not contemplated that
the amendment would permit taxation
of State and local bond interest. When
Charles Evans Hughes, then Governor
of New York, raised the question
during the ratification process of
whether the 16th amendment would
permit taxation of State and local
bond interest, he was assured by Sena-
tors Borah and Brown, who played a
major part of this process, that no
such interpretation was possible.
These comments may be found in the
CoNGIssIoN RECORD for February
10, 1910. The RECORD for March 1,
1910, contains similar reassurances in
the form of a letter from Senator
Elihu Root to a New York State sena-
tor. Congressional debate on a propos-
al made during World War I to tax
State and local bond interest also
shows the congressional view that
such a tax would be unconstitutional
notwithstanding the 16th amendment,
as does the fact that, in 1923, Congress
considered adopting a constitutional
amendment to permit taxation of
State and local bond interest. The
1923 proposed amendment passed the
House but did not pass the Senate.

The Supreme Court has held on sev-
eral occasions that the 16th amend-
ment did not extend the Federal
taxing power to new subjects. In these
decisions, the Court held that the
amendment merely removed the ne-
cessity for an apportionment of the
Federal income tax among the States.
These decisions confirm the view that
the 16th amendment did not create a
new Federal taxing power over State
and local bond interest.

The precise question of taxing State
and local bond interest has not been
considered by the Supreme Court
since the adoption of the 16th amend-
ment. However, the Supreme Court
has on several occasions, after the rati-
fication of the 16th amendment, ex-
pressed the view that the Federal Gov-
ernment cannot tax State and local
bond Interest, citing the Pollock case
as authority.
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As a matter of fact, Mr. President,

on later occasions, when Charles
Evans Hughes, the Governor of New
York to whom I referred, became the
Chief Justice of the U.S. Supreme
Court, in cases dealing with this sub-
ject he made a point to state, by way
of dictum, that the Federal Govern-
ment had no authority to tax interest
on State and local bonds. Justice
Hughes was an individual who had a
complete understandir!g of the entire
legislative history of this matter. As
the Governor of New York, he had
been assured by the legislative process
that the 16th amendment had no pur-
pose to allow taxation of State and
local bonds, and could not be so con-
strued.

Keep in mind, Mr. President, that
the ratification process is part of the
legislative process in passing a consti-
tutional amendment.

As I stated, on several occasions
after the ratification of the 16th
amendment—Involving cases on other
subjects—the Court has distinguished
the special case of bond interest from
questions such as the taxability of
Government contractors and employ-
ees by pointing out the immunity of
the States' borrowing power from Fed-
eral taxation.

In view of the Pollock decision, its
many reaffirmations since the ratifica-
tion of the 16th amendment, and the
legislative history of the amendment,
and of other related measures, It Is
clear that the provisions of the Fi-
nance CornIttee bill that would tax
State and local bond interest will di-
rectly contradict a well-established
constitutional prohibition of taxing a
State government. Congress should re-
spect constitutional limitations on the
Federal taxing power and should not
impose a tax such as this without new
and express constitutional authoriza-
tion. This Is especially so when the
possibly unconstitutional provision Is
apparently unnecessary and otherwise
imposes troublesome burdens of com-
plexity on our senior citizens.

Mr. President, I would like to add as
cosponsors of this amendment the
Senator from New York (Mr.
D'AMATo), the Senator from Florida
(Mrs. HAWKINS), the Senator from
South Carolina (Mr. TEURMOND), and
the Senator from Mississippi (Mr.
SrENNIs).

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. CHAFEE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Rhode Island.
Mr. CHAFEE. Mr. President, I com-

mend the Senator from Louisana and
the Senator from New York who are
doing the best they can with a very,
very bad case. I think they have been
eloquent in what any objective observ-
er would say has been on the side of
inequity.

Mr. President, there has been long
discussion about taxation of municipal
bonds. I think we can dismiss that.
This is not taxation of municipal

bonds at all. It has nothing to do with
the taxation of municipal bonds. What
we are saying is that municipal bonds
can count as a basis on which social se-
curity becomes taxable.

The decision is made that social se-
curity wiU be taxabe at certain brack-
ets. That is not what we are debating
here this afternoon. That decision ha
been made.

Half of your social security income
at certain levels will be taxable.

The question of whether tax-exempt
bonds should never be figured in a
base, should never be involved in any
taxation, of course, does not apply
here. As a matter of fact, if we look at
the Federal estate tax law we will find
that so-called tax-exempt-bond va'ue
is computed when one computes the
valuation of an estate fo tax pur-
poses. There is a tax applied on so-
called tax-exempt bonds, the value of
them, In computing the Federal estate
tax.

Mr. President, what we are discuss-
ing this afternoon is not revenue. It is
not a question of whether it is an as-
terisk or a double asterisk, whether it
is $7 billion over 6 years or not. What
we are discussing this afternoon, Mr.
President, is equity. Is it fair to two
people with the same amount of
income, one to suffer a tax on his or
her social security and the other not,
solely because of the definition of the
type of income that is.

Mr. President, let us take the case of
somebody with a $22,000 pension, a
pension from the company that he or
she worked for. That person, with
$4,000 or $8,000 from social security,
with $4,000 computed here, would
have a tax. Clearly, that individual
would suffer a tax.

We have decided that. But what is
being proposed here on the floor is
that somebody with $100,000 of tax-
free income, when he or she receives
hIs or her pension of $8,000, that be
free from any tax.

Is that fair, Mr. President? Is that
what we want to do In the Senate of
the United States? I do not think so.

The question here is equity. Are we
going to permit someone who is
wealthy enough or who has the ability
to shift around—many people who are
going to become taxable under the
proposal that Is part if this bill do not
have the ability to shift their income
around. If you have a pension from a
company, that Is a pension. You
connot make it nontaxable, as oprosed
to the person whose income comes
from stocks and bonds who can shift
around and put part cf it into tax
exempts and part of it not into tax
exempts. If we are going to make the
social security taxable in certain
brackets, let us be fair to everybody in
the country. Let us not have some-
groups that are able to avoid that tax
through shifting around.

It is not some little old lady, now. It
is nice to cloak these in that guise of
mama or grandma. But that is not the
situation. We are dealing with wealthy
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people who have the means, who have
the assets to shift them around so that
they can avoid the tax on their soia1
security. Is that fair? I do not think so.

Mr. MELCHER. Will the Senator
yield for a question?

Mr. CHAFEE. If I may just complete
my remarks, then I shall yield the
floor. The Senator may have the floor
when I finish.

It seems to me, Mr. President—let us
set aside the arguments about reve-
nue, the arguments about taxing tax-
exempt bonds. That is not before the
House this afternoon. We are solely
discussing equity. Equity is clearly on
the side of the measure that was
adopted in the Fmance Committee
and is a part of this legislation.

Mr. MELCHER. Will the Senator
yield for a question?

Mr. CHAFEE. Yes.
Mr. MELCHER. Is it not the general

case, almost the universal case, that
these tax-exempt bonds carry a lower
rate of interest return?

Mr. CHAFEE. That is the theory of
it. That is the theory, that one shifts
into tax exempts and his income is re-
duced. It is not always so.

I have here a clipping from the
Washington Post of last Friday: Try
new Investment formula, 10.13 per-
cent; tax-exempt money market and
municipal bond fund. Just $2,000 to
open an account, total liquidity—in
other words, short term. Unlimited
checking.

These are tax exempts. It says if you
are In the 50-percent bracket, tax-
exempt income Is worth twice the
yield; even In the 24-percent bracket,
10.13 tax-free is worth a taxable yield
of 13.33.

While the theory is a lower yield, it
does not always work Out that way.

Mr. MELCHER. Will the Senator
yield for a further question?

Mr. CHAFEE. Yes.
Mr. MELCHER. Is it not the general

practice that, for instance, school
bonds are tax exempt, city bonds are
tax exempt, in order to permit a
school district or the city to be able to
sell bonds in a little different market,
with a little different attraction, in
order to save the taxpayers of the
school district or the city some tax
money?

Mr. CHAFEE. Yes, that is the
rationale for tax-exempt bonds.

Mr. MELCHER. I thank the Sena-
tor.

Mr. LONG. Mr. President, did I hear
the Senator refer to an advertisement
to buy tax-exempt bonds at 13.33 per
cent?

Mr. CHAFEE. No, Mr. President, I
did not say 13.33. I said 10.13.

There is an ad that someone gave
me. But that is not what I read from.

Mr., LONG. I thought I heard the
Senator say something about 13.33.

Mr. CHAFEE. No, I believe the
RECORD will show I said 10.13. But
someone put on my desk 13.75 tax-free
municipal bonds, interest income
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exempt from Federal Income tax, and
so forth.

Mr. LONG. My thought would be
that if the Senator is going to advise
someone to buy tax-exempt bonds at
13.33 percent, he had better advise
them that there is a very severe ques-
tion of whether they are ever going to
get their principal back. They might
collect an Interest payment or two, but
if they are going to buy a tax-exempt
bond at that rate, it is sort of Uke
shooting craps at Las Vegas. You
might never get your money back.

Most bonds that are touted as being
solid bonds, that would be recommend-
ed by most people In the investment
field, would draw a lot less interest
than that.

Mr. DOLE. Will the Senator from
Rhode Lland yield?

Mr. CHAFEE. I am glad to yield.
Mr. DOLE. Mr. President, I do not

know how long we want to spend on
this amendment. It is not one of the
major provisions In this bill. We have
been on it 45 minutes. There are still
other amendments pending and we are
asked to go to conference tonight,
hopefully by 8 o'clock tonight. Is there
anyway we can have a time agreement
on this amendment with an up-or-
down vote, say, by 6 o'clock?

Mr. CHAFEE. Mr. President, I do
not need anything like that. I would
take 10 mInutes equally divided. Five
minutes apiece. It is up to the other
side.

Mr. LONG. Mr. President, I do not
think we need any agreement. As far
as I am concerned, I am ready to call
the roll now. There may be someone
else who might not agree with me.

Mr. DOLE. I do not think anybody
has had a chance to talk about this on
the other side. We might hear the
Senator from Rhode Island.

Mr. CHAFEE. I did briefly talk, Mr.
President. I would like to address my
remarks, If I may, to the Senator from
New York, who envisioned this as one
of the most cataclysmic steps being
taken by the Senate in many a year.
He sees an effect with all kinds of dis-
astrous ramifications on the municipal
bond market as it affects the local
community.

As he knows, the Senator from Lou-
isiana made it very clear that the reve-
nue implications here are only an as
terisk's worth. When you are only
down to an asterisk, you are not talk-
ing about much.

Mr. DAMATO. Will the Senator
yield for a question on that point?

Mr. CHAFEE. If I may just finish.
So, if it is only an asterisks worth,

which is a new term—I have to get
used to that; I have trouble even pro-
nouncing it—the effect of the ramif i-
cations on his hometown or his bond
market, his community, is that t will
be absolutely uninfluenced.

My point is that that is not the con-
cern. What we are trying to do here
under this amendment is have equity,
to have fairness. That is what we are
striving for in this very modest part of
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the bill that we are dlscusing right
now.

I shall be glad to yield for a ques-
tion.

Mr. D'AMATO. Mr. President, if
indeed we are talking about $5 million
over 7 years, why would we want to set
in motion a chain of events that,
indeed, would make municip1 revenue
bonds less attractive and would cost
far more to local government than
would be gained? If we are talking
about the appearance of equity, I
would agree with my distinguished col-
league friend from Rhode Island. But
this part of the bill does not do a thing
in terms of dealing with those people
who have millions in income and who
pay no taxes.

It simply misses the mark. It is an
asterisk that does not raise revenue,
but it is an asterisk that creates the
appearance of equity. It really is a
sham.

Mr. CHAFEE. Mr. President, I just
say in winding up that what it seems
to me the opponents of this are trying
to do is create an Incentive to pur-
chase tax-exempt bonds, an incentive
that does not exist today, that the In-
equity we are talking about could
arise. I do not think we want that, Mr.
President. I think we want to achieve
the greatest possible degree of equity.
If somebody whose income is locked
into certain forms, as I mentioned—to
a pension, or a working person, a
person over 65 who has to continue to
work—that person does not have the
ability to have part of his income tax
free. A person who is earning $25,000
by continuing to work over the age of
65 draws social security. That social
security will be totally taxable.

So what we are doing under the
amendment that is being proposed
here this afternoon is really penalizing
the working person or the person who
is not rich enough, who does not have
enough flexibility i his or her income
to shift it around to take advantage of
an incentive which would be provided
in the amendment that is being spon-
sored by the proponents this after-
noon. I am prepared to vote, Mr. Presi-
dent.

Mr. LONG. Mr. President, the Sena-
tor argues that his amendment would
not tax the State and local bonds, and
that is not his purpose. Mr. President,
let us just compare this situation to
the zero bracket amount and the so-
called personal exemption. For a
family of four, there wou'd be no tax
except on income that exceeds $7,400.
From that point forward a tax could
be owed.

Now, If we were to say that interest
from State and local bonds would
count against their $7,400 personal ex-
emption and zero bracket amount, and
the family had $7,400 of such interest,
they otherwise would have paid no
tax. However, by making the income
from the State and municipal bonds
push up everything else from the
bottom, you would have taxed an addi-
tional $7,400 by saying that an equal
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amount of income from State and mu-
nicipal bonds would be counted
against the zero bracket amount.

That has the effect of taxing the
State and municipal bonds. Keep in
mind that when the court in the Po1
lock case said that it was unconstitu-
tional to levy an income tax on the
income from State and municipal
bonds, they said it was unconstitution-
al because it placed a burden on the
power of the State to finance itself by
borrowing money. I do not care wheth-
er you are taxing the interest under
this amendment or whether you are
taxing it through the zero bracket
amount. However you get at it, you are
placing a burden on the income of
those tax-exempt bonds. It does not
make any difference whether you tax
them directly or indirectly. The
burden is still there, and that is what
the Senator seeks to do with his
amendment. There is no doubt about
it; he is seeking to do exactly what the
Pollock case said you could not do.

Mr. President, that stem& from the
old case of McCulloch against Mary-
land where Chief Justice Marshall
held that the power to tax is the
power to destroy, and that If you let
the Federal Government tax the
States, it can destroy the State govern-
ments. It would be just like permitting
the State to tax the Federal Govern-
ment. That would permit those who
created the Government to destroy it.

The States have no right to destroy
this Federal Government. That has
been decided many years ago and even
on battlefields. The States have no
power to destroy the Federal Govern-
ment, and the Federal Government
has no power to destroy the State gov
ernments. That is the principle the
Senator from Rhode Island seeks to
violate with his provision. Congress,
Mr. President, has not seen fit to go
along with that. We had this sanie
issue before us on the 'i''1tA bill, and
the Senate voted by a clear margin to
strike out the proposal that would put
the mmimum tax on State and munici-
pal bonds. It recognized the same pun.
ciple which has been upheld by great
Justices down through the years, in-
cluding Justice Charles Evans Hughes,
that we do not have the power to do
that. And the Congress, Mr. President,
has in the main denied the Internal
Revenue Service the right to take the
States to court to try to prove that
they could tax these bonds under the
Constitution. Congress has expressly
put In the law up to this point that
the income from these State and mu-
nicipal bonds is not taxable, and that
it is not our purpose to tax them. The
Congress has also kept the faith that
the sponsors of the constitutional
amendment permitting the income tax
made when they passed that amend-
ment and assured the State legisla-
tures that it did not tax these bonds,
that it was not their intention to do
that, and that they did not do that.
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We should not be doing it either, Mr.
President.

Now, look at the complexity. We are
talldng about something that is not
going to raise any money at all, no
money. Why do this? Under the com-
mittee bill, the IRS has to put a line,
maybe two or three lines on your tax
return. I would like to illustrate. Ev-
erybody fills out the same tax return,
so here is the line: If you are over 65
years old and you have some social se-
curity income, then put in here the
amount of income you are getting
•from State and municipal bonds. Add
your ailjuzted gross income. Now
report half of your social security
income. Now substract $25,000 from
that and divide two by two and add
that to your taxable inconie down
here. How many lines can you get by
with on your income tax return when
you start trying to do all this?

Why do you want to get into all that
complexity if you are not going to
make any money for the Government?
If you are going to make some money
for the Government, perhaps you
might take the view that the end Justi.
lies the meanB.

Let us talk about equity. I have
stood here year in and year out and
heard people talk about tax expendi-
tures. I heard about this until I was
sick of it.

Let us just look at some of the items
of tax preference:

Accelerated depreciation on real
property. If you want to do something
about equity and say these old people
cannot get away with. any tax break,
then why not put this in here? Accel-
erated depreciation on real property.
Why let them get a break on that?
Tax these old folks.

Next item: accelerated depreciation
on leased personal property. Why not.
go after these old people if they have
some of that? Next item: Amortization
on certain pollution control facilities.
Tax grandpa if he has some oI that.
Here is the next one: Mining explora-
tion and development costs. Tax
grandma if she has some of that. Then
circulation and research and experL
mental expendlture& OK, put that in
there and if Uncle Jim has some of
that, go after Uncle Jim. Next, re-
serves for losses on bad debts of finan-
cial institutions. All right, go after
those people. If old Aunt Susie has
some of that, OK, go after her because
she is Involved In one of these institu-
tioxs that has a bad debt.

Next, depletion. By all means, if
grandma has some income from an oil
well, go after her. Do not leave
grandma out.

Then we proceed to incentive stock
options. If they have some of that, go
get them. Intangible drilling costs, go
get them. Accelerated cost recovery,
go get them.

I would like to ask, why not go get
them? In other words, if you are going
to go after somebody who is 1osng a
lot of income because they bought a
State bond from the State where they

live or because they bought a paving
bond in city or the county where
they IhTe, f you are going to go after
those bond purchasers, why leave out
these other people?

I have heard peopje stand here and
defame these rich oil peo1e. Why
leave them out? Why go after some-
body who bought a bond in his home-
town to help by a fire truck?

It defies miagination, Mr. President.
If one wants to do justice and equity,
why singie these people out for special
taxes when you are not going to do it
to the rest of, them? To be just and to
be fair, perhaps you shouid include all
the tax preferences. In fact, they
should go in ahead of everything else,
because when Congress legis1atd and
looked at this, it thought that if you
want to ha'e tax reform, these are the
areas you ought to go after first.

So, Mr. President; I hope that the
Congress does not get into this mare's
nest. It serves no purpose. All it is
going to do Is wake up some Governors
and wake up some mayors, most of
whom are not yet aware of what is
happening here. You wake up Gover-
nors, wake up mayors, wake up county
commissioners who will say: "My goad-
ness, what in the devil are those
people doing in Washington? Go talk
to those people."

Mr. D'AMATO. I wonder if the Sen-
at6r would yield?

Mr. LONG. I yield to the Senator.
Mr. D'AMATO. In the past Con-

gress, we allowed fire districts that did
not have the ability to sell municipal
bonds to come in. Was that not just
this past Congress that we did that,
that volunteer fire districts, for the
first time, could sell bonds? It had a
mimiclpal purpose.

What is the difference between the
status of those who now have munici-
pa] treatment, tax-exempt treatment,
and their prior status, under which
they could not sell tax-exempt bonds?
It is as much a 5 points. And who
saved the 5 points?

As a result of our action, people who
bought those municipal bonds received
5 percent less because they were mu-
nicipal, and therefore they were tax'
free. That meant the municipality, the
local taxpayers, paid 5 percent less. It
meant that it cost the homeowners,
the working people, the taxpayers in
the villages and towns and in the fire
districts, that much less.

When we talk about the difference
between a tax-exempt bond and one
that is not tax-exetnpt, we are talking
about driving up the cost o.I ocai gov-
ernment billions of dollars

II'TRODUCTION

Mr. DOLE. Mr. President, I rise to
express my support for the committee
bill, which incorporates a very helpful
amendment regarding tax-exempt
bonds, offered in committee by Sena-
tor CH. The arnedinent offered
by Senator LONG would strike that
very important provision added in
committee. The committee rule does
not tax tax-exempt income, but only
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looks at tax-exempt income in deter•
mining whether half of social security
benefits will be subject to taxalion.

PROVIDING BROKERS A !*W MARKET

Mr. President, the distinguished
senior Senator from Louisiana has
spoken quite eloquently in favor of his
amendment to disregard tax-exempt
income for this purpose. And when
Senator LONG talks, people listen.
That does not concern me, since the
Senator always enlightens us when he
speaks on matters of tax policy. What
concerns me is that when E. F. Hutton
talks, people also listen. And E. F.
HuUon, Merrill Lynch, Bache-Pruden-
tial, arid Sears. Roebuck, for that
matLer, will have quite an attractive
new market to exploit if the Long
amendment is adopted. It will be quite
simple really. They can advertLc:

You don't have to pay the new tax on half
of your social security benefith if you don't
want to. The tax is not really manthtory,
it's voluntary. All you have to do is shift a
portion of your inveStments into tax-exempt
bonds. Well show you how easy it can be.

Mr. President, that will not be mis-
leading advertising, because the pend-
ing amendment will make It possible
for some taxpayers to "zero-out" the
tax on social security benefits imposed
by 5. 1. So if your broker tells you "it
is not a new tax," he wilt be right, be-
cause he can help you escape it com-
pletely.

When some taxpayers are smart and
quick enough to take advantage of the
opportunity to avoid the tax effect of
the bill we have spent so much time
and effort putting together, they may
or may not say, 'thank you. Paine
Webber." But they certainly should
say, 'thank you U.S. Congress" since
we will have made it all possible. if we
approve the pending amendment. Let
me illustrate with some examples.

}IOW To AVOXD 1'AATION OF BENEFITS

Let us assume an individual taxpay-
er over age 65, with $8,000 of social se-
curity benefits and $30,000 of taxable
interest income from medium term,
10-percent corporate bonds. Under
current law, he is in the 34-percent tax
bracket, and has no incentive to invest
in equivalent tax exempt bonds, yield-
ing only 7 percent, since his tax sav-
ings are slightly outweighed by the re-
duced mteret yield—his exact neL loss
would be $226.

By the way, that interest rate spread
is totally realistic for medium-term
bonds, such as 10-year bo2,ds. Indeed,
the tntrest rate spread between tax-
able and nontaxable bonds could be
even narrower for long-term bonds.
The Joint Committee on Taxation dis-
cus2ed this issue in the general expla-
nation of last year's tax bill, and I
would ask unanimous consent o In-
chide that discussion In the REcoRD
following my statement.

For the hypothetical taxpayer we
are discussing, the law we are debating
this week, and the amendment we are
debt1ng today will have a real impact.
Becauc this taxpayer Is over the
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$25,000 threshold, he must inchde
half of his benefits in income. As a
result, S. 1 wIll Increase his tax liabili-
ty by $1,328. But if the pending
amendment is adopted, he can avoid
including any of his social security
benefits in income, by shifting one-
third of his investments Iron, top-
rated, taxable, 10-percent corporate
bonds, into top-rated, tax-exempt, RTJ-
nicipal bonds yielding 7 percent. If he
does that, his cash interest income will
be $27.000, clearly over the threshold.
But his adjusted gross income will be
only $20,000, clearly under the thresh-
old. Thus, his benefits will escape tax-
ation completely.

Moreover, his income tax liability on
his interest income will drop, by an
amount just about equal to his re-
duced yield from shifting to tax-
exempt bonds. In fact, he will be short
about $226, before taking Into account
the fact that he has excluded all of his
social security benefits from taxation.
That is where the real benefit Is, Mr.
President, At a cost of $226, he will
have saved $1,328 in taxes on hail of
his benefits. That, Mr. President,
alters the investment picture consider-
ably.

A NW INVENTIVE TO INVEST TN TAI-EXEMTT
SOlIDS

Today, he would lose $226 by making
this investment In municipal bonds.
With the adoption of the Long amend-
ment and S. 1, he will gain $1,102 by
making the investment. That $1,328
difference, Mr. President, is the tax on
half of his social security benefits we
are supposedly in the process of enact-
ing. But for our hypothetical taxpay-
er, that tax is only a voluntary tax,
not a mandatory tax. People will cer-
tainly listen when E. F. Hutton tells
them about this investment Opportuni-
ty. How can you beat it?

We may not be able to beat It, but
we can prevent it, by voting against
the pending amendment.

S I MUST SE FAIN TO ALL TAXPAYERS

Mr. President, I believe there is a
compelling case for rejecting the Long
amendment. If the tax revision we are
in the process of enacting is to be fair,
it must be a mandatory tax for all sim-
ilarly situated taxpayers. It cannot be
mandatory for those with illiquid in-
vestments, or taxable pension or trust
income, and a voluntary tax for those
with the ability and inclination to con-
vert a small portion of their current
taxable income into tax-exempt
income, solely to stay below the
threshold and escape the taxation of
benefits.

I would like to make several added
points to clarify what we are doing,
and not doing, if we reject the Long
amendment in favor o the committee
bill.

S. 1 DOES OT T.X TAX-IEMPT BONDS
First, we are in no way taxing tax-

exempt income. We are only taxing
half of social security beneiits regard-
less of how much tax-exempt income
the taxpayer may have. A taxpayer
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with $1 million of tax-exempt interest
income and an $8000 social security
benefit will pay only on one-half of his
benefits, no more and no less.

We are not, In any way, encroaching
upon the tax-exempt status of State
and municipa'1 bond interest, simply by
making reference to that interest for
purposes of this act.

As we know, State and municipal
bonds are not sacrosanct, or totally
immune from Federal taxation, only
the interest on the bonds is exempt
from income taxation. Let mc give an
example of another area in the tax
law where the bonds get no special
treatment. The fair market value of
municipal bonds Is includible in a tax-
payer's estate for Federal estate tax
purposes arid this is well established.
In my view, the mere reference in S. 1
to tax-exempt income, only for pur-
poses of determining whether another
source of income should be taxed, Is
plainly not an encroachment on any
legitimate historical, or constitutional
concern bond issuers may have.

8. 1 R'LRCT'S A cOMPROMISE RULE ON TAX-

Finally, I should point out that we
are not depriving the bond issuers,
bond markets, or Investment houses of
a new source of customers for tax-.
exempt bonds. Many of the advocates
of the Long amendment will concede
that the committee bill does not take
away any incentive that exists under
current law. They will admit that the
purpose of the committee rule is
simply to be neutral, that is, to avoid
creating an incentive to purchase tax-
exempt bonds that does not exist
today.

But the fact is, I must admit that
the committee rule is imperfect, and
actually results In the creation of a
slight incentive to purchase tax-
exempt bonds not present wider cur-
rent law.

The reason for this is that the com-
mittee rule, for reasons of administra-
tive convenience, only takes into ac-
count the stated yield of tax-exempt
obligations, and not their taxable
equivalent yield.

For our hypothetical taxpayer in the
30-percent tax bracket, $7,000 of tax-
exempt Interest is equivalent to
$10,000 of taxable interest, after taxes.
To preserve absolute neutrality with
respect to current law, we would need
t. take into account the taxable equiv-
alent yield of $10,000, rather than
$7,000. In calculating whether hail of
that taxpayer's social security benefits
will be taxable. Because the committee
rule looks only at the stated yield of
$7,000, and not the taxable equivalent
yield of $10,000, there will still he a
new incentive for some social scrurit.y
recipients to invest in tax-exempt
bonds. lii the example I gave previous-
ly, this incentive is the difference be-
tween a investor losing $22 each ear
from an investment in the tax-exempt
bonds under current law, and the same
investor gaining $328 by the invest-
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ment, after passage of S. 1, with the
committee's rule on tax-exempt bonds.

Mr. President, In short, there Is no
justification for the pending amend-
ment which would only contribute to
the ability of some taxpayers to com-
pletely escape the tax consequences of
this act. I urge that the amendment
not be adopted.

Mr. LONG. Mr. President, I would
like to vote right now.

Mr. DOLE. Maybe somebody on the
other side would like to talL

Mr. HEINZ. Mr. President, if the
Senator will yield, I want to make two
observations,

First, it seems totally self-evident to
this Senator that If we do not retain
the Chafee amendment, we are going
to give people an absolutely irresistible
incentive to shift all their investments
Into tax-exempt bonds and absolutely
escape any taxation of that half of the
social security benefit we have now de-
cided to tax. That seems self-evident
to me.

I have listened to a good deal of dis-
cussion about how unfair the Chafee
amendment is. I just do not under-
stand how anyone can say that letting
everybody escape taxation Is fair. It
seems to me that it would be an enor-
mous windfalL

The second point I should like to
make is that if we do not adopt the
amendment of the Senator from Lou-
isiana, the fact Is, if anybody at this
point is interested In facts—It has been
a long bill, and I hope people are still
Interested in facts—that the Chafee
amendment as it Is In this bill will stifi
provide a substantial tax incentive for
social security recipients to invest in
tax-exempt bonds.

There is going to be an Incentive.
Why is that? It is because the commit-
tee bill contains the compromise rule
adopted for reasons of administrative
convenie-nce-.-namely, that the rule In-
cludes only the stated yield, the tax-
exempt investments, and not the tax
equivalent yield.

That Is to say, for the typical tax-
payer in the 30-percent bracket, the 7-
percent Interest tax free they get on a
municipal bond is the equivalent of 10
percent on a nontaxable bond. In
other words, In the ease of a $100,000
denomination Investment, they are
getting $7,000 of tax-exempt Interest
or $10,000 equivalent in taxable inter-
est. That is because the committee
rule includes only the $7,000. There-
fore, there is a substantial tax Incen-
tive.

Under Senator CITAPEE'S amendment
in this bill, the taxpayer with $30,000
of taxable interest income and $8,000
of social security benefits will have
$31,207 after enactment of S. 1, By
shifting one-third o this investment
from 10-percent taxable bonds to
equivalent tax-exempt bonds yielding
7 percent, the taxpayer's income
would be $31,535. So the result would
be an incentive to shift the tax-
exempt worth $328 each year.
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Mr. HEINZ. Mr. President, in con-

trast, under current law, the same tax-
payer suifers a $226 loss by making
the same investment shift into tax
exempts.

Mr. President, the hour grows late. I
shall not belabor the Senate any
longer with facts. I trust that they
speak for themselves.

Mr. MOYNIHAN. Mr. Presidents I
will not delay the debate. I ask unani-
mous consent to have printed In the
REco a memorandum of law which
argues the constitutionality of the
Chafee amendment.

There being no objection, the mate-
rial was ordered to be prmted in the
REcoIu, as follows:
T CoNsTxtvTxoNzm o INCLUDING TAX

XNcor. IN ms Socij. SECURITY
BASE

This memorandum deals with the consti-
tutionaJity of certain provisions of Section
131 of the Social Security Amendments of
1983 whIch seek to include Interest on tax
exempt obligations In the base for determln.
tng the amount of an Individual's social se-
curity benefits that will be taxed. It con-
cludes that Congress has the constitutional
authority to modify or remove the exemp-
tion from federal income tax of Interest on
state and local obligations currently con-
tamed in Section 103(a) of the Code. This
conclusion is supported by the clear lan-
guage of the 16th Amendment, by the fact
that such a tax would be nondiscriminatory
levy on taxpayers other than state and local
governments, by the fact that the individual
Income tax is a tax upon a taxpaying person
rather than upon a particular source of
Income and by a long line of Supreme Court
opinions, culmlnntlng in Alabama v. King
and Boozer.' A fortiorl, Congress has the
authority to include tax exempt income in
the social security base solely for purposes
of determining the amount of a taxpayer's
other taxable income that is subject to tax.

BACKGROUND

The exemption for Federal Income tax
purposes of interest on State and local obli-
gations has a legal, political and economic
history which so far has resulted in legisla-
tive continuance of an exemption first en-
acted in 1913. Constitutional doubts as to
Congress ability to Impose an income tax on
the interest of state and local bonds were
originally strong, resulting in the 1913 legis-
lation; but these doubts have effectively dis.
appeared in the intervening years.

In FoUoclc v. Farmers Loan and Trust
Company2 the Supreme Court held in 1895
that such a tax wa unconstitutional be-
cause the Imposition of a tax on bonds con-
stituted an encroachment on one of the sov-
ereign powers of the state in violation of the
principle set forth in McCuiloch v. Mary-
land. Under this principle, it was held that
to preserve the framework of the Federal
system, both the Federal and State and
local governments must have a reciprocal
bumunity from taxation.

Adoption of the XVIth Amendment In
1913, whIch empowered the Federal Govern-
ment to levy taxes on income 'from what-
ever source derived," would seem to have
neutralized the effect of FollocI were It not
for a series of exchanges between New York
State officials and Members of Congress
which became part of the often cited histo.
ry of the Amendment. In response to fears

'311 U.S. 1(1941).
2 157 U.S. 429 (1895).

4 Wheaton 316 (1819).
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expressed by Governor Charles Evais
Hughes of New York and other., Senators
Eliiiu Root (NY) and William Borah (idaho)
stated that the scope of the XVIth Amend-
ment was not intended to destroy the recip-
rocal Immunity principle.4

Nonetheless, the fear that income derived
from bonds Issued by the State or municipal
governments might be subJect to Federal
taxation Influenced the passage of the first
statutory immunity provision a1s in 1913;
now IRC Section 103(a), ft provides that
"gross income does not include Interest on
(1) the obligations of a State, , or any po-
litical subdivision.." The efforts of
states and local governments to maintain
this exemption and its concomitant econom-
ic advantages have since been unflagging,
resisting continued efforts to modify or
remove the exemption by various Adininis-
trations and Menibers of Congress.

By 1939, the Supreme Court's approach to
inter-governmental tax immunities had
shifted to raise a significant doubt a to the
continued validity of are fundamenta' prem-
ise of PotlocIc, that is, that an income tax is
a tax on the source of the income. In effect,
this premise was rejected. In Hevering V.
Gerhard4 the Supreme court n 1938 held
that the salary paid to an emp'oyee of a
state agency was subject to Federal income
tax.6 A year later, in Graves v. N.Y. ex reL
O'Keefe, the Court stated that the principle
enunciated in Follock that "a tax on income
is legally or economically a tax on £ts source,
is no longer tenable." In reaching this deci-
sion, the Court held that the bnmunity of
the source does not carry over to the
income.' These landmark decisions had
been preceded by other Supreme Court
cases which held to the same effects

At the same time, the Court's once broad
view of inter-governmental iinmuniUes was
greatly narrowed. In the Gerluzrdt case, the
Court stated that the Implied immunity of
local government from taxation should be
narrowly restricted when invoked by a pri-
vate citizen since "it tends to operate for his
benefit at the expense of the taxing govern-
ment and without corresponding benefit to
the government in whose name the Inununi-
ty is claimed." °

Even under the Gerhardt analysis, it
might be argued that a Federal Income tax
on the interest of a State or local obligation
constitutes a real burden on the borrowing
power of local government. This argument
is believed to be without merit, given the
Court's holdhig and rationale in Alabama v.
King and Boozer.'° Here, the Court held
valid a state sales tax that was levied upon
the sales of materials to a contractor who
had purchased such materials while under
contract to the Federal government. The
Court ruled that the extra burden of a non•
discriminatory state tax upon the cost of
construction work for the Federal govern-
ment was but a "normal incident" of "doing
business within the same territory of two m-
dependent taxing sovereignt!es. . . .' Fur-
ther, the "asserted right of the one to be
free of taxation by the other does not spell
out immunity from paying the added costs
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attributable to the taxation of those
who have been granted no tax immunity."

This rationale would clearly seem to appi3'
to those provisions of Section 13i of the
Social Security Aniendrnents which would
include tax-exempt Interest on state ai.
local bonds in the base for determining the
amount of taxable Individual social security
benefits, since the burden Imposed Is ron-
discriminatory, is placed on prhrate citzes
and is "but a normal Incident" o the Feder-
al system. Arguments to the contrari,
which sometimes appear even today, are
based on the original holding in Polloc'k ad
fall to consider later interpretations and
modifications made by the Supreme Court
with respect to that decision.

Mr. DOLE. Mr. President, it remind
those who may be listening that the
vote in the committee was 12 in favor
of the Chafee amendment. 4 agafnst,
and 1 voting "present.'

We are not in any way encroaching
upon the status of State and munici-
pal bond interest.

The Senator from Kansas has no
strong feeling about this matter, but
what concerns me is this: Are we going
to create an Incentive? It seems to me
that we are. If people can find a way
to avoid tax on social security pay-
ments, I assume it will be perfectly le-
gitimate to do that. it hope we will vote
on the amendment, and whatever hap
pens will happen.

Mr. LONG. Mr. President, two Sena-
tors have made reference to the fact
that there might be an incentive to
buy tax-exempt bonds. Keep in mind
that when one buys one of these State
or municipal bonds, he is losing about
30 percent of his interest income. He
could have made an Investment in
something equally safe and even more
marketable and received 30 percent
more Interest income. So it Is like a 30-
percent tax for the benefit of the
State government when someone buys
one of these State or city bonds.

When one provides a tax on half of
the social security benefits, and as-
sumes that these people we are taiking
about are in a 32-percent tax bracket,
you would tax 50 cents of each dollar
of social security benefits at a 32-per-
cent rate. That would be like taxing
the original dollar of social security
benefits at 16 percent.

That provides no Incentive for some-
one to buy a State or municipal bond.
To the contrary, it provides an incen-
tive to get rid of them. So if these
middle-income people have a State or
municipal bond, the Incentive here is
to get rid of it.

I ask for the yeas and nays, Mr.
President.

THE PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
THE PRESIDING OFFICER. The

question is on agreeing to the amend-
ment. On this question the yeas and
nays have been ordered, and the clerk
will call the roll.

"Idat

445 Cong. Rec. 1698 (1910); and 45 Cong. Rec.
2539 (1910).

5Such efforts Include 1egI1atfve proposa sub-
mitted by President Roosevelt n 1938, by President
Tuxnan In 1951 and proposed provisions n the Tax
Reform Act of 1969.

0 Heiverng V. Gerhardt 304 U.S. 404, 420 (1927).
'(Blank.)
8See N. Y cx reL Cohn v. Gnzves, 300 U.S. 308

(937); Uiited Stat.es Glue Co. v. Creek. 247 U.S. 321
(1918) and Peck and Co. v. Lowe, 247 U.S. 165
(1918).

Heiverng v. Gerhardt at 420; ee a'so Graves v.
N.Y. ex rel O'Kee.fe, 306 U.S. 480 (1939).

311 U.S. 1(1941).
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The assistant legislative clerk called
the roll.

Mr. STEVENS. I announce that the
Senator from Arizona (Mr. GOLD-
wATER) and the Senator from Mary-
land (Mr. MArInAS) are necessarily
absent.

Mr. CRANSTON. I announce that
the Senator from South Carolina (Mr.
H0LLINGs) and the Senator from Mas-
sachusetts (Mr. KENNEDY) are neces-
sarily absent.

The PRESIDING OFFICER (Mr.
Cocmt&x). Are there any other Sena-
tors wishing to be recorded on this
vote?

The result was announced—yeas 44,

nays 52, as follows:
IRoilcali Vote No.50 beg.)

YEAS—44
Arnissrong Ford Pressler
Baucus Glenn Proxmlre
Bentsefl Hawkins Pryor
Bingaman Hethn Randolph
Bosehwitz Helms Riegle
Bumpers Ruddleston Sarbanes
Burdick Inouye Sasser
Byrd Johnston Specter
Cochran Keaton Stennis
Cranston Leahy Stevens
DAinatO Long Synuns
Deconcini Matsunaga Tnurmond
Dixon Meicher Trible
Dodd Moynihan Zorinaky
East Murkoweki

NAYS—&2
Abdnor Grassley Nicklea
Andrews Hart Nunn
Baker Hatch Packwood
Biden Hatfield Fell
Boren Eecht Percy
Bradley Heinz Quayts
Chalee Humphrey Roth
Chiles Jackson Rudinan
Cohen Jepsen Sunpson
Danfoflh Kassebaum Stafford
Denton Lautenberg Tower
Dole Loxalt Tsongas
Domenici Levin wallop
Durenberger Luger Warner
Eagleton Mattlngly Wcicker
Exon McClure Wilson
Garn. Metzenbauzn
Carton Mitchell

NOT VOTING—4
Kennedy
Mathias

Goldwater
Boflings

So Mr. LONG'S amendment (UP No.
133) was rejected.
Mr. DOLE. Mr. President, I move to

reconsider the vote by which the
amendment was rejected.

Mr. CHAFEE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. QUAYLE. Mr. President, parlia-
mentary Inquiry.

The PRESIDING OFFICER. The
Senator will state his parliamentary
inquiry.

Mr. QUAYLE, What is the pending
business before the Senate?

The PRESIDING OFFICER. The
pending question Is the Quayle un
printed amendment numbered ill.

Mr. QUAYLE. Mr. President, may
we have order?

The PRESIDING OFFICER, The
Senate will please be in order.

Mr. QUAYLE. Mr. President, I yield
to the Senator from Kansas.

Mr. DOLE. Mr. President, before we
Consider the pending amendment, I

wonder if I might yield to the distin-
guished Senator from Montana for 3
minutes. I ask the Senator if that is
enough time?

Mr. MELCHER. That Is enough
time.
The PRESIDING OFFICER. The

Senator from Montana.
Mr. MELCHER. Mr. President, let

me at the outset state my respect and
my commendation to the President's
Social Security Commission and to the
Senate and House committees for
their diligence In producing this pack-
age to protect the solvency of the
social securitr system.

No set of provisions on this matter Is
entirely satisfactory and further there
are no guarantees that these provi-
sions are entirely adequate.

There will be many risks and uncer-
tainties as to the projected revenue
gains or losses from the social security
trust funds.

A major risk does Involve the tax In-
crease drain from the economy, at
least during fIscal years 1984 and 1985,
as we hope for economic recovery. Tax
increases during a recession are not
the ordinary remedy recommended by
economic doctors.

The tax Increases for social security
payments from employees Is provided
in the bill with an offsetting tax
credit. I hope It works as planned by
themanagers of the bill.

If the employees' tax increase Is
completely offset, that is not the case
for millions of taxpayers. In particu-
lar, the Increase In social security
taxes for the self-employed and em-
ployers is a risk to the economy with
this added tax burden which may fur-
ther aggravate their losses and con-
tribute to either their ability to retain
employees, or to hire back those em-
playees previously Jet go or who have
perviously been put on a reduced time
basis. This. includes agricultural pro-
ducers. who are both self-employed
taxpayers and employers who pay the
required tax on their employees.

The same added tax burden affects
the business that might be starting up
or contemplating expansion.

Providing jobs is the cornerstone in
rebuilding the economy. These added
taxes wifi not help.

Because the next 2 years are critical
for economic recovery, I refer to these
added social titxes for the fiscal years
of 1984 and 1885:

For the sell-employed, the added tax
nets out to approximately $0.5 billion
for fIscal 1884, and about $2 billion for
fiscal 1985.

For employers, the increase is $25
billion for fiscal 1984, and $3 billion
for fIscal 1985.

If the economy were healthy, there
would be an impact that would ad-
versely affect the economy.

With a sick economy struggling to
recover, there could be sufficient
impact to retard or further deepen the
recession.

This risk must be weighed as to its
harmful effect. This bill would be
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sounder without these provisions and I
object t. them.

The PRESIDING OFFICER. The
Senator from Indiana.

Mr. BAKER. Mr. President, will the
Senator from Indiana yield to me?

Mr. QUATLE. I yield to the major-
ity leader.

TIME LIMITATION AGREEMENT ON REMAINING
AMENDMENTS

Mr. BAKER. Mr. President, if I
could have the attention of the Senate

for a moment and that of the minority
leader who is in earshot, I think we
need to face up to how much more
work we have to do and to examine
the possibility of getting a time agree-
ment on remaining amendments and
perhaps a limitation on remaining
amendments and even a time for final
passage.

Mr. President, I may have stated an
overly ambitious objective, but I have
a unanimous-consent request drawn
that I would like to state now.

Mr. President, I ask unanimous con-
sent that only the following amend-
ments will be in order to the social se-
curity bill from this point forward:

Two Quayle amendments, one deal-
ing with unemployment vouchers and
the other dealing with unemployment
training; two Pressler amendments
dealing with tax breaks for the blind;
an Armstrong amendment dealing
with prospective coverage of nonprofit
organizations; and a Dole-Heinz-Spec-
ter-Durenberger amendment dealing
with health care.

I further ask unanimous consent,
Mr. President, that no other amend-
ments be in order and that there be a
time limitation of 20 mInutes, equally
divided, on the aforementioned
amendments and that the control of
the time be in the usual form,

Mr. President, I further ask unani-
mous consent that one second-degree
amendment qualify, and that would be
a Riegle second-degree amendment to
be offered to the Dole-Heinz amend-
ment, if the Dole-Heinz amendment is
offered, and that there be 10 minutes,
equally divided, on that second-degree
amendment.

I further ask unanimous consent
that. a vote occur on. the committee
substitute, as amended, at no later
than 7:30 p.m.this evening.

Finally, I ask unanimous consent
that paragraph 4 of rule XII be
waived.

The PRESIDING OFFICER. Is.
there objection?
Mr. HEINZ. Mr. President, reserving

the right to object.
The PRESIDING OFFICER. The

Senator from Pennsylvania reserves
the right to object,

Mr. HEINZ. Mr. President, I would
ask the Senator from Tennessee if he
would yield to discuss the unanimous-
consent request. I do understand the
Senator from Kansas hs an amend-
ment, of which I would be listed as a
cosponsor. However, I think Senator
SPECTER may have an amendment on
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the same subject and I may want to
preserve my right to offer an amend-
ment on the same subject. So we could
have three amendments on the same
subject. I would have to, unless the
Senator changes the unanimous-con-
sent request, interpose an objection.

Mr. BAKER. Mr. President, could I
inquire of the Senator how short he
would be willing to agree that we
might entertain debate on any such
amendment?

Mr. HEINZ. Twenty minutes, equal-
ly divided, would be ample.

Mr. BAKER, Mr. President, I add to
the request a second Heinz amend-
ment dealing with health care and an
amendment by the junior Senator
from Pennsylvania dealing with
health care, each with 20 minutes,
equally divided.

Mr. LONG. Mr. President, reserving
the right to object—

The PRESIDING OFFICER. The
Senator from Louisiana reserves the
right to object.

Mr. LONG. Mr. President, I should
think that on some of these items we
could agree to a time limit. There are
others that we just are not familiar
with, I gain the Impression that at
least one of these amendments in-
volves a large amount of money and is
not a simple matter.

Under the circumstances, Mr. Presi-
dent, not being familiar with what I
am being asked to agree to, I would
have to object. But I say to the major.
ity leader that my impression is that If
he starts out his request right off the
top, with a number of matters we
could agree to a time limit very easily.
When we know more about what else
he has in mind, we might be able to go
along with that. But, at the moment, I
simply could not agree to a 20-minute
time limitation on something that I
believe might be a very significant
amendment involving a very large
amount of money.

Mr. BAKER. Mr. President, I under-
stand the concern expressed by the
Senator from Louisiana and I, indeed,
share the view with him that it would
be a large amount of money and a dif-
ficult matter to deal with. I hope that
something might be worked out so
that we could get a time limitation on
a Dole-Heinz-Specter amendment, or
some combination thereof.

Perhaps I should revise my unani-
mous-consent request to provide a
time limitation on the first five
amendments to be dealt with—that is,
the two Quayle amendments, the two
Pressler amendments, and the Arm-
strong amendment—of 10 minutes,
equally divided, with no amendments
to the amendments being in order, and
then we will reserve the balance of the
request to negotiate a little further.

Mr. LONG. Mr. President, I do not
know whether the sponsors of the
health care amendment, for example,
want to go along with it, but the
thought occurs to this Senator that we
could set aside a certain amount of
time for the amendment and a time

certain to vote, and if we get to that
certain time and we have not voted on
the amendment, it would just have to
go by the board. That would be all
right with the Senator from Louisiana.
Unless we have some kind of arrange-
ments to protect eople—we do not
know what Is in the amendment-we
would simply not be in a position to
gtve consent at this point

Mr. BAKER. Mr. President, I do un-
derstand that.

Mr. FORD. Mr. President, reserving
the right to object, I would like to ask
the majority leader, can there be no
other amendments and then we could
move on from there?

Mr. BAKER. I tried that but it did
not work. I not only admire and agree
with the Senator ' from Kentucky,
but—

Mr. FORD. I like the admiration
part,

Mr. LEVIN. Will the Senator yield?
Mr. BAKER. Yes.
Mr. LEVIN. Will the Senator add my

other amendment which would require
no more than 10 minutes? I believe
Senator DOLE has the language.

Mr. BAKER. A new request. I ask
unanimous consent that on two
amendments to be offered by Mr.
QUAYLE, one dealing with unemploy-
ment vouchers and the other dealing
with unemployment training, there be
a time limitation of 20 mInutes equally
divided, with no amendments to be in
order; further, that on two Pressler
amendments there be a time limita-
tion of 20 mInutes equally divided,
with no amendments in the second
degree being in order, and finally on
the Armstrong prospective coverage of
nonprofit organizations amendment
there be 20 mInutes equally divided,
with no amendments to be in order.

The PRESIDING OFFICER. Is
there objection?

Mr. LONG. Will the Senator state
that request again?

Mr. BAKER. Yes. It is for a time
limitation for two Quayle amend-
ments, two Pressler amendments, one
Armstrong amendment, and the Levin
amendment with 10 mInutes equally
divided. I have not reiterated the re-
quest that no other amendments be in
order, only that no amendments to
these amendments be in order, and I
have not included the time for final
passage. I would like to do that as soon
as I can.

Mr. LONG. So the Senator is asking
for a time agreement on four amend-
ments?

Mr. BAKER. No. There will be six
amendments.

Mr. LONG. Two Quayle amend-
ments and—is it one or two Pressler
amendments?

Mr. DOLE. I think it is only one
Mr. LONG. And an Armstrong

amendment and a Levin amendment.
Mr. BAKER. Yes.
Mr. President, I put that request.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
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Mr. BAKER. Mr. President, even
though those are short time limita
tjons, let me urge Senators to proceed
as fast as possible. This probably des
not appeal to anybody else but me, but
I have already told the Speaker that
we are going to hand him a bill at 4:3t1,
at 5:30, and at 6:30. I am afraid to cali
him back again. We need to get this
thing done because the House indeed
does want to appoint conferees tonight
and go to conference. It is important
to do that if we want to get out of
here tomorrow. We dare not go over.
urge Senators to handle these maties
as quickly as they can.

Mr. President, I yield the floor.
AMENDMExT NO. 534

ArL'NDMENT NO. IL IL

Mr. QUAYLE. Mr. Presdent, this
amendment is cosponsored by the Sen-
ator from New Mexico (Mr. Doavm-
ici). Both the chairman and the rank-
ing member are fully acquainted with
this amendment. I do not intend to re-
iterate the merits unless there is going
to be an objection to the amendment.
If there will be discussion, I will rebut
the statements that will be made by
either the chairman or the ranking
minority manager.

In regard to the time, I will reserve
the remainder of my time.

The PRESIDING OFFICER, Who
yields time?

Mr. DOLE. Mr. President, this is the
amendment of last night with the
modification that the Senator from.
Kansas thought was acceptable. At
that time, the distinguished Senator
from Louisiana was not on the floor
and we withheld any action on the
amendment until the Senator from
Louisiana had a chance to look at it,

I think it has been tightened up
somewhat to address questions which
had been raised. It seems to me it has
been sufficiently modified and that it
should be acceptable.

The PRESIDING OFFICER. Who
yields time?

Mr. LONG. Mr. President, I have
doubts about the matter, but if the
distinguished manager of the bill is in-
clined to go along with it, I will not
oppose the amendment.

Mr. DOLE. Mr. President, I would
say very honestly to the Senator from
Louisiana, I do have some doubts
about it. It has been modified to at
least address some of those doubts. I
am not certain what the attitute of
the House conferees is going to be, but
I think it is worth consideration.

If we can do it on that basis, I would
be willing to accept the amendment.

Mr. QUAYLE. I am glad for the ac-
ceptance. I just want to tell the distin-
guished manager that we have worked
very hard with the Department of
Labor and others who objected to the
original amendment. It has been modi-
fied. I hope that in conversations with
the House of Representatives the
chairman will be successful. I will
leave that entirely up to the chairman.
I have no problems with that. I just do
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not want him to say he will accept it
and then forget about It,

Mr. DOLE. I will not do that.
Mr. QUAYLE. We have worked very

hard to try to poll those people inter-
ested in this issue, and I believe we
have a fairly unanimous consensus on
this amendment, accommodating all
during the time that we have worked
on it.

If the chairman is willing to accept
it, I am willing to yield back the re.
mainder of my time.

Mr. DOLE. Mr. President, I want to
be certain we do not get ourselves into
a new program. I am sure the House
conferees will scrutinize it very, very
carefully, and I would suggest that we
take the amendment and see what
happens.

Mr. QUAYLE This is not a really
new program. The next amendment
will be a new program and is a little
more complicated.

With that understanding, Mr. Presi-
dent, I am willing to yield back the re-
mainder of my time.

Mr. DOLE. I yield back the remain-
der of our time.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (amendment No.
534) was agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. QUAYLE. Mr. President, I move
to lay that motion on the table.

The motion to lay on the table was
agreed to.

UP AMENDMENT NO. 134

(Purpose: To provide for reemployment
vouchers)

Mr. QUAYLE. Mr. President, I send
an amendment to the desk and ask for
Its Immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The bifi clerk read as follows:
The Senator from Indiana (Mr. QUAYI.E)

proposes an unprinted amendment num-
bered 134.

Mr. QUAYLE. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With.
cut objection, it is so ordered.

The amendment is as follows:
On page 234, after line 23, insert the fol-

towing new sections: —

REEMPLOYMENT vOUcHERs
SEc. 404. The Federal Supplemental Com-

pensation Act of 1982 is amended by adding
at the end thereof the following new sec-
tion:

"REEMPLOYMENT OUCHER5
"Szc. 607. (a)(1) Any recipient may, not

later than one month after the recipient Is
eligible to receive Federal supplemental
compensation, elect to receive a voucher in
accordance with the provisions of this sec-
tion. Each recipient may receive counseling
with respect to the reemployment voucher
authorized by this section from the appro-
priate United States employment service
office.

"(2) The amount of the voucher under
this section shall be equal to 75 per centum

CONGRESSIONAL RECORD — SENATE
of the maximum potential benefit of the re-
cipient (less any Federal supplemental com-
pensation that the recipient has received
prior to his election to receive a reemploy-
ment voucher under this section).

"(3) The appropriate State agency shall
Issue a voucher authorized by this section to
any recipient making an election under
paragraph (1) of this subsection.

"(b) The State agency shall, subject to
subsection (c), pay to each employer making
a certification under subsection (d) the
amount of the voucher Issued under this
section to each employee of that eniployer
in accordance with the payment schedule
contained in subsection (e).

"(c) No payment on account of a voucher
Issued under this section may be paid to any
employer who was an employer of the re-
cipient during the recipient's base period as
defined under the unemployment compen-
sation law of the State.

"(d) No payment on account of a voucher
may be paid to any employer of any employ-
ee having a voucher issued under this sec.
tion unless the employer certifies to the
State agency—.

"(1) that the employment of the employee
issued a voucher under this section—

"(A) will not result In the displacement of
currently employed workers (Including par-
tial displacement such as the reduction In
the hours of nonovertime work or wages or
employment benefits); or

"(B) will not result In hiring such an em-
ployee to fill a job opening created by the
action of the employer In laying off or ter-
minating the employment of any regular
employee;

"(2) the date on which the employment of
such employee began; and

"(3) that the employee has been employed
by the employer for an average of thirty
hours a week for the period for which the
payment is made.

"(e)(l) The State agency shall pay to the
employer of each employee who Is a recipi-
ent having a voucher Issued under this sec-
tion—

"(A) 25 per centurn of the face value of
the voucher within one. month after the
hiring of the recipient by the employer,

"(B) 25 per centum of such face value
three months after the date of the payment
described under paragraph (A);

"(C) 25 per centum of such face value
three months after the second payment de-
scribed in paragraph (B); and

"(D) the remaIning 25 per centum of such
face value three months after the third pay-
ment described in paragraph (a).

"(2) Payments to employers under this
subsection shall be made In a form (as pre-
scribed by the Secretary of the Treasury)
which will be accepted by the Treasury In
payment of any amounts payable by the em-
ployer under Subtitle C of the Internal Re-
vuenue Code but such payments shall not
be valid for any other purposes.

"(f)(l) Any recipient who—
"(A) is unable to use the voucher issued

by the State agency under this section, or
"(B) after the voucher has been issued Is

laid off without cause.
may return the unused voucher to the State
agency in order to qualify for payments
under this subsection.

"(2) Any recipient described in paragraph
(1) shall be eligible to receive the remainder
of his Federal Supplemental compensation
reduced by—

"(A) the amount of payments made to the
employer under subsgctiOn (e) of this sec-
tion; or

"(B) the amount which the recipient
would have received had he been receiving
Federal supplemental compensation for the
period.
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"(g) No employer shall be entitled pay-

ments under a voucher with respect to the
employment of any individual who—

"(I) bears any of the relationships de-
scribed in paragraphs (1) through (8) of sec-
tion 152(a) to the taxpayer or, if the taxpay-
er is a corporation, to an individual who
owns, directly or indirectly, more than 50
percent in value of the outstanding stock of
the corporation (determined with the appli-
cation of section 267(c));

"(Ii) if the taxpayer is an estate or trust, is
a grantor, beneficiary, or fiduciary of the
estate or trust. or is an individual who bears
any of the relationships described in para-
graphs (1) through (8) of section 152(a) to a
grantor, beneficiary, or fiduciary of the
estate or trust, or

"(iii) is a dependent (described in section
152(a)(9)) of the taxpayer, or, if the taxpay-
er is a corporation, of an Individual de-
scribed In clause (I), or, if the taxpayer is an
estate or trust, of a grantor, beneficiary, or
fiduciary of the estate or trust.

°(h) The Secretary shall carry out a pro
gram of public information to encourage
business concerns to participate in the
voucher program authorized by this section.

"(i) For purposes of this section:
"(1) The term 'Federal supplemental com-

pensation' means only compensation paid to
individuals under this Act for weeks begin-
ning after March 31, 1983.

"(2) The term 'maximum potential bene-
fItS means an amount equal to the lesser
of—

"(A) 65 per centum of the total amount of
regular compensation (Including allowances
for dependents) payable to an individual
with respect to the benefit year (as deter-
mined under State law) on the basis of
which the individual must recently received
regular compensation; or

"(B) the applicable limit specified in sec-
tIon 602 (e) (2) (A) (II), multiplies by the
average weekly benefit amount of the indi-
vidual (as determined for the purpose of
section 202 (b) (1) (C) of the Federal-State
Extended Unemployment Compensation
Act of 1970) for his benefit year.

"(3) The term 'recipient' means any indi-
vidual eligible to receive Federal supplemen-
tal compensation.

"(4) The term 'State agency' means the
agency receiving grants under title III of
the Social Security Act.".

AMENDMENTS TO INTERNAL REVENUE CODE

Ssc. 405(a). Sec. 280C of the Internal Rev-
enue Code is amended by adding after sub-
section (C) the following new subsection:

"(d) RuLE roa REEMPLOYMENT VOUCHER.—
No deductions shall be allowed for that por-
tion of the wages or salaries paid or in
curred for the taxable year which is equal
to the amount of payments under a voucher
issues under section 607 of the Federal Sup-
plemental Compensation Act of 1982"

(b) Sec. 44B of the Internal Revenue Code
is amended by adding at the end thereof the
following new subsection

"(d) DENIM. OF TARGETED JOBS CREDIT.—NO
credit shall be allowed under this section
with respect to any wages paid or incurred
by the employer with respect to any eligible
individual for any period for which pay-
ments are made under a voucher Issued
under sec. 607 of the Federal Supplemental
Compensation Act of 1982"

Mr. QUAYLE. Mr. President, this
amendment deals with a reemploy-
ment voucher to allow the recipients.
of Federal supplemental compensation
the option of receiving a reemploy-
ment voucher,
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The way this program would work is

If the recipient decided to receive this
voucher instead of the unemployment
compensation, he would be able to re-
ceive a voucher worth 75 percent of
those extended benefits. The recipi-
ents of these vouchers would then be
able to use these with potential em-
ployers, who would receive the value
of the voucher in quarterly install-
ments once an Individual is hired. Pay-
ments under the voucher can be used
by the employer to satisfy any obliga-
tions to the Treasury under the em-
ployment withholding, FICA or
FUTA.

The voucher idea and the voucher
system have been around a long time.
Nobody really knows how this pro-
gram is going to work. I cannot tell ex-
actly how it IS going to work. The only
thing I can tell my colleagues is that
this extension lasts through Septem-
ber 30 of thIs year. I say let us give it a
chance. It is going to go, and I direct it
to the attention of the Senators who
have a high degree of long-term unem-
ployment, because it is going to go
only to the recipients of FSC compen-
sation. Those people will have the vol-
untary option to turn this into a
voucher. It will, in fact, give a person
who has been searching for a job for
26 weeks or as long as 39 weeks an ad-

ditiona1 attraction for an employer to
hire him.

There is no doubt that this program,
in fact, will be of assistance to the em-
ployee as well as the employer. The
voucher Is, for all practical purposes,
as good as a cash or wage subsidy but
it certainly does leave a clear audit
trail to prevent abuse. The benefits
that the employers gain would begin
within 1 month of the date the indi-
vidual is hired and will be payable to
the employer in quarterly install-
ments. Unlike the tax credit this body
is quite familiar with, it does not re-
quire the employer to make special
claims on his tax form.

There has been a lot of discussion on
vouchers or tax credits, that there is
the possibility of substitution. This
amendment prohibits substitution. It
can be used by nonprofit organiza-
tions, State and local governments, as
well as private businesses. It is a new
approach to promoting jobs for the
long-term unemployed.

The administration, whom we have
worked with on this amendment, is
generally supportive of it. As I said, it
s a new idea. We do not have any
exact criteria for how many people are
going to use the voucher system, how
nany people are going to be hired.
What I am saying is let us give it a
'hance; let us try it.

Let us try to use a little bit of cre-
:ttivity when we are dealing with the
ong-term unemployed. It is optional.
Lf, in fact, they want to use their un-
mp1oyment compensation in the form
f a voucher to get hired, so be it. The
etter off they are going to be, the

)etter off the employer is going to be,
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the better off the country is going to
be.

it is a different twist. It is a new
idea. but I do not think it ought to be
rejected just because it Is a new idea. I
do not think it ought to be rejected
just because we do not have a lot of
data to share. This expires on Septem-
ber 30 of this year. If, in fact, it is ac-
cepted by the Senate and then in the
conference committee, we shall have
more information come September 30.

We shall be having hearings, I know,
in our committee, having hearings In
the Finance Committee about what we
are going to do about the long-term
unemployed. The administration has
some ideas, I have some ideas, other
Senators have some different £deas.
This is Just one idea to deal with a
very narrow Issue, Federal supplemen-
tal compensation, to allow an option
to the beneficiary to turn that unem-
ployment compensation into a vouch-
er.

As I said, Mr. President, we have
worked with Treasury, been in com-
munication with the Department of
Labor and 0MB, and they are support-
ive of this amendment. We had to
modify theoriginal amendment a con-
siderable amount in order to garner
that support. We have put a lot of
time into this. We hope that Members
will give this a chance.

I realize that any time you bring up
a new idea on how we are going to deal•
with something, all of a sudden, there
are a lot of questions. If there are
questions, we shall try to answer
them. We shall answer them the best
we can.

I hope the final conclusion of the
Senate will be the adoption of this
amendment to allow the possibility of
a reemployment voucher on the Feder-
al supplemental compensation.

I reserve the remainder of my time.
The PRESIDING OFFICER. The

Senator from Kansas.
Mr. DOLE. Mr. President, to begin

with, this is an amendment I know the
Senator from Indiana has done a great
deal of work on In committee. We have
had some hearings in our committee.

The amendment establishes an em-
ployment voucher program to be used
by recipients of Federal supplemental
compensation benefits. The proposal is
a modification of the administration's
tax credit plan and aLso a modification
of the Senator's earlier cash voucher
proposal.

The voucher would be optional with
the FSC recipient and would be equal
to 75 percent of the individual's FSC
entitlement. The employer of the FSC
recipient would then apply the vouch-
er to his Federal employment tax obli-
gations—social security payroll tax,
the Federal unemployment tax, or
wage withholding. The vouchers
would be processed by the IRS and
could not be redeemed for cash. The
program would be in place for 10
months—approximately 4 months
beyond the anticipated expiration date
of the FSC program.
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As I understand it, the amendment
Includes protections against the dis-
placement of current workers and re-
quires substantially full-time employ-
ment—at least 30 hours per week.

Mr. President, I do have a few reser-
vations about this proposal. For one
thing, I am concerned that the avail-
ability of the voucher may cause some
businesses to put of f hiring Individuals
until the voucher is available. Firms
may a1s simply fill existing vacanc!es
with these voucher holders and no
new jobs will be created.

So there are some drawbacks. How-
ever, the program is temporary one
and could be viewed as a demonstra-
tion project. I also understand that
the proposal has the basic support of
the interested departments—Labor,
0MB, and Treasury.

Therefore, it begins an experimenta'
program, one the administration has
testified on. The Senator from Kansas
is willing to support the amendment.

I understand the Senator from Lou-
isiana feels constrained to oppose the
amendment. I yield to the Senator
from Louisiana.

Mr. LONG. Mr. President, it seems
to me that this is adding a great deal
of cost to the program. I for one am
not able to support the amendment. I
would be compelled to vote against it.

The PRESIDING OFFICER. Is all
time yielded back? The question is on
agreeing to the amendment.

(Putting the question).
The PRESIDING OFFICER. The

Chair is in doubt.
Mr. QUAYLE. I ask for the yeas and

nays, Mr. President.
The PRESIDING OFFICER. Is

there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment. The yeas and nays have been or-
dered. The clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. BOREN (after having voted in
the affirmative). On this vote I have a
pair with the Senator from Montana
(Mr. MEL.cH). If he were present and
voting, he would vote "nay." I have
voted "aye." I therefore withdraw my
vote.

Mr. STEVENS. I announce that the
Senator from Arizona (Mr. GOLD-
wATER) and the Senator from Mary-
land (Mr. MArinAs) are necessarily
absent.

Mr. BYRD. I announce that the
Senator from California (Mr. CRAN-
sToN), the Senator from South Caroli-
na (Mr. H0LLING5), the Senator from
Montana (Mr. MELCHER), and the Sen-
ator from Mississippi (Mr. SNNxs)
are necessarily absent.

The PRESIDING OFFICER (Mrs.
HAwKINs). Are there any other Sena-
tors in the Chamber who desire to
vote?

The result was announced—yeas 53,
nays 40, as follows:
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YEAS—53
ltbdnor Hatch Pressler
Anilrews Hatfield Qnayle
Armstrong Hawkins Roth
Baker Hecht RudroanBIWlt Heinz Simpson
Clmfee Helms Specter
Cochran Humphrey Stafford
Cohen Jepsen Stevens
.CYl4mato Knasebaum Syznms
Danforth Hasten Thurinond
Denton Laxalt Tower
Dote Luger Trible
Docoenici Mattingly Wallop
Durenberger McClure Warner
Cast Murkowskl Weicker
Darn Nickles Wilson
Gotten Packwood Zorinsky
Ganiley Percy '

NAYS—40
Sauces Ford Metrenbaum
Becitsen Glenn Mitchell
Biden Hart Moynihan
Bingainan Heflin Nunn
Bradley Huddleston Fell
Bumpers Inouye Prosmire
Burdick Jackson Pryor
Byrd Johnstoci Randolph
Chile Kennedy Riegle
DeConcicil Lautenberg Sarbanes
Dixon Leahy Sasser
Dodd Levin Tsongas
Eagleton Long .

Exoci Matsunaga

PRESENT AND GWINO A LIVE PAIR, AS
PREVIOUSLY RECORDED—I

Boren for.

NOT VOTING—6
Hollings Melcher
Mathias Stencils

Cranston
Goldwater

So Mr. QUAYLE'S amendment (UP
No. 134) was agreed to.

Mr. QUAYLE. Madam President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. DOLE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

UP AMENDMENT NO. 135

(Purpose: To provide that the phaseout of
the earnings test with respect to Individ-
uais over age 65 shall also apply to blind
disabled Individuals)
Mr. PRESSLER. Madam President, I

send an amendment to the desk.
The PRESIDING OFFICER. The

amendment will be stated.
The legislative clerk read as follows
The Senator from South Dakota (Mr.

Paxssapa). for himself, Senator RANDOLPH
and Senator DIXON proposes an unprinted
amendment numbered 135.

Mr. PRESSLER. Madam President, I
ask unanimous consent that reding of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, It is so ordered

The amendment is as follows:
At the appropriate place in the bill, Insert

the following new section:
TSEAT3IEN'r OP EA1w.INGS OP DISABLED BLIND

INDIvIDUALS

Ssc. . The second sentence of section 223
(d) (4) of the Social Secucity Act is amended
by Inserting a comma and 'as amended by
the Social Security Amendments of 1983"
before the period at the end thereof.

Mr. MOYNIHAN. Madam President,
may we have order?

The PRESIDING OFFICER. The
Senate will be in order.
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Mr. PJEtESSLER, Madam President,

this amendment provides that the
earnthga test will be phased out for
blind disobifity recipients just as for
retirees,. This bill already provides
that, between 1990 and 1994, we will
phase out the earnings test for retir-
ees. I would aik that we Include blind
disability recipients in that phaseout,
as a matter of fairness. I would hope
that my colleagues will support me in
this effort.

The argument in favor of this
amendment Is much the same as the
argument in favor of my amendment
regarding the earnings offset. We have
given blind disability beneficiaries the
same earnings test as retirees, so we
should give them the same treatment
as far as the phaseout of the earnings
test. This Retion Is a good idea because
it acts as a work Incentive. I would also
like to point out that If blind persons
do find work as a result of the Incen-
tive provided by this amendment, they
will be contributing money to the
social security trust fund through
their payroll taxes. These contribu-
tions will, of course, help to offset any
additional costs to the trust fund
caused by phasing out the earnings
test.

My colleagues Senators RANDOLPH
and JrsEN are cosponsors of this
amendment.

Mr. RANDOLPH. Madam President,
will my colleague yield?

Mr. PRESSLER. I yield to my distin-
guished colleague who has done so
much work for the blind in West Vir-
ginia.

Mr. RANDOLPH. Madam President,
sometimes at the close of the day
when perhaps the sense of quiet
rather than turbulence comes across
this historic Chamber there Is one or
more amendments that come to the
attention of those of us who are pres-
ent that deserves our careful study
and strong support: This is one of
those worthwhile amendments.

The blind are a great resource in the
United States of America. We know of
contributions made by the blinded vet-
erans during the conflicts in which
they have served in our Armed Forces
to preserve and defend our security
against ofttisne foreign and fierce foes.

The blind can work In the market-
place. They are entrepreneurs in the
products they sell.

At the preent time in one program
as a result ©f the Randolph-Shepard
Act there are approxImately 4,000
blind individuals, men and women,
who are entrepreneurs. These citizens
operate vending facilities established
in Federal buildings throughout the
United States, in State facilities, in
county facilities, and In local facilities.
The average annual income of these
vendors is $t..OOO per year. These op.
erators return to the Federal Govern-
ment in taxes each' year about eight
times the amount of money It costs
the Federal Oovenment to run the
program, Because of the success of the
blind in gaInful employment they
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have by their experience in handling
the public with skill given to American
industry the impetus to establish op-
portunities for the blind in businesses
throughout the United States of
America.

The blind certainly have proved
themselves as individuals, both men
and women, who can give to the
American purchasing public that serv-
ice which In a sense in anticipated
here by further aId to the blind in ref-
erence to the accountabIlity of funds
which they have earned and which in
a sense the tax may be lessened upon
them.

I commend my colleague from South
Dakota who Introduced this amend-
ment, and I ask him the followIng
questIon.

Does this amendment have the sup-
port of the National Federation for
the Blind?

Mr. PRESSLER. Yes; the National
Federation for the Blind does support
it.

Mr. RANDOLPH. The National Fed-
eral for the Blind does support It?

Mr. PRESSLER. Yes, indeed.
Mr. RANDOLPH. I understood the

Senator had such an endorsement.
I hope our colleagues will give to

this segment of America, a productIve
segment, the opportunity to feel that
they can prepare themselves, they can
earn, they can sell, they can be an
actIve part of the American system.

I thank my colleague.
Mr. PRESSLER. I thank the Sena-

'tor from West Virginia who authored
the original legislatIon regarding dIs-
ability benefits for the blind and who
Is known nationally for his work with
the blind.

Mr. EXON. Madam President, it
seems to this Senator that the amend-
ment offered by the Senator from
South Dakota and so eloquently de-
scribed by the Senator from West Vir-
ginia is a good one.

I just wish to ask, has this been
cleared with the managers on both
sides? If so, could we expedite the pro-
cedure?

Mr. DOLE. Madam President, I am
going to discuss the amendment very
briefly. I am prepared to accept the
Rmendment but I wish to explain some
of the negatives even in this case. It
will just take a minute.

Mr. EXON. I thank the Senator.
Mr. JEPSEN. Madam President, I

rise in support of the amendment of-
fered by the Senator from South
Dakota, Mr. PRESSLER. Instituting a
phaseout of the earnings limit for the
blind is an idea which makes sense.

Over the years, Congress has at-
tempted to build work incentives into
various Federal programs. Clearly, It is
in the best interests of the blind to be
working rather than sitting at home
collecting disability payments. Many
would like to do this but are con-
strained because of the social security
disability program. This occurs in
much the same way as retirees. are
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constrained from working under the
current retirement test.

In the long run, approval of the
Pressler amendment will improve the
quality of life for thousands of blind
people and, I believe, help to strength-
en the social security system. After all,
a working person contributing to the
social security system has to be hettcr
than a nonworking person collecting
disability.

The Pressler amendment will not re-
quire anyone to work. It simply cre-
ates a strong incentive for those who
can work, and who want to work, to do
so. I urge my colleagues to support the
Pressler amendment.

Mr. DOLE. Madam President, the
Social Security Act contains a strict
defimton of disability. It is ba.ed on
not only the severity of the diabllng
condition, but also the individuals
ability to work.

"Disability" is defined as the inabil-
ity to engage in any substantial gain-
ful activity by reason of a medically
deterthinable physic1 or mental im-
pairment that has lasted, or is expect-
ed to last, at least 12 months or is ex-
pected to iesu1t in death.

Determining whether an individual
is disabled within the meaning of the
law is done on a sequential basis—with
work activity, severity of impairment,
and vocational factors assessed in that
order.

The Pressler amendments would—I
think we should make this distinc-
tion—for blind beneficiaries only alter
the very first, and perhaps most un-
portant, criteria used for determining
disability—the "substantial gainful ac-
tivity" test.

If an individual is earning more than
the SGA level—$300' monthly in gener-
al, $550 monthly for the blind—he Is
evidently able to engage in substantial
work. In such cases, he will be found
not disabled and thus not eligible for
DI benefits, without consideration of
any other medical or vocational fac•
tors.

Already the blind are preferentially
treated with a higher SGA level,
which happens to be tied to the earn-
ings limitation under the retirement
test.

According to the Soda] Security Ad-
ministration, in 1995 when the retire-
ment test is eliminated under the com-
mittee bill, the SGA limit for the blind
would be completely eliminated.

The result would be that beginning
in 1995 anyone who is blind would, re-
gardless of income, education and
skill, be eligible for benefits. At t.he ex-
treme, a well-paid doctor or attorney
would be eligible for DI benefits. Few
of us would find that to be appropri-
ate.

Madam President, the Senator from
Kansas first wants to compliment the
distinguished senior Senator from
West Virginia, for almost a lifetime of
dedication hi this area.

The Senator from Kansas has
learned a lot from the distinguished
Senator from West Virginia. I have
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tried to be helpful in areas that per-
tain to tlie tlind and handicapped, and
certainly he has been the pioieer in
this body for the last 30 to 40 years.

I have discussed this amendment in
great detail with the Senator from
South Dakota. The Senator from
Kansas is willing to accept the amend-
ment.

I did want the REcoRD to show it is a
departure from the treatment of othcr
disabilities. It could thscriminate
against other seriously disabled per-
sons. However, it would be hard to
defeat the amendment if an effort
were made, so I am willing to accept
the amendment.

The PRESIDING OFFTCER. Who
yields time?

Mr. RANDOLPH. Does the Senator
yield to me for a comment before he
speaks? Am I a cosponsor of the Sena-
tor's amendment?

Mr. PRESSLER. Yes, the Senator is.
Mr. RANDOLPH. I would like to say

to the able manager (Mr. DOLE) I
think he has done an almost magnifi-
cent job, regardless of my opposition
to certain amendments which he has
fostered during the consideration of
this bill.

It is not in any cursory fashion that
I express appreciation for the handi-
capped and the disabled throughout
this country for his efforts In well-rea-
soned measures In Congress and also
In other ways to assist the handi-
capped and the disabled.

I realize, I say to the Senator from
Kansas, that In a sense this is a depar-
ture in which the underlying senti-
ment is compassion, understanding
and, perhaps, for the moment let us
think of the needs of the blind a we
bring such legislation to fruition.

Mr. DOLE. Mr. President, if the Sen-
ator will yield, I certainly appreciate
his comments. Again I appreciate the
spirit of the amendment. I want the
RECORD to reflect that it is a departure
from the substantial gainful activity
test. But I am prepared to accept the
amendment.

The PRESIDING OFFICER. I move
adoption of the amendment.

The PRESIDING OFFICER (Mr.
JEP5EN). Is all time yielded back? The
question is on agreeing to the amend-
ment of the Serator from South
Dakota.

The amendment (UP No. 135) was
agreed to.

Mr. PRESSLER. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. DOLE. I move to lay that
rLlotion on the table.

The motion to lay on the table was
agreed to.

March 23, 1988
IJP AMENDMENT HO. 136

(Purpose; To provide that a blind incflvidual
othprwise eig11e for benefits unar sec-
tjon 223 of the Social Security Act ot be
regarded as able to engage in gainful ac-
tivity soeiy becawe of the earnir1gs of
such individual, and that the benefits pay-
able to such individuai be reduced in ac-
cordaiice with Uie procedircs presenbed
by seeticn 203 of ich Act)
Mr. PRESSLER. Mr. President, I

send an amendment to the desk.
The PRESIDING OFFICER. The

clerk will report.
The legislative clerk read as follows:
The Senator from South Dakota (Mr.

PRZsLER) proposes an unprinted amend-
ment numbered 136.

Mr. PRESSLER. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With'
out objection, it is so ordered.

The amendment is as follows:
At the appropriate place in the bill, insert

the 1o11owin new section:
TREATMrr OF EARNINGS OF DISABLED BLIND

Uintvfl)UAL5
SEC. . (a) The second sentence In section

223d)4) is amended to read as foilows: "No
individual who is blind shail be regarded as
having demonstrated an ability to engage in
substantial gainful activity sol&y on the
basis of the earnings of such individual; the
benefits payable to such Individual shall be
reduced in accordance with the provisions of
section 203.".

(b) The amendment made by this section
shall apply with respect to benefits payable
under section 223 of the Social Security Act
after the date of enactment of this Act to
individuals app) ying for benf its under such
section after the date of enadment of this
Act.

Mr. PRESSLER. Mr. President. I am
submitting this amenthent, which
will provide for the fair treatment of
blind recipients of social security dis-
ability income. The action which I am
proposing has already been passed by
the Senate, but important parts of
this legislation were dited in conler-
ence.

Currently, blind recipents of socia'
security disability income can earn up
to $550 per month. When these people
reach this mark, however, they lose all
benefits. For the 30,000 blind persons
in this country who earn over $550,
the current regulations cause them to
be penalized for working. Mr. Presi-
dent, I do not believe that thfs is what
Congress meant to do. We should be
encouraging disability recipients to
work, not discouraging them. Howev-
er, the current law certdJily operates
as a work disincentive for this group of
disability recipients.

My amendment wouk treat blind
disability recipients in the same way
that we treat social security retirees'
income, That is, for ecery $2 earned
over and above $550, benefidaries 'ose
$1 hi bnef its. By passing this amend-
ment, we will send a message to the
120.000 current blind disability recipi-
ents that we are seric about provid-
ing work incentives. This is an impor-
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tant and necessary step, and I would
hope that those who have supported it
before wifi do so again.

My colleagues, Senators MATS mAGA,
JEP5EN, THURMOND, and RANDOLPH,
have agreed to cosponsor this-ainend-
ment.

Mr. DOLE. Mr. President, the Sena-
tor from Kansas wanted to make cer-
tam that the Senate understood
before they acted on the previous
amendment, which was accepted, and
on this amendment, that It is a depar-
ture from the treatment of other dis-
abilities. It is a liberalization of the elt-
gibility requirements for blind soctal
security disability insurance benefici-
aries. In particular, It would phase out
the substantial gainful activity criteria
for blind beneficiaries.

This amendment would cost about
$100 million a year, a total of about
$0.5 billton between now and 1989. It
would have a long-range cost. I do not
know whether you can equate dollars
with physical disability, particularly
severe physical disability, such as
blindness. However, I would restate for
the RECORD that this would further
liberalize the treatment of the blind.
This amendment would allow the
blind to earn more than the SGA evei
of $550 monthly, with each $1 in
excess of that amount reducing bene-
fits by 50 cents, Instead of having
excess earnings cause ineligibility.
They would be treated like retirement
benefits, subject to the earnings test.

I think it s a judgment the Senate
has to make. Again, it is one of these.
areas where 11 we fail to look at the•
total ptcture and try to separate the
blind from other severely disabled per-
sons, It would be difftcult to oppose
the amendment. The Senator is pre-
pared—does the Senator want a voice
vote on this.

Mr. PRESSLER. I would like t
briefly respond tf I may.

I thank the chafrman of the Finance
Committee and the stall for their
comments. Let me say I believe the
the chairman's costs are assuming
that every blind person who is eligible
will earn the maxhnuxn benefit. This is
not the case. CBO has not been able to
give an estimate of the cost of this
amendment, because they are unable
to calculate, with certainty, the
number of those working blind with
excess earnings who would come onto
the disability rolls under this amend-
rnent. At the very most, this action
would allow 30,000 people to qualify
for some reduced level of befIts. I
would point out, however, that there
are currently 120.000 b1nd persons
drawing full disability benefits. With
the change that I am proposing, these
recipients will be given the incentive
to work without fear that they will
ioe a1 their dibility beref its. The
reduction in benefits that will iesult
from this incentfve rneaure should
he'p to offset the cost of any new
benefidaries added to the rolls.

I think that is a point that should be
considered here.

Second, it is true that blind disabil-
ity recipients are treated differently
than other disability recipients, but
they still receive unfair treatment.
The current system only goes halfway
In giving them the same earnings test
as retirees, and that is the real prob
lem.

Retirees can earn up to $550 per
month, and for every $2 that they
earn over that amount, they lose $1 in
benefits. However, when blind people
earn $550 or more, they lose all bene-
fits. I am only argutng for fairness.
This body has already voted to give
blind disability reciptents a different
earnings limit than other disability
beneficiaries. What we should now do
is correct an inequtty that already
exists within that system, which is
that the blind have the same earnings
limit as retirees, but not the same
earnings offset. If we are going to give
the blind one of these, we should give
them the other.

Mr. DOLE. Mr. President, as I have
indicated to the Senator previously,
again this is a departure from present
policies. It Is a liberalization, and I
cannot in good conscience support the
amendment. I think that is the view
shared by the ranking minority
member, the distinguished Senator
from Louisiana.

Mr. PRESSLER. Mr President, on
this I would ask for the yeas and nays.

Mr. DOLE. Mr. Prestdent, tt is my
understanding that the Senator from
South Dakota would be willing to have
a voice vote.

Mr. PRESSLER. I would like to ask
for the yeas and nays.

Mr. DOLE. Let me explain it again.
The Senator from Kansas would be
perfectly willing if the Senator pre-
vails on a voice vote, but I am not cer-
tain I could guarantee. that if we had a
record vote..

Mr. RANDOLPH. Mr. President,
who has the floor?

Mr. DOLE. The Senator from
Kansas has the floor. I yield to the
Senator from West Virginia.

Mr. RANDOLPH. Mr. President, I
would suggt to my colleague who of-
fered the amendment for himself and
others, and reaponding to what I think
is the judgment of the two leaders of
this legislation, that tt would be the
best part of Judgment of those who
sponsor the amendment to have a
voice vote.

Mr. PRESSLER. I will be happy
with a voice vote.

The PRESIDING OFFICER. All
time having been yielded back, the
question is on agreeing to the amend-
inent of the Senator from South
Dakca (Mr. PRSsLER).

The amendment (UP No. 136) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsicl€r the vote by which the
amendment was agreed to.

Mr. RANDOLPH. Mr. President, I
move to lay that motion on the tab'e.

Mr. LONG. Mr. President, I want to
make it clear that I voted against the
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amendment. I personally cannot agree
with it, but I was willtng to let the
matter be decided on a voice vote, and
I am not complaining about the
matter.

Mr. DOLE. Mr. President, the next
ametdment In order is the amendment
of the Senator from Colorado. Senator
ARMSTRONG. This is the last amend-
ment with a Uine agreement and we
still have amendxnent.s from Senator
Hgrriz and Senator SPECTER and final
passage. We aiso have an amendment
by Senator LEVIN, which will be a
record vote.

UP AMENDMENT NO. 137

(Purpose: To cover on'y new hires of non•
profit organizations which are now not
covered by social security)
Mr. ARMSTRONG. Mr. President, I

send an amendment to the desk and
ask for tts thunediate consideration.

The PR!SIDIQ OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Colorado (Mr. ARM-

STRONG) proposes an unprthted amendment
numbered 137. -

Mr. ARMSTRONG. Mr. Prestdent, I
ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment s as follows:
On page 68, strIke lines 22-24 and Insert In

]ieu thereof the following:
"SEC. 102. (a) Section 210(aX8XB) of the

Social Security Act Is amended by inserting
the following phrase after 'of such Code,":

"by an Individual who has been continu-
ously In the employ of such organization
since December 31, 1983 (and, for this pur-
pose, an Individual who returns to the per.
formance of such service shall nevertheless
be considered upon such return as having
been continuous1y i the employ of such or-
ganization, regardlesa ol wbeth the period
of such separation began before, on. or after
December 31, 1983,11 the period of such sep-
aration does not exceed 365 days),".

On page 67, strIke lines 1-3 and insert In
Ueu thereof the following:

"(b)(1) Section 3121(b)(8)(B> of the Inter-
nal Revenue Code is amended by inserting
the following phrase after "under section
501(a),":

"by an Individual who has been contmu-
ously in the employ of such orgaxnzation
since December 31, 1983 (and, for this pur-
pose, an Individual who returns to the per-
forrnance of such service sball neverthe1ess
be considered upon such return as having
been continuously In the employ of such or-
ganization. regardless of whether the period
of such separation began before, on, or after
December 31, 1983, if the period of such sep-
aration does not ezceed 365 days)".

Mr. ARMSTRONG. Mr. President, I
am going to take only a couple of min-
utes to explain this amendment, but I
hope my colleagues will not take the
brevity of my argument in any way as
an Indication of the crucial signifi-
cance of the issue which I seek to
raise.

As my colleagues know, the current
law provides social security coverage
to nonprofit organizattons on an op-
tional basis unless the organization af-
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fected withdraws. About 90 percent of
all nonprofit organizations have
chosen to be covered under social secu-
rity.

The bill that comes before us today
contains the recommendation of the
National Commission on Social Secu-
rity Reform that nonprofit organiza-
tions should be covered under social
security beginning January 1, 1984.
This proposal affects about 200,000
nonprofit organizations, with about
675.000 employees. It will substantially
increase their cost and lead to the re-
duction in social services.

Mr. President, I believe that the
principle involved here, that is of a!-
fording mandatory social security cov-
erage to nonprofit organizations, Is a
reasonable one. I do not, however, be-
lieve it Is reasonable to do it in an
abrupt and drastic fashion; that is to
simply say without warning that 9
months from today all of these organ!-
zations, without any opportunity to
adjust their own pension planning,
without any opportunity to find new
sources of funds, without any opportu-
nity to do anything except just sud-
denly comply, Is not fair, in my opin-
ion.

The effect of it Is going to be that
some of these organizations will not
have the funds to comply and, there-
fore, will simply have to fulfill this
new requirement by reducing the serv-
ices that they provide. Very often
when we think of nonprofit organiza-
tions we tend to think of large founda-
tions, the giant foundations which are
wealthy and which have tremendous
resources that have great endow-
ments. Some of these may be affected.

But the ones I am concerned about
are not these but the small ones, like
the little shelter house in Denver,
Cob., that helps battered women and
that has a staff of five and, in all like-
lihood, will have to lay off one of
those five persons in order to pay the
additional costs that are imposed
under the bifi that comes to us from
the committee.

There are many other similar exam-
pies that have been brought to my at-
tention. The Alcoholism Council of
Antelope Valley, in California opted
out of social security 4 years ago in
order to expand the services they pro-
vide. The council, I am told, will have
to lay off several employees and with
such a small staff already they may
have to shut down the operation.

As one thinks about the justice of re-
quiring these nonprofit organizations
to suddenly reduce their operations
without warning, It Is well to keep in
mind the economic environment in
which they are already operating, and
that Is one of the declining resources.
The rescession has affected all of
these, just as it has affected all of the
private sector.

So, at a time when resources are
tight, when needs are growing, to say
that we are going to force them on a
date certain, an early date certain just
9 months from now, to take such a
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step seems to me to be unfair. If that
is unfair, and If the principle of cover-
ing nonprofit organizations is a rea-
sonable one, what is a good way out?
In my opinion, a good way out Is to
apply this same phase-in process to
nonprofit.s that was suggested by the
committee for Federal employees.

We have adopted an amendment
which drops the Federal employees
out of the bill altogether and whether
or not that will be sustained in confer-
ence I have no way to know. But the
recommendation of the National Com-
mission on Social Security Reform and
the recommendation of the Senate Fi-
nance Committee was to cover Federal
employees on the basis of new hires;
that is, as they come on, cover them,
phase them in.

The rationale for this is very simple.
It was to give the Federal Government
a chance to make its adjustments for
its pension planning and not to Impose
an undue burden by requiring that ev-
erybody be covered by social security
on a short timetable.

So that is all this amendment does.
It says that nonprofit organizations
should have the same consideration
that we seek to afford to Federal em-
ployees if, in fact, Federal employees
are to be covered at all.

Mr. President, with that word of ex-
planation, I urge my. colleagues to vote
for the amendment. I ask for the yeas
and nays.

The PRESIDING OFFICER, Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
Mr. DOLE. Mr. President, I will just

take a minute. This amendment was
offered in the committee. The vote
was 4 to 11. Not that that means to
dictate how Senators vote on the
Senate floor.

But the 1983-89 revenue loss in this
proposal is about $5.2 bifilon out of
the $12.5 billion we hope to raise with
this provision. It was rejected by the
committee. I think it is important to
note that already 85 percent of all
nonprofit employees have opted to be
covered by social security. The provi-
sion would just bring In the remaining
15 percent.

Under present law, work performed
for a nonprofit tax-exempt organiza-
tion—specified in section 501(c)(3) of
the IRC—is excluded from social secu-
rity coverage unless the organizaton
files a certificate with the IRS waiving
its exemption from social security
taxes. Nonprofit organizations may
terminate coverage upon gIving 2
years advance notice, providing cover-
age has been in effect for 8 years or
more. Once coverage has been termi-
nated, the organization cannot again
cover Its employees. About 4.3 million
employees of nonprofit organiza-
tions—80 to 90 percent—are covered.

National Commission recommenda-
tion: Extend social security coverage
on a mandatory basis to all employees
of nonprofit organizations, effective

March 23, 1983

January 1, 1984. This is contained in S.
1.

OASDI savings
Calendar year:

1084 ' $1.3
1985 1.5
1986
1987 , 2.1

1988 26
1989 . 3.1

1983-89 12.8

Armstrong amendment: Cover em-
ployees of nonprofit organizations—
which are not currently covered—who
are hired on or after January 1, 1984.
(Similar to treatment of Federal em-
ployees.) Also, prohibit any nonprofit
organization from terminating cover-
age after the date of enactment of the
provision.

OASDI savings
Calendar years: DfWons

1984 , $0.3
1985 ., 0.6
1986 , 1.0
1987 . 1.3
1988 1.8
1989 , 2.3
1983-89 . 7.3

The 1983-89 revenue loss from this
proposal is $5.2 billion, out of the
$12.5 billion we hoped to raise with
this provision.

This proposal was considered and re-
jected in committee by a vote of 4 to
11.

I think it is important to note that
already 85 percent of all nonprofit em-
ployees have opted to be covered by
social security. The provision would
just bring in the remaIning 15 percent
and treat them the same as the rest of
private sector employees who are al-
ready covered.

I am not persuaded by the argument
that we should treat nonprofit.s the
same way we do Federal employees.
Social Security coverage has been ex-
panded repeatedly over the years to a
variety of private sector employees,
Each time, coverage was extended to
the new group on a mandatory, cur-
rent employee basis.

In addition, private sector pension
plans should be better able to adjust
to coverage—they are often newer
plans, and more flexible than the huge
Federal Service Retirement System,
for example.

I might add that many of the people
employed in nonprofit organizations
want to be covered by social security,
but the choice was taken away by the
organization itself, without the con-
sent of employees.

In testimony we received in the Fi-
nance Committee, we were reminded
that many of the nonprofits that are
not now covered or that are opting out
of social security are hospitals, for ex-
ample, whose employees would prefer
to be a part of the social security
system. People who are not under
social security do not have portable
pension rights; frequently they do not
have disability protection.



March 2 1988
While we cannot pretend that begin-

fling to pay the social security tax will
be easy for employees and employers,
I am convinced that the benefits work-
ers will receive will make their cover-
age worthwhile.

We cannot ignore the needs and the
purposes of the social security system
either. As the American Nurses Associ-
ation testified, working people in the
low- to middle-income range are will-
ing to shoulder their fair share of the
responsibility for the solvency of the
system. In their words, "the system
provides enormous social benefits for
which all members of society should
bear a responsibility."

In my view, I do not quarrel with the
Senator from Colorado. He has per-
formed outstanding service. But I do
not know where we would get the $5.2
billion If the amendment is adopted.
So I hope we reject the amendment.

Mr. MOYNIHAN. Mr. President,
may I again echo the statement of the.
distinguished chairman. We fully ap-
preciate the concerns of the Senator
from Colorado. We do not have the $5
billion. This has been a repeated prop-
osition.

We have very little keel room as we
take this system through the next 7
years. We plead with our colleagues to
stay with the Finance Committee pro-
posal. You will be glad you did. In ad.
dition to which the employees who
will be covered by social security will
be glad they are.

Social security Is a good program
and it Is only persons who ae devoted
to causes that are proper ones who
find themselves left out of it, and they
ought to be In it. They are entitled to
that. The very fact that they are
working as they do suggests that the
Government ought to see that they
have the protection of our social Insur-
ance program.

Mr. ARMSTRONG. Mr. President,
there Is no sense arguing this at
length. The issue Is clear. If I might be
permitted to have the last word, I
would point out to my colleague from
New York that his characterization of
those who are not covered may not be
entirely accurate in every case. There
may well be some of these organiza-
tions which have private-pension ar-
rangements, just as the Federal Gov-
ermnent has a separate pension ar-
rangement, and for the same reason
that we chose not to precipitously
cover Federal employees but to phase
them in on the basis of covering new
persons as they enter Federal employ-
ment, my amendment suggests that we
do the same in the nonprofit sector.

There may also be some of the kind
that he described earlier. I acknowl-,
edge that that Is the case. By and
large, I think the principle of covering
the nonprofit sector under social secu-
rity is a good one. I support it. It is
just a question of whether we ought to
do it all on 1 day or phase it in.

Mr. MOYNIHAN. May I offer a per.
sonal apology for overstating the case?
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Mr. ARMSTRONG. Not at all. The

statement just would not apply univer-
sally.

The PRESIDING OFFICER. Is all
time yielded back?

Mr. GOLDWATER. Mr. President. I
ask unanimous consent that this be a
10-minute vote. We are just going to
spend the whole night voting.

Mr. BYRD. I do not want to object
to the request of the distinguished
Senator, but I do not believe we can at
this time limit the vote to 10 minutes.

The PRESIDING OFFICER. If all
time has been yielded back, the ques-
tion Is on agreeing to the amendment
of the Senator from Colorado. The
yeas and nays have been ordered and
the clerk will call the roll.

The bill clerk cailed the roll.
Mr. Stevens. I announce that the

Senator from Maryland (Mr. MATRIAS)
is necessarily absent.

Mr BYRD. tannouce that the Sena-
tor California (Mr. CRsToN), the
senator from Ohio (Mr. GLENN), the
Senator from South Carolina (Mr.
Hou.INGs) and the Senator from MIs-
sissippi (Mr. Siiis) are necessarily
absent.

The PRESIDING OFFICER. Are
there any other Senators in the Cham•
ber wishing to vote?

The result was announced—yeas 26,
nays 69, as follows:

(ROUCaU Vote No.62 Leg.1
YEA&—26

Armstrong Goldwater Proxmire
Boren Ratch Quayle
BQschwitz Hawkins 8ymms
Byrd ffumpbrey ThurTuond
D'Anisto Jepsen Trible.
DeConcini Long warner
Dodd Lugar Wilson
East McClure Zorthsky
Garn Nickles

NAYS—69
Abdnor Gorton Mitchefl
Andrews Grassley Moynlhan
Baker Hart Murkowsid
Baucus Hatfield Nunn
Bentsen Hecht Packwood
Biden Heflin Pell
Bingaman Heinz Percy
Bradley Helms Pres1er
Bumpers liuddleston Pryor
Burdick Inouye Randolph
Chafee Jackson Riegle
Chiles Johnston Roth
Cochran Kassebaum Rudman
Cohen Kasten Sarbanes
Dan! orth Kennedy Sasser
fenton L.autenberg Simpson
Dixon Laxait Specter
Dole Leahy Stafford
Domenici Levin Stevens
Durenberger Matsunaga Tower
Eagleton Mattingly Tsongas
Exon
Ford

Melcher
Metzenbauxn

Wallop
Vtetcker

Cran3ton
Glenn

NOT VOTINO—5
Hoflings Stennis
Mathias

So Mr. ARMSTRONG's amendment (UP
No. 137) was rejected.

Mr DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

S 3747
UP AM}NDMENT NO. 138

(Purpose: To p1edge the full faith and credit
of the United States Government in sup-
port of the obligation to pay accrued bene.
fits under the civil service retirement
system)
Mr. LEVIN. Mr. President, I send an

amendment to the desk and ask for its
immediate considerations.

The PRESIDING OFFICER. The
immediate will be stated.

The assistant legislative clerk read
as follows:

The Senator from Michigan (Mr. LEVIN)
proposes an unprinted amendment num-
bered 138.

Mr. LEVIN. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
On page 66, at the end of line 19. add the

following: "The full faith and credit of the
United States Government Is pledged
hereby in support of the payment of said ac-
crued entitlements.".

Mr. LEVIN. Mr. President, section
101(d) of the bill before us provides:

Nothing In this Act shall reduce the ac-
crued entitlements to future benefits under
the Federal Retirement System of current
and retired Federal employees and their
families.

This amendment adds the following
statement, that "The full faith and
credit of the United States Govern-
ment is pledged hereby In support of
the payment of said accrued entitle
ments."

Mr. President, this statement of
intent will hopefully reassure Federal
employees of our intent to fully pro-
tect their accrued benefits. It is similar
to language which was offered by the
distinguished Senator from New York
(Mr. Moim) in committee. It is
slightly different, somewhat from that
language but its intent Is the same. It
Is a reassurance the Federal employ-
ees, current Federal employees and re-
tireds of our intent to protect fully
their accrued benefits.

I understand it is agreeable to the
floor manager of the bifi, my friend
from Kansas, and to the Senator from
Louisiana.

Mr. DOLE. Mr. President, this
amendment would simply buttress the
language included in 5. 1 offered by
Senator MOYNIHAN to reassure civil
service retireds and employees that
this bifi not in any way alter the civil
service retirement system. It is clearly
not our intention to dismantle the civil
service retirement system or otherwise
erode the value of the protection pro-
vided by the system to present partici-
pants. I support the amendment, al-
though it may not be as important an
issue now that the Long amendment
has passed. But I am certainly willing
to accept the amendment. I know of
no objection on the other side. In fact,
as I have indicated, Senator Moyril-
HAN Initially included the same lan•
guage in 5. 1.
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Mr. BRADLEY. Mr. President, I ask

unanimous consent that I be added as
a cosponsor to the Levin amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Is all time yielded back?
Mr. LEVIN. Mr. President, I yield

back the remainder of my time.
The PRESIDING OFFICER. All

time Is yielded back. The question is
on agreeing to the amendment of the
Senator from Michigan.

The amendment (UP No. 138) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. LEVIN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

lIP AMENDMENT NO. 139

(Purpose: To provide health care coverage
for the unemployed)

Mr. DOLE. Mr. President, I send an
unprinted amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Kansas (Mr. DoLE) pro-
poses an unprinted amendment numbered
139.

Mr. DOLE. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With
out objection, it Is so ordered.

The amendment Is as follows:
At the end of title TU add the following

new section:
HEALTH SERVIC FOR T UNEMPLOYED

SEC. 30& (a) Title XX of the Social Secu-
rity Act Is amended by addftng at the end
thereof the following new section:
"HEALTH szRvIcFa ion UNEMPLOYED woRKERS

"SEc. 2008. (a)(1) Notwithstanding section
2005 (a)(4) and any other provision of this
title, any State may establish a program
under this section for providing health care
coverage for unemployed workers, subject
to the provisions of this section.

"(2) The State may choose those groups
of Individuals (and their Immediate fami-
lies) who shall be covered under the pro-
gram, the duration of such coverage, and
the duration of the program, as the State
determines to be appropriate, except that—

"(A) no coverage may be provided to any
Individual (or his Immediate family) unless
such Individual (i) Is receiving regular, ex-
tended, or Federal supplemental compensa-
tion (or, at the option of the State, railroad
unemployment compensation), or (II) Is un-
employed and has exhausted hIs rights to
such compensation (by reason of payment
of all such compensation for which he Is eli-
gible, other than for cause) within the prior
six months, or (iii) was eligible for such
compensation within the prior 30 days but
lost such eligiblity on account of employ-
ment;

"(B) no coverage may be provided for the
first 6 weeks during which an individual is
eligible for compensation (referred to In
subparagraph (A)) In a benefit year (as de-
termined under the State unemployment
compensation law);

(C) no coverage may be provided to any
Individual unless such individual was en-

rolled In a group health plan of the employ-
er by Whom he was employed at the time he
last became eligible for compensation de-
scribed In subparagraph (A) (and in making
a determination with respect to prior enroll-
ment, the State may use the broadest possi-
ble determination of proof);

'(D) no coverage may be provided with re-
spect to any services provided p1or to June
1, 1983, or with respect to services provided
for an Individual prior to the thne such indi-
vidual is determined to be eligible under
such program; and

(E) no coverage hiay be provMed for any
Individual who is otherwise llgib1e for
medical assistance under the State plan
under title XIX.

"(b)(1) Services under the program estab-
lished under this section shall include only
inpatient and emergency outpatient hospi-
tal services and physician services, Including
those provided In health clinics but not in-
cluding those provided in nursing care facili-
ties, and prenatal and postpartum care. No
drugs or biologtcas shall be Included wth1n
the covered services described in the proced-
Ing sentence unless provked as part of inpa-
tient hospital services.

"(2) The State shall determine the
amount, duration, and scope of the covered
services described in paragraph (1) which
shall be included under the program, but in
no event shall the amount, duration, or
scope of such services under the program
under this section exceed the amount, dura-
tion, or scope of such services included
under the State plan for medical assistance
for indlvlduais described in section
1902(a)(10)(A).

"(3) ServIces may be provided through
varying arrangements made with providers
by the State, but no such arrangement may
provide services which are more generous
than those provided under the State plan
for medical assistance for indlviduais de-
scribed in section 1902(a)(10)(A).

"(cXl) The State may provide for a
weekly premium charge for individuals par-
ticipating in the program under this section,
but no such premium charge may exceed an
amount equal to 8 percent of the amount of
compensation (referred to in subsection
(a)(2)(A)) for which such individual is eligi-
ble for such week. Such premium charges
may vary for individual coverage and family
coverage and by provider arrangement.

"(2) The State may provide that deducti-
bles and coinsurance amounts be Imposed
under the program, but the estimated aver-
age monthly amount of such deductibles
and coinsurance amounts for users of serv-
ices may not exceed an amount equal to 10
percent of the average monthly benefit
amount in such State for compensation (re-
ferred to in subsection (a)(2)(A)). No such
deductible or coinsurance may be imposed
with respect to prenatal or postpartum care,
and no such deductible or coinsurance may
be imposed until after public hearfngs
which provide adequate notice and opportu-
nity for public participation have been held
by the State with respect to such imposi-
tion. Such deductibles and coinsurance may
vary with respect to different groupings of
eligible indlviduais, different types of serv-
ices, different provider arrangements, and
varying coverage periods.

"(3) Any amounts imposed by the State
for premiums, deductibles, or coinsurance
which are Imposed by the State must be
used by the State to pay the State share of
the cost of the program under this section,
or to provide additional services or periods
of coverage to indlviduais eligible for cover-
age under such program.

"(d) Payment by the State for services
provided to individuals eligible for the pro-
gram under this section shall be made
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through the same adininstrative mecha-
nisms through which payments are general-
ly made under the State plan for medical as-
sistance under title XIX; however, the State
may provide for contracts with cost effec-
tive financing and delivery systems among
carriers or providers, and may selectively
contract with a specific group or provide for
capitation reimbursement, but no such con-
tract may provide for services which are
more generous than those provided under
the State plan for medical assistance for In-
dividuals described In section 1902(a)(1O)(A).
Any limitations under the State plan £o
medical assistance on the amount that a
provider of services may charge the recipi
ent of such services shall also apply to the
program under this section, except that pre-
miums, deductibles, and coinsurance may be
charged in accordance with subsection (c),

(e)(1) Determinations of qualification foi
coverage under the program under this sec-
tion shall be made by the State agency ad
ministering the State's unemployment com-
pensation law under section 3304 of the In
ternal Revenue Code of 1954, and the pro-
gram shall be administered by the State
agency administering the State plan for
medical assistance under title XIX of this
Act.

"(2) Upon becoming eligible for compensa-
tion (referred to In subsection (a)(2)(A)), an
Individual shall be informed of the eligibil-
ity criteria for coverage under the program
established under this section and the bene-
fits provided, and shall have four weeks in
which to voluntarily enroll in such program.
Such individual shall aiso be Informed of
the possibility that such individual may be
eligible to enroll in a health plan of his
spouse or parent. If the individual declInes
the opportunity to enroll, or later voluntar-
ily terminates his enrollment, he may not
again enroll In such program unless he sub-
sequently becomes eligible for compensation
(referred to in subsection (a)(2)(A)) for a
new benefit year (as determined under the
State unemployment compensation law). In
the case of any State which chooses to re-
quire the payment of a premium, the State
may deduct the amount of the premium
from the amount of such compensation paid
to an individual enrolled in such program.

"(f)(1) Notwithstanding sections 2002 and
2003, payments to States having programs
established under this section shall be made
in accordance with the provisions of this
subsection. Payments under this subsection
are in addition to any amounts to which a
State Is entitled under section 2002, and
payments made under section 2002 may not
be used for purposes of this section. An
amount, not to exceed the State's allotment
determined under paragraph (2), equal to
the Federal percentage (as determined
under paragraph (8)) of the amount expend-
ed by such State for its program established
under this section (excluding administrative
costs) shall be paid to the State in the same
manner as payments are made under section
1903(d).

"(2) The Secretary shall allot $750,000,000
to carry out this section for each of the 12-
month periods beginning on June 1, 1983,
and June 1, 1984 among the States as fol-
lows:

"(A) One-hall of such amount shall be al-
lotted among the States on the basis of the
relative number of insured unemployed indi-
viduals who reside in each State as com-
pared to the total number of insured unem-
ployed individuals in all the States.

"(B) One-hall of such amount shall be al-
lotted among the States on the basis of the
relative number of individuals who have
been unemployed for 28 weeks or more and
who re3ide in each State as compared to the
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total number of such individuals in all the
&at.eS.

"(3) Allotments shall be made on the basis
d the most recent 12-month period, preced-
ing the month in which the Secretary
makes such allotments, for which adequate
data is available.

"(4) Funds shall be allotted at the begin-
ning of each 12-month period referred to in
paragraph (2), but payment shall be made
as described in paragraph (1). Amounts a!-
totted for the 12•month period beginning
June 1, 1984, may be paid to States for ex-
penses incurred in providing services under
the program for individuals who are en-
rolled in the program on May 31, 1985, until
their eligibility for such program termi-
nates, or November 30, 1985, whichever is
earlier.

"(5) Any funds allotted to a State which
did not establish a program under this see-
'ion shall be reallotted to those States
having a program, at the end of the 12-
month period beginning June 1, 1984. Such
funds may be expended in the same manner
as described in paragraph (4).

0(6) For purposes of this section, the Fed.
era! percentage Is—

"(A) 95 percent with respect to services
provided in any State during a week for
which the State's rate of Insured unemploy-
nent (as determined for purposes of section
203 of the Federal-State Extended Unem-
ployment Compensation Act of 1970) for
the period consisting of such week and the
preceding 12 weeks Is equal to or exceeds 5.0
percent; and

"(B) 80 percent for any other week, except
that if a State qualifies for the 95 percent
Federal percentage under subparagraph (A)
for any week, such 95 percent Federal per-
centage shafl remain in effect with respect
to such State for the duration of Such
State's 4-month Initial period of qualifica-
tion (in the case of a State which qualifies
for the 95 percent Federal percentage for a
week ending on or before September 30,
1983), and for the duration of such State's
8-month period of qualification (as deter-
mined under subsection (g)(1)) (in the case
of a State which qualifies for such percent-
age for a week ending after such date).

"(7) The Secretary shall make payments
to States for administrative Costs incurred
in carrying out the program established
under this section, in a total amount not to
exceed $150,000,000 for each of the 12-
month periods begtnning on June 1, 1983,
and June 1, 1984, as he determines appropri-
ate. Seventy mfflion dollars of such reim-
bursement for each fiscal year shall be
made to the State agencies administering
the State program under this section, and
$80,000,000 of such reimbursement for each
fiscal year shall be made to the Department
of Labor for payment to the State agencies
administering the State's unemployment
compensation law. Payments to any agency
administering the State program under this
section shall be made in an amount equal to
the Federal percentage, in effect under
paragraph (6), of the amounts expended by
such agency in carrying out the program.
Payments under this paragraph may be
made with respect to program costs Insured
after November 30, 1985.

"(g)(1) With respect to services provided
to individuals who are enrolled during the
period beginning on June 1, 1983, and
ending on September 30, 1983, any State
may qualify for payments under this section
f ft has a program which meets the require-
ments of this section. With respect to serv-
tces provided on or after October 1, 1983,
on'y a State having a rate of insured unem-
poyinent (as determined for purposes of
section 203 of the Federal-State Extended
Unemp'oyment Compensation Act of 1970)
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for a period consisting oI any week ending
after Soptenber 30, 1983, and the 12 preced-
ing week3, f 4 percent or more, may enroll
new indi'idu1s the program under this
section. If a State qualifies to enroll new in-
dividuals undet the preceding sentence,
such qullfication shall continue for a
period of not less than 6 months beginning
with the first week in which such State so
quaIlles. and any State may subsequenUy
requalify upon reaching the required rate of
Insured unemployment after the end of
such 6-month period, but not such period
may extend beyond November 30, 1985.

"(2) During the period in which a State
may not enroll new individuals in its pro.
grain by reason o paragraph (1), payment
under this section may be made with respect
to Individuals prevtously enrolled in such
program until their eligibility expires, or, if
sooner, November 30, 1985.

"Ui) Any State establishing a program
under this section shall submit a report to
the Secretary on March 1, 1984, on the pro-
gram's implementation and Impact. A final
report shall be submftted in January 1986
by any State which carries out its program
for any period after September 30, 1983,
upon expiration of Its program.

"(i) The State shall provide that the pay-
ment for any services received by an individ-
ual under the program shall be reduced by
the amount of any other payment which Is
or could be made with respect to such serv-
ices under any other health plan or public
program, or from a third party, and shall re-
quire each individual enrolled in the pro.
gram to assign all r1ght to such payments
as he may have to the State as a condition
of enrolling in the program.".

(b) Section 3304(a) of the Internal Reve-
nue Code of 1954 Is amended by redes-
Ignating paragraph (17) as paragraph (18)
and Inserting after paragraph (16) the fol-
lowing:

"(17) if the State establishes a program
under section 2008 of the Social Security
Act, the State agency admlnlsterlxig the
State unemployment compensation law
shall carry out the functions required of it
under such section; and".

(c)(1) Subsection (i) of section 162 of the
Internal Revenue Code of 1954 (relatIng to
group heah plans) is amended by redes-
ignating paragraph (2) as paragraph (3) and
by Inserting after paragraph (1) the follow-
ing new paragraph:

"(2) Denial of 50 percent of deduction in
cases where employer does not provide open
enrollment if the spouse or parent or the
emp'oyee becomes unemployed.—

"(A) IN GENERAL.—In any case in which a
group health plan does not meet the re.
quirements of subparagraph (B) for any
portion of the taxable year, no deduction
shall be allowed under this section for 50
percent of the amount of the expenses paid
or incurred for such taxable year by an em-
ployer for such group health plan.

"(B) REQUIIuMENT5 WHICH PLAN Must
i—A group health p'an shall be treated
as meeting the requirements of this subpar-
agraph if, in the case of an individual cov-
ered (or eligible to be covered) under such
plan who has a qualified spouse or parent,
such plan allows such individual during the
qualified open period—

"(i) to change coverage from self-only to
family, except that in the case of a plan of-
fering different levels of benefits, such plan
meets the requirements of this c'ause even
if the change In coverage does not inc'ude
the ability for an employee to elect a higher
leve' of benefits, or

"(ii) to commence coverage for himself
and his family.

"(C) TERMs AND CONDITIONs SAME AS FOR
omExi op ENR0LLMENT5.—The terms and
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conditions of the coverage required under
subparagraph (B) during any qualified open
period shall be at least as favorable to the
ernpoyee as the terms and conditions of-
fered by the group health plan under any
other opportunities offered to employees to
commence or change coverage under such
plan.

'(D) QUALIFIED SPOUSE OR pwt.—For
purposes of this paragraph, the term 'quali-
fied spouse or parent' means the spouse or
parent of an individual who—

"(1) becomes unemployed (other than for
cause), and

°(ii) as a result of such unemployment,
loses eligibility under a group health plan of
the employer of such spouse or parent.

"(E) QUALIFIED OPEN PERI0D.—FOr pur-
poses of this paragraph, the term 'qualified
open period' means the 30-day period begin-
ning on the day on which the appropriate
State agency notifies the qualified spouse or
parent of an individual covered under a
group health plan that such spouse or
parent has become eligible for receipt of un•
employment compensation under any Fed-
eral or State law by reason of the unem-
ployment described in subparagraph
(D)(i).".

(2)(A) Except as provided in subparagraph
(B), the amendments made by this para-
graph shall take effect on the 60th day
after the date of the enactment of this Act.

(B) In the case of a group health plan
which w subject to a collective-bargaining
agreement in effect on the date of the en-
actment of this Act, the amendments made
by this Act shall take effect on the later
of—.

(i) the date under Subparagraph (A), or
(II) the date on which such agreement ex-

pfres (determined without regard to any ex-
tensions agreed to after the date of the en-
actment of this Act).

(d)(1) Paragraph (4) of section 3304(a) of
the Internal Revenue Code of 1954 (relating
to requirements for approval of State unem-
ployment compensation laws) Is amended by
strlkthg out °and" at the end of subpara-
graph (A), by adding "and" at the end of
subparagraph (B), and by adding after sub-
paragraph (B) the following new subpara-
graph:

"(C) nothing in this paragraph shall be
construed to prohibit deducting an amount
from unemployment compensation other-
wise payable to an individual and using the
amount so deducted to pay for health care
if the individual elected to have such deduc-
tion made and such deduction was made
under a program established under section
2008 of the Social Security Act;".

(2) Paragraph (5) of section 303(a) of the
Social Security Act is amended by striking
out "; and" at the end thereof and Inserting -
in lieu thereof Provided further, That
nothing in this paragraph shall be con-
strued to prohibit deducting an amount
from unemployment compensation other-
wise payable to an individual and using the
amount so deducted to pay for health care
if the individual elected to have such deduc-
tion made and such deduction was made
under a program established under section
2008 of the Social Security Act; and".

Mr. DOLE. Mr. President, what I
want to discuss just for a very few mo-
ments is the amendment I have just
introduced. Then I would hope to
withdraw the amendment.

Earlier this evening when the distin-
guished Senate majority leader (Mr.
BAKER) was proposing a unanimous-
consent request, we came to an area
where there was some agreement and
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it involved a very important program
that I had hoped to address in this
bill, It is health benefits for the unem-
ployed.

The Senator from Kansas, the Sena-
tor from Minnesota (Mr. DuItN-
BERGER), the Senators from Pennsylva-
nia—Senator HEINZ, a member of our
committee, and Senator SPECTER, who
has had an interest in this matter for
some time—Senator RIEGL, and many
other Senators have been trying to
come up with some package that we
could properly present and for which
we could have rather widespread sup-
port.

I have met with White House offi-
cials; I have met with HHS officials.
We have spent a lot of time at the
staff level trying to come up with
some package that we thought we
could sustain on the Senate floor this
evening.

I want to make it clear that I intend
to do something about health benefits
for the unemployed, but I am con-
•vinced that without administration
support, this would not be the right
vehicle.

In addition, I have made some in-
quiries on the House side, and they
have indicated that they prefer we not
attach such an amendment to this leg-
islation. But I do Intend to propose
legislation in this area as soon as possi-
ble—in fact, tomorrow.

I hope that Senators who have an
interest in either the legislation on
which we have been working together
or some separate legislation, if they do
not already have their own legislation,
might join as cosponsors.

The loss of health benefits by those•
who have lost their Jobs Is a serious
issue and one that should be addressed
by our committee.

As I have indicated, we considered
offering this proposal as an amend-
ment to 5. 1, but I honestly believe
that the proposal warrants hearings,
so that those who are Interested can
comment and make suggestions as to
how we might Improve this proposal.
Our proposal is not the only way to
proceed. It Is just one option, but one
that we beUeve makes some sense.

The point, Is that we have a problem,
which I hope will be short-lived, but it
is one that must be dealt with. We
cannot postpone it. Someone might
say that we should postpone it to
June, July, or August. We will still
have the problem, and in the mean-
time, hundreds of thousands of people
are without health coverage. It is a
matter of great urgency, and we
should face it at the earliest possible
time.

GENERAL CONCEPT OF PROPOSAL TO COVER THE
UNEMPLOYED

Under the proposal, title XX of the
Social Security Act would be amended
to provide certain unemployed work-
ers and their immediate families with
inpatient and outpatient hospital serv-
ices, physician services, except for
nursing home care, and prenatal and
post-partum care. Coverage under the
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State administered program would be
voluntary on the part of unemployed
workers and their dependents. States
could require payment of an enroll-
ment premium for such coverage.

States would be entitled to Federal
matching payments fer the costs of
benefits for enrolled unemployed
workers and their dependents up to a
maximum payment amount for each
State determined by a special alloca-
tion formula. The allocation formula
takes Into account State insured un-
employment rates in comparison with
the nation1 unemployment rate and
other factors.

The program would begin on June 1,
1983, with all States entitled to Feder-
al matching payments to finance the
program through September 1983. Be-
ginning on October 1, 1983, only
States with insured unemployment
rates—determined on the basis of a 3-
month moving average—at or above 4
percent could elect to continue to re-
ceive Federal matching funds. The
program would end on May 31, 1985,
with any fund allocation balances re-
maining available for 6 months to fi-
nance program benefits for those still
on the rolls.

PUBLIC SECtOR PROVISION

Program eligibili . Unemployed
workers, and their immediate family
members, who are entitled to receive
benefits under a State unemployment
compensation system and who were
enrolled In an employer or other
group health benefit plan when they
lost their jobs, would be eligible to
enroll in the program. Entitlement to
unemployment compensation means
entitlement to receipt of regular State
unemployment benefits, Federal sup-
plemental program benefits or bene-
fits provided under the extended bene-
fits program.

This provision would allow States to
provide coverage to anyone who had
received Federal supplemental bene-
fits in the past and those who would
again receive these benefits as a result
of the FSC extension contained in S.
1. So those who have, as of the date of
enactment, exhausted regular unem-
ployment compensation benefits and
extended benefits, but had received
FSC benefits, would be eligible. This
could cover people who had received
benefits as far back as December 1979.

For those who elect to enroll, cover-
age under the program would begin no
sooner that 6 weeks following the
week in which the unemployed worker
is first entitled to unemployment com-
pensation benefits and has applied to
enroll in the unemployed health bene-
fits program. States could at their
option, establish a longer waiting
period before coverage first begins.

Coverage under the program would
end no later than 6 months following
the date on which the eligible worker
is no longer entitled to compensation
benefits or for a lesser period at the
option of the State, or 1 month after
reemployment, whichever occurs first.
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Eligible workers would have to sat-
isfy the State agency administering
the program that they, and, if appro-
priate, their dependents, were enrolled
in an employer or other group health
benefits plan at the time they lost
their jobs. It is expected that States
will rely upon the broadest possible
evidence of such previous enrollment,
and may, upon their election, satisfy
such requirement by obtaining a decia-
ration from the worker of such previ-
ous enrollment.

Benefits: Program benefits would be
limited to inpatient hospital services;
emergency outpatient hospital serv-
ices; physician services, including
those provided in health clinics and
hospital outpatient departments, but
excluding those provided in connec-
tion with nursing home care; and pre-
natal and post partum care, which
may be provided by a hospital, physi-
cian, clinic, or nurse midwife.

No coverage is available for prescrip-
tion drugs or biologicals, except those
provided on an inpatient hospital
basis.

States may determine the amount,
duration and scope of covered services.
However, in no case may the benefits
offered under this program exceed
those offered under the State's medic-
aid program for the categorically
needy.

States would be allowed to provide
for cost-effective financing and deliv-
ery structures, and to contract with
specific providers for the provision of
covered services to the enrolled popu-
lation. State's electing this option
would be limited to contracting with
providers eligible to serve the States
medicaid population.

Payment could only be made for
services provided on or after the date
the State begins participation in the
program and only on behalf of eligible
enrolled individuals.

Premiums: The plan permits the
State to establish a premium for
health care coverage equal to an
amount no greater than 8 percent of
the individual's weekly UC benefit.
Separate premium schedules could be
established for self-only and family
coverage.

Patient cost sharing: The proposal
would permit a State to impose cost
sharing—that Is deductible and coin-
surance—requlrements after public
hearings for whicI adequate notice
and opportunity for public participa-
tion have been provided. Cost-sharing
requirements could not, on the aver-
age, exceed 10 percent of the State's
average monthly UC benefit. Further.
no cost sharing could be required f or
prenatal or post-partum care.

The proposal would permit deducti-
bles and coinsurance to be applied on
a differential basis with respect to the
target population, services provided,
provider arrangements and the cover-
age period.

The proposal would require that all
premium and cost-sharing revenues



March 23, 198
must be used to offset the State share
of program benefit costs, to provide
covered services to eligible individuals,
or to reduce the cost sharing require-
ments placed on eligible individuals.

Reimbursement: The proposal wou1d
require States to utilize the same reim-
bursement mechanisms currently uti-
lized under their medicaid programs.
They could, within that limit, choose
to use a variety of arrargments, in-
cluding captation, as long as no ar-
.rangement is more generous than
those provided to their medicaid cate-
gorically eligible. Providers would be
required to accept the program's pay-
ment s payment In full tor covered
services except for any required cost-
sharing amounts.

Administration: State unemploy-
ment offices would be responsible for
determining program eligibility.

Upon initial application for unem-
ployment compensation benefits, or
after enactment for those already on
the unemployment compensation
rolls, a worker would be informed of
his potential eligibility for health
benefits under the open enrollment
opportunity provided his working
spouse or parent and under the State-
admlntstered program. He would then
be allowed a 4-week period in which to
elect or decline coverage under the
State program. Once covered, an mdi-
ridua1 could opt out of the program at
any time. However, once out he could
not reenter until he again became eli-
gible for a new benefit year as defined
under the State unemployment com-
pensation program.

The State unemployment compensa-
tion office would Inform the individual
oncernthg the date of eligibility, and
the actuarial value of the benefits pro-
vided Premium payments, at the
option of the State, would be deducted
from the individual's unemployment
compensation check. Alternatively,
the State would be permitted to estab-
Ush some other collection mechanism.
The administration of the health
benefits provisions under this program
would be the responsibility of the
State agency established or designated
to adzninister the State's medicaid pro-
gram.

Federa1/Sate funding: Under the
program, $750 million in Federal
matching funds would be authorized
or the 12-month period beginning
June 1, 1983, aiid $750 million for the
12-month period beginning June 1,
i94.

All States would be entitled to Fed-
eral matching payments to finance the
program through September 1983. Be.
ginning on October 1, 1983, only those
taes with insured unemployment
rates, based on an average of the pre-
ceding 3 months, equal to or exceeding
4 percent could elect to participate.
Any State making an election after
Septethber 30, 1983,. would be guaran.
teed participation in the program for
at least 8 months, not to go beyond
May 31, 1985, regardless of any change
n its Insured unemployment rate.
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A State participating in the program

would be entt1ed to Federal matching
payments for the costs of services pro-
vided to umempayed workers and
their iamlies up to a cap amount de-
termined by the allocation formula.
Funds would be allocated at the begin-
ning of each program year although
the States wcuid not be provided the
money i lump sum at that time.
FUndS would be expended in adminis-
tratve1y the same manner as they are
under the States medicaid program.
At the nd of the second year, individ-
ual State fund allocation balances re-
maining would be available for 6
imnths to expend on already enrolled
beneficiaries whose coverage periods
have not expired.

The Federal matching rate would be
80 percent for States with insured un-
employment rates below 5 percent,
and 95 percent for States with IUR's
equal to or greater than 5 percent,
during the initial 4-month and any 6-
month participation period beginning
after September 30, 1983. The match-
ing rate would remain stable for a par-
ticipation period unless the rate was
80 percent and the State's IUR rose to
5 percent or greater, based on a 3-
month moving average. In that case
the Federal matching rate would be
increased from 80 to 95 percent for the
remainder of the period.

Any State which experiences a break
in program articipation because their
ITJR falls below 4 percent based on a 3.
month moving average, would be re-
quired to stop enrolling eligible Indi-
viduals. Federal matching at the rate
in effect at the time of the break in
participation will continue to be pro-
vided for services to enrollees until
their State determined individual cov-
erage ertod expires, but In no case
beyond November 30, 1985.

Under the program, $150 million
would be authorized for the 12-month
period beginning June 1, 1983 and
$150 million for the 12-month period
beginnrig June 1, 1984 to cover the
costs of program administration. Up to
$70 million would be allocated each
year to each &ate by the Department
of Health and Human Services to
cover the costs incurred by the State's
medicaid agency in administering this
program. $80 million in each year
would be allocated by the Department
of Labor to the State unemployment
programs for their administrative
costs. All States participating in the
programwou1d be required to report
to the Department of Health and
Human Seri'ces (HHS) by March 1,
1984 on the program's implementation
and impact on the target population.
A fina' report due in January of 1986
would be required of all States that
participate in the program after Sep-
tember 30, 1983.

Benefit dollars allocation formula:
The Secretary of HHS is directed to
allot amounts appropriated under the
act for services for any year among
the States a follows:
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First, one-half on the basis of the
number of insured unemployed in
each State to the total number of in-
sured unemployed in all States:

Second, one-half on the basis of the
number of persons unemployed for 26
weeks or more in each State to the
total number of such persons in all
States.

Allotments are to be determined on
the basis of the most recent 12-month
period, preceding the month of the de-
tertninaton, for which adequate data
are available.

PRIVATE 5ECTOR PROVI5ION

Special open enrollment provision:
Under the proposal, employer-spon-
sored—and other qualified group—
health benefit plans would be subject
to a loss of 50 percent of the deduction
for employer-provided health care
costs if they fail to provide an open
enrollment opportunity for persons to
change from self-only to family cover-
age or to commence coverage for him-
self and his family. By providing these
opportunities to certain workers, we
are hoping to avoid the situation
where a worker or a worker's family
loses, or will lose, group coverage be-
cause the second worker in the family
is laid off or involuntarily separated
from his job—other than for cause.
The provision would permit such open
enrollment for a 1-month period fol-
lowing the date of notification to the
employer of the second worker's eligi-
bility for receipt of unemployment
compensation. Since the determining
event, namely, job loss, Is unrelated to
the health status of either the depend-
ent or the laid-off worker, virtually no
adverse selection should develop for
the emp'oyer of the dependent person.

Coordination of benefits: Any bene-
fits for which an individual or family
is eligible under the new health bene-
fit program for the unemployed would
be reduced to the extent that support
or payments for items and services are,
or could be, made under any other
group hea1th insurance plan, public
program providing benefits to such in-
dividual or family member, or by any
third party. An assignment of rights,
to any support or payments for medi-
cal care from any third party must be
made at the time coverage Is elected.

Mr. President, I understand that
other Senators want to make com-
ments. I emphasize that I know that
some Members may desire to pursue
this matter, notwithstanding the com-
ments of the Senator from Kansas. I
again indicate that we are serious
about the proposal. It is a need that
should be met. There will be hearings
at the earliest possible time. I am cer-
tain that what I have outlmed in a
brief fashion could be improved.

I do not believe we should give the
American public the idea that we do
not view heaith benefits for the unem-
poyed as a very serious issue—to con-
sider a solution to this problem in
such a hasty fashion does not do jus-
lice to the complexities of this issue.
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That is why I hope we might get some
agreement tonight that we would have
hearings.

Let there be no mistake about my in-
terest in working out a solution, but I
think all the parties involved should
have an opportunity to comment.
That is the purpose of public hearings.

Adoption of this amendment this
evening means the House has had no
opportunity to review any aspect of
this new program, and are likely to
object to its consideration at this time.
We should have an opportunity to
work something out that is amenable
to both sides—a late-night, last-minute
conference Is not the place to do that.

I have a commitment from the ad-
ministration o work with us closely in
drafting a proposal. I think we should
give them this opportunity.

I did discuss this matter with some
who will be House conferees, and I
hope we will not include this provision
In this bill, because the House is still
In the process of trying to put togeth-
er a package. They have not had suffi-
cient hearings.

As I indicated earlier, I have been
unable to receive a commitment from
the administration on this proposal,
but I do have a commitment from the
administration that they will try to
work with us on developing a compre-
hensive proposal.

And we will await that assistance
and if it is not forthcoming we will
proceed with hearings, and I am cer-
tain we will have the opportunity then
to hear administration witnesses and
others.

Mr. President, having made that
statement, and I know others may
wish to comment, I am happy to yield
the floor.

Mr. HEINZ. Mr. President, will the
Senator yield without losing his right
to the floor.

Mr. DOLE. I yield.
Mr. HEINZ.. Mr. President, I might

say I am intimately familiar with the
amendment the Senator from Kansas
has sent to the desk. It represents the
work of about 2 or 3 months of con-
certed effort on the part of my col-
league from Pennsylvania, Senator
SYECTR, my colleague from Minneso-
ta, Senator DURENBERGER, and myself,
together with the Senator from
Kansas, Senator Dor.

It is in many respects quite similar
to the bill introduced by Senator SPEc-
ER and myself a week or so ago. It is
somewhat similar in concept, slightly
less expensive in terms of cost.

It is my understanding that, and if
the Senator from Kansas will yield,
his amendment would cost roughly
$900 million a year. Is that correct?

Mr. DOLE. The Senator is correct.
Mr. HEINZ I happen to think we

need a program such as this. I am
pleased the Senator from Kansas has
indicated his interest and a commit-
ment to moving ahead in this area.

I think the amendment he has sent
to the desk, although he intends to re-
trieve it shortly, is responsible In every
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respect. It will meet the pressing rnedi
cal needs of the jobless and their fami-
lies who cannot obtain affordable
health insurance coverage. The Sena-
tor from Kansas made the point that
perhaps this is not Cadillac coverage
in terms of the benefit package, but
let me assure him it will provide a very
meaningful package of health benefits
for people who right now have no
benefits at all.

In my home State of Pennsylvania
we have 716,000 Pennsylvanians who
are unemployed and in nost cases,
they have no access to affrdab1e
health inurance. Pennsylvania us reel-
ing from layoffs in steel, mining, tex-
tiles and related industries. My State
is fast approaching an insured unem-
ployment rate of 8 percent.

It is also my understanding that
States particularly hard hit In terms
of unemployment would get a little b!t
more of a break under this proposal.
Such States only will have to come up
with 5 percent matching funds to par-
ticipate in this program. This program
is maybe 95 percent o the health cost,
as I understand it, 100 percent of the
administrative cost. Is the Senator
from Pennsylvania correct In that
regard'

Mr. DOLE. Yes.
Mr. HEINZ. I. have listened carefully

to the Senator from Kansas and hope
to have his attention shortly because I
am concerned about the extent to
which we—

Mr. DURENBERGER. Mr. Presi-
dent, does the Senator care to yield
until the Senator from Kansas re-
turns?

Mr. HEINZ. I will yield without
losing my right to the floor.

Mr. DURENBERGER. I will get the
attention of the Senator from Kansas.

Mr. HEINZ. I wish to say this before
I yield.

Mr. DURENBERGER. All right.
Mr. HEINZ. I hope irrespective of

what the Senator from Kansas does
here tonight, that the administration,
which has not been very forthcoming
in their support for what I believe Is
an essential legislative mitiative, will
realize there are a group of Republi
can Senators in this Chamber who are
very committed to doing something in
this area. We would rather do some-
thing with them than without them.
We do not want to get the hopes of
unemployed people up to see them
dashed by Presidential veto,

if that is the road that we are forced
to go down, then each will choose our
own paths. I know where I will be
compelled to go, which is toward
making sure that my constituents are
not left out in the cold freezing with-
out a home, and without access to
health care services.

I do hope the administration will
listen carefully and look carefully at
tonight's debate; because unless we do
something soon, we are going to cause
an irreparable amount of harm.

I am happy to yield to the Senator
from Minnesota.

March 28, 1988
Mr. DTJRENBERGER. I thank my

colleague.
Th PRESIDING OFFICER. The

Senator rorn Minnesota is recognized.
Mr. (RENBERGER. Mr. Pres•

dent. 1i e begin by expressing my
apprec. I n to the two Senator from
Penns:I 'Ja for their broad efforts ir
the area oi Lhe problems that face the
unemployed in this country and to
thank our co)Jeague, the chairman o
the Finance Committee, for his efforts
and for introducing this amendment.

Let me just start with the comments
the Senator from Pennsylvania made
about berng forthcoming.

Look around the Chamber. Not only
are the galleries empty but the Cham
ber is aiso. I imagine that when Sena-
tors and Congressmen return to their
States, with the hundreds of thou-
sands of unemployed persons, the
speeches about the plight of the Un-
emp1oyd flow readily from their lips.
That is why it is unfortunate that
there are only a few Senators here to
discuss this very, very important issue.

It is also unfortunate that no one
has endeavored to address the subject
before now. Unemployment has been
with us for'a long time, and the lack of
health care coverage for persons who
are unemployed and their families has
been with us for a long Ume.

I presume that one of the reasons
health care coverage is a more di1fi
cult problem for people today than It
has been in the past is that health
care costs have risen so high. The
senior Senator from Pennsylvania. be-
cause of his long commitment to
health care policy Issues, recognizes
that finally Congress Is addressing the
role that 1ndIvduaIs play, the role
that the insurance companies play,
the role that doctors, hospitals, and
the Government through its medicare
and medicaid programs have to play $n
doing somethmg about the high cost
of health care.

I happen to think that despite the
fact that only 2 or 3 months have been
spent on the specifics of this bill, it Is
an excellent piece of legislation. Were
it not for the fact that we are amend-
ing this particular piece of legislation
and the problems that were referred
to by the Senator from Kansas, I
would strongly recommend it as a
very good program that will provide
health care for unemployed Americans
and their families.

The reason it is a particularly good
amendment and the reason that I
intend, as a chairman of the Senate
Finance Committee's Health Subcom
mittee, to start hearings on this sub
ject, whether the administration is
forthcoming or not, and why I intends
as I am sure the Senator from Penn-
sylvania does, to press the chairman of
this committee to report out a bill
within the next several months is very
simply that this amendment proposes
to build health care for unemployed
of f of the very same principles that
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have guided employers in establishing
health plans for their employees.

Seventy-five percent of the work
force secures health insurance cover-
age through their place of employ-
ment.

The work setting has proven to be
an excellent access point for families
all over this country for obtaining
health insurance. It is the employers
of this country who have developed in-
novative approaches to health care, to
insurance protection, to multiple
choice of health plans, to weilness
classes, to rewards for preventive
health care, to coverage for ambula-
tory surgery, preadmission testing,
and utilization review. All of this grew
not out of the medicare system or the
medicaid system but because of the in-
volvement of employers in improving
the quality of health care for their
employees.

Employer-based health insurance
has its advantages. But it has disad-
vantages too, the major one being that
when an employee loses his or her job,
he or she also loses health insurance
coverage.. The CBO estimates that
nearly 11 million Americans now lack
health insurance coverage because the
family breadwinners have lost their
jobs.

For many, the loss of adequate
health insurance is the most unnerv-
ing consequence of unemployment. It's
one thing to postpone the purchase of
clothes, appliances, or an automobile.
But if a child needs surgery, there's no
postponing that. And without health
insurance, the costs associated with a
major illness can be staggering.

The program that is being offered
tonight and that will hopefully be
back in the Chamber within a matter
of months, is designed to ease the
health insurance gap caused by unem-
ployment.

It is not intended to be a final solu-
tion, and it is not intended to be na-
ional health insurance. It is a stopgap
measure designed for a particularly
acute problem. It is a very good blend
of public and private initiatives, and it
achieves what I think is a balanced so-
lution to the problem.

On the private side, the proposal es-
tablishes a new condition under which
an employee may change coverage in
his health plan. If an employee's
spouse loses a job—and with it health
insurance coverage—then the employ-
ee will be allowed to change to family
coverage, provided the employer offers
it. Most employees now have the
option of switching to family coverage
when they get married or have a child.
Now they will have the same option if
their spouse loses his or her job.

On the public side, the Federal Gov-
r.ryjrnent will make $750 million availa-
ble to the States in each of the next 2
years through Title 20 of the Social
Security Act. Dollars will be allocated
to the States based on a formula
which measures long-term unetnploy-
ment. Thus, the States which carry
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the heaviest burden of long-term un-
employment will get the most money.

States will be required to ue exist-
ing programs in spending the money.
Thus, no new administrative struc
tures are created. Eligibility will be de-
termined through the unemployment
compensation system, and health
benefits will be managed and paid for
through the State's fiscal function es-
tablishedunder medicaid.

States will also have the option of
generating additional revenue for the
program by requiring a premium pay-
inent and imposing modest cost shar-
ing. In no case may a premium pay-
ment exceed 8 percent of an individ-
ual's unemployment compensation
check. And coinsurance and deductible
amounts are limited to 10 percent of a
State's average unemployment check.

As you can see, the program is based
on the employer model of health in-
surance. Eligible individuals have the
option of signing up for coverage, just
as they do in the private sector. If
they do sign up, they may have to
make a premium payment, which
would be deducted from their unem-
ployment check. And they could be re-
sponsible for modest coinsurance and
deductible payments, much as individ-
uals are in the private sector. Finally,
States are encouraged to develop com-
petitive alternatives to traditional in-
demnity protection, so that the unem-
ployed could have a choice of health
plans similar to what many active
workers now enjoy.

The simplicity of this program is its
strength. It requires no new massive
administrative bodies. It is countercy-
clical in that it provides more money
to those States with the most unem-
ployment. And it is limited in scope. It
is designed only for the unemployed,
and it is scheduled for a phaseout in 2
years—after our country has pulled
itself out of this recession.

As the chairman has indicated, we
are not putting these people into any
kind of a medicaid program or welfare
program. We are simply suggesting
that States use their fca1 interme-
diary responsibility that they already
have in the medtcaid program to do
the buying of health care coverage for
persons who are unemployed.

Mr. RIEGLE. Mr. President, will the
Senator yield briefly at that point for
a question?

Mr. DURENBERGER. I will yield
for a. Question.

Mr. RIEGLE. I share the Senator's
concern, as he knows, bn this issue,
and I feel as deeply about it as he
does, as others who have spoken.

I am wondering why it is—I know
the Senator is the chairman of his
.subcominitiee—with so much, as you
pointed out in your own remarks,
being done on it we cannot go forward
with it tonight? We have a vehicle; we
have an urgent need in the country.
Those of us who have worked on it un-
derstand the issue fully; it is well un-
derstood. Employees have been led to
believe that some help is going to
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come their way on this health require-
ment of this kind; why Is it we cannot
go forward at this point right now?

Mr. DURENBERGER. If I may, I
will speak only for myself with regard
to that particular issue. As I have said,
I believe the amendment that has
been presented on this bill is a very
good amendment. It is based on a
blend of public and private initiatives,
and it utilizes the concept of a premi-
um and other cost-sharing require.-
ments. But that is only part of how we
would like to address this problem.

We have not fully addressed the em-
ployer-based opportunities to extend
continuity of coverage In health insur-
ance programs. This Is an area we just
did not have time to fully explore.

So, in effect, what we have done
with this amendment is to show how
the unemployment compensation
system may be used to meet this need.
But there Is another half of it, which
is what the employer can do to pro-
vide—at even less expense—continuity
of coverage during people's periods of
unemployment. It is probably this
kind of combination that would make
the most sense for the country, and
this is one of the reasons I am com-
fortable with the chairman's sugges-
tion that rather than try to grapple
with all these possibilities now, we ex-
plain it here tonight, we ta]k about it,
and then, we go to hearings and
markup. The end result wifi be a much
improved bill.

Mr. RIEGLE. Mr. President, will the
Senator yield further for one other
question?

Mr. DURENBERGER. I will.
Mr. RIEGLE. I am sure the Senator

is aware that the Congressional
Budget Office estimates there are over
10 million Americans tonight, both un-
employed workers and their depend-
ents, who have lost this health care
protection, and they are out there
right now as we are meeting and dis-
cussing this issue, and they really ueed
help now. I mean they have pressing
medical problems.

Everybody on this floor at one time
or another in their own personal or
family experience has been through
medical emergencies where we have
needed help right then and, In fact,
there are people on this floor who
would not be alive were that help not
given at that time, and I happen to be
one, and it is true of many others
here.

I do not know what we say to those
families who are in that circumstance
right now, in desperate financial
straits, needing this health care, want-
ing our apabilit,y to act, I do not see
how we cannot act now.

What we are talking about is a long
time elapsing, and it will be weeks,
perhaps months, before we get back to
it. I am really troubled about that.

We really have a well thought-out
proposals here. I presented some, the
Senatcr from Minnesota has given
leadership on this, and the chairman
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of the Finance Committee has, and
the Senators from Pennsylvania. But I
just do not know how we justify the
fact that there are people out there
right this minute who desperately
need this kind of response from us
and, In a sense, we are sidestepping
the issue and letting the clock run I
think for an unconscionably long
period of time. I guess I do not under-
stand why that is necessary, given all
the work that has been done here.

Mr. DtJRENBERGER. I would re-
spond by saying that I share that con-
cern. The States represented on the
floor right now certainly represent the
regions that are heavily populated
with basic industries that are failing.
In the short term it is very difficult
for us to promise a great deal of relief
via the employment route.

But so far as this Senator is con-
cerned, my concern is twofold: One, it
may be a well-thought-out plan, but it
has been thought out by a few people
like me and Senator HEINZ and a few
others, and I do not know that we are
necessarily the best thinkers in this
country.

On the other hand, I would say that
when we do go to the Americai people
with a plan, I want to be able to indi-
cate to them• that the plan Is a com-
mitment, a national commitment, to
build a program providing for health
care for the unemployed. I think we
ought to be totally confident that this
is the best kind of a program we put
together.

We should have a plan we are totally
confident with. We should not come
back next fall and start tinkering with
it, or next year and start playing with
it.

It is for that reason I feel we should
take a little time and work to improve
this plan.

Those who have been unemployed
for 1 year, for 2 years or even longer
need our assistance now. Last week
the Senate passed the jobs bill. Now
we have the opportunity to lend an-
other helping hand to the unemployed
by giving them the peace of mind that
comes with health coverage. I urge my
colleagues to work with us in further
refining and forging a proposal.

The PRESIDING OFFICER. The
Senator from Colorado.

Mr. ARMSTRONG. Mr. President, I
would be glad to defer to the Senator
from Pennsylvania.

Mr. SPECTER. I thank the distin-
guished Senator from Colorado for
yielding to me.

The presentation by the distin-
guished Senator from Kansas was
most eloquent in his outline of the
need for health coverage for the un-
employed and in his outline of a pro-
gram to meet that need.

My colleague from Pennsylvania,
Senator HEINZ, my colleague from
Minnesota, Senator DURENBERGER,
Senator DOLE and I have been discuss-
ing this matter for the past several
days, and it is apparent from the text
of Senator Doi's speech that it could

have gone either through an advocacy
approach, an amendment to this bill,
or simply a limited move forward and,
as he has indicated, a withdrawal.

But my sense of the situation is that
the unemployed •who are without
health benefits have been asked to
wait too long already. The statistics
have already been outlined, and Sena-
tor HEINZ has stated the statistic in
Pennsylvania is several hundred thou-
sand.

Senator HEINZ and I have collabo-
rated for the past several months on a
health program, and its importance
was emphasized to us when we were in
Midland, Pa., about a month ago. We
had a high school auditorium full of
people who emphasized that health in-
surance was their No. 1 concern, even
above the rising cost of fuel. and the
unemployment problem generally.

In that context, we have been press-
ing Senator DOLE to try to come for-
ward with an amendment which would
be attached to this bill at this tIme

One of the difficulties is to attract
the attention of the administration,
and I think we have to some extent at-
tracted their attention at this time.
But my thought is we ought to pro-
ceed to move on this amendment now.

I ask the distinguished Senator from
Kansas if we do not press an amend-
ment and press it to a vote, how soon
can we have the meeting which the
White House officials have stated they
would be willing to undertake? I also
ask whether such a meeting can be ac-
complished this week?

Mr. DOLE. The Senator from
Kansas is willing to meet this week. If
we can dispose of this bill tonight and
go to conference tomorrow we can
meet as early as Friday, and the Sena-
tor from Kansas and, I think, the Sen-
ator from Minnesota, who is chairman
of the subcommittee, are certainly
willing to commence hearings soon
after we return. The Senator from
Kansas may be tied up on withhold-
ing, but I am serious about the com-
mitment, I can tell the Senator from
Pennsylvatiia.

I have tried o make my case. Again
I cannot quarrel with those in the
White House who have overall respon-
sibility because they Just have not had
time to focus on it.

They do not suggest that ours is a
bad idea. They just have not had a
chance to make a judgment.

So what I hope we would do is to
make it clear this evening, as we
have—I think the record is very
clear—that we are going to move
ahead with or without a stamp of ap-
proval.

Mr. SPECTER. Will the Senator
from Kansas yield for a question?

Mr. DOLE. Yes.
Mr. SPECTER. What timetable

would the Senator from Kansas be
willing to commit to move ahead with
or without a stamp of approval from
the administration?

Mr. DOLE. In visiting with White
House officials today, they indicated
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they would be prepared to come for-
ward and help us—that is not to say
they will agree with everything we
do—to put together a package in the
immediate future. I assume we are
talking about some time right after we
come back.

Mr. SPECTER. Would It be possible
to have such a meeting with the White
House officials yet this week on
Friday, as was originally stated, and
have a commitment for hearings for
the week when we return, which
would be Tuesday, April 5, sometime
during that week?

Mr. DURENBERGER. Mr. Presi-
dent, keeping in mind that the week
we come back I have 3 days of hear-
ings in the Governmental Affairs
Committee, if it would not be too
much trouble to the Senator from
Pennsylvania to use the second week
after we come back, I cannot recall
what we are having that week, but we
will try to postpone those, and I would
be happy to do it in that second week.

Mr. SPECTER. If the Senator from
Minnesota would commit to that kind
of timetable and If we could meet on
Friday with the administration offi-
cials.

Mr. DOLE. Mr. President, the Sena-
tor from Kansas will be in town Friday
and certainly will be willing to arrange
a meeting with the appropriate off i-
cials. I understand Secretary Heckler
has made a number of calls today. I
was not able to return the calls, but I
think she has indicated an interest in
us not moving ahead tonight, but at
least some commitment that she
would be helpful.

Mr. DURENBERGER. The Secre-
tary made that commitment to me and
she may have to the Senator from
Pennsylvania, also. I am available on
Friday.

Mr. RIEGLE. Will the Senator from
Kansas yield?

Mr. DOLE. Yes.
Mr. RIEGLE. Would the Members

on this side of the aisle who happen to
have an interest in this matter have
an opportunity to participate in that
meeting? I do not presume we would
not, but I would like to make sure that
we have a chance to participate.

Mr. DOLE. Mr. President, I was only
responding to the question of the Sen-
ator from Pennsylvania. Obviously, as
far as this Senator is concerned it
would include everybody who has an
interest. There may come a time when
we will have to visit privately with the
administration, as you will under-
stand.

But I have no pride of authorship. I
think there is a need that must be
served. So the Senator from Kansas
believes this is the best way to pro-
ceed. We believe we have a good idea.
The Senator from Michigan has good
ideas and other Senators have good
ideas. But it may take some refine-
ment. Obviously, it will take some
hearings, bringing in the private
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sector, the public sector, the adminis-
tration officials, and others.

The answer Is yes.
Mr. BRADLEY. Mr. President,

during Committee consideration of
this bill, I offered an amendment that
was adopted that amends the title of
this bill dealing with unemployment
insurance benefits. It amends the Fed-
eral-State Extended Unemployment
Compensation Act of 1970, and I intro-
duced it because of my concern over
recent happenings to individuals
across the country: the amendment
will correct an inequity that exists in
the program.

AU across the country, Mr. Presi-
dent, individuals are being denied
their extended unemployment bene-
fits for up to 1 month because they
were hospitalized or were serving on
jury duty. This Is because they were
not engaged in an active search for
work, as defined in the law.

The amendment that I am offering
today amends the provision of the ex-
tended benefits program that requires
an active search for work to allow an
individual who is hospitalized with an
emergency or life-threatening condi-
tion or a person who has been legally
called to serve jury duty, to continue
to collect his or her unemp'oyment
benefits and not be terminated for 1
month. Although we should encourage
unemployed individuals to seek work
wherever they can find it, we should
not penalize those who are clearly
unable to search for work. This legisla-
tion would go a long way toward cor-
recting this inequity.

My amendment will allow States to
provide coverage under the extended
benefits program to the extent that it
is provided by the States in the regu-
lar State program. It is a modification
of legislation introduced in the House
of Representatives by Representative
CONTE of Massachusetts arid in the
Senate by Senator TSONGAS, and I urge
the conferees on this bill to include
this amendment in the conference
agreement.

Mr. President, I rise in support of
Senators HEINZ and DoLE's proposal
that provides health insurance for the
unemployed. Because of sharply rising
unemployment in the United States,
growing numbers of workers and their
families have lost their employment-
based group health benefits and their
employers' contributions toward the
costs of such important protection. Al-
though the loss of employer provided
group health insurance is not a new
phenomenon, the absolute number of
workers who have lost their jobs and
the duration of such unemployment is
unprecedented in modern times and
makes the matter of particular nation-
al concern.

In February of 1983, the national
unemployment rate was 10.4 percent.
Though slightly lower than last year's
figures, which reflected the largest
number of unemployed workers since
1940, the number of unemployed per-
sons remains at an astronomically
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high 11,490,000. CompoundIng this
problem, is the increase in the dura-
tion of unemployment. In 1981, the
average Jobless man or woman re-
mamed unemployed for 12 weeks, in
1982 this figure increased to 18 weeks,
and this year that figure has risen to
19 weeks. Since those who are unem-
ployed for a short period of time gen-
erally do not lose health benefits, this
increased duration of unemployment
is of vital concern to me. A study in
1975 indicated that 50-60 percent of
unemployed workers lost their health
insurance for 22 weeks mainly due to
the duration of unemployment.

Exacerbating this problem is the
lack of continued employer contribu-
tions toward the cost of health premi-
ums. Although by 1980, 29 States re-
quired group health plans to allow an
employee to continue Insurance after
leaving a job, none mandated that em-
ployers continue any contribution to
the cost. As a result, workers are
forced to finance continuation or con-
version of their group policy on their
own. However, the costs of doing so in-
variably cost more. than someone who
is out of work can afford. In addition,
usually existing public health care
programs are unavailable to the unem-
ployed, since they are targeted toward
other specific population groups. For
example, medicare Is limited to the
aged and seriously disabled. State
medicaid programs have eligibility re-
quirements which preclude most un
employed workers and families from
obtaining benefits, and the Veterans'
Administration can assist only selected
numbers of those who lose employ-
ment-based health benefits.

The burden of providing the much
needed health care services has fallen
mainly on our public hospitals and
community clinics. Last week in the
jobs bill we added some needed funds
for those who are providing care for
the unemployed but that was hardly
enough to plug the hole in the dike.
The projected slow economic recovery
gives no hope for our Nation's unem-
ployed. We must give them the contin-
ued health care provided in this pro-
posal.

I am pleased that this amendment
gives special attention to health needs
of pregnant women and children—the
most vulnerable in our society. By pro-
viding for pre- and post-natal care, we
can assure some protection at this
most crucial juncture of life. Although
I would have preferred that no level of
matching funds be reqtiired of the
States, the formula used is sensitive to
those States with the greatest fiscal
burden and human need.

I am pleased to cosponsor the Dole!
Heinz amendment to provide a means
of health insurance to the unem-
ployed and their dependents. While
this proposal is more modest than
what I would have liked, it is impor-
tant to get assistance out to the mi1
lions of unemployed now. Those with-
out care tonight cannot wait any
longer for help. I am sorry we will not

S 3755

be voting on this amendment tonight,
I appreciate the commitment of the
chairman of the Finance Committee
that we will act on this matter shortly.

Mr. PRYOR. Mr. President, will the
Senator yie'd so I may ask the Chair a
question?

Mr. DOLE. Yes.
Mr. PRYOR. How long have we been

on this amendment, Mr. President?
The PRESIDING OFFICER.

Thirty-seven minutes.
Mr. PRYOR. Mr. President, just

speaking for this Senator, I thought
we were all going to try to pass this
bill tonight. I enjoy hearing all of my
colleagues and I tifink they are very
eloquent. I would only suggest, if we
are going to have hearings on this
issue, and a lot of us are interested in
that, that we do it some morning at 9
a.m. rather than 9 p.m. That Is just a
modest suggestion. I would just like to
urge, if we are going to vote on this,
let us vote on it. If we are not, let us
withdraw it. Is that a proper sugges-
tion?

Mr. CHILES. Mr. President, I join
with that. I think we have been here
long enough. Maybe we should just
vote on this. Why not stay a little
longer and vote?

Mr. DECONCINI. Mr. President, it
really troubles me—I do not know
about the rest of you—but we are only
a few months Into the 98th session of
Congress. We have an employment
part of this bill that is necessary and
all of a sudden it has been thrust upon
us if we do not pass this whole blasted
thing this week that the Nation is
going to come to a halt. I do not know
about everyone else, but I have a few
things I would like to do and I suspect
others here would not mind spending
a little time with their families or
maybe doing some work someplace
else.

I think we are looking foolish hang-
ing around here until 11 o'clock at
night, night after night, trying to pass
a bill that does not have to pass this
week.

Mr. LONG. Mr. President, I hope
that Senators will be more tolerant
and give us the benefit of a little more
of their patience. I believe we are
going to go to third reading on this bill
shortly. I am convinced the committee
chairman is doing the very best he can
to bring this matter to a decision. I
hope that Senators could just indulge
us just a few more minutes. I believe
we can resolve these things and be on
third reading.

I urge everybody to please be brief,
even if they are for amendments. I
know that is not very considerate for
me to say that because I have already
had my say on my amendments.

Mr. DOLE. Mr. President, we frit-
tered away about 36 hours on with-
holding. This is at least as relevant.
There are people out of work, people
that do not have health care coverage.

When the Senator from Kansas of-
fered the amendment, I said I was not
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going to press it, but I wanted to dis-
cuss. it, as other Senators do with
amendments. Most demand rollcalls. I
have not done that. I am going to
withdraw the amendment.

The PRESIDING OFFICER. The
Senator has a right to withdraw the
amendment. The amendment is with-
drawn.

Mr. SPECTER. Mr. President, we
have consumed 37 minutes, perhaps
now up to 42 mInutes, not at the most
convenIent hour, but there have been
many of us who have been waiting for
several days to have this amendment
heard. I understand that I have a
right to offer an amendment if I
choose to do so. But, with the assur-
ances that have been made here this
evening about a specific timetable, a
meeting with the administration on
Friday, the commitment to hearings
by the subcommittee during the week
of April 11, and the commitment by
the Senator from Kansas that he will
move ahead at an early date with or
without administration approval, that
is satisfactory to the Senator from
Pennsylvania.

Mr. BAKER addressed the Chair.
The PRESIDING OFFICER. The

majority leader.
Mr. BAKER. Mr. President, I hope

we can finish now. I do not know what
other amendments are scheduled, but
I think we are close to the end. I urge
any Senator who has an amendment
to come quickly to the floor and offer
it.

Mr. BUMPERS. Third reading.
Mr. DOLE. Mr. President, I do not

want to upset anybody over here, be-
cause those of us who have to go to
conference have some things to do,
also,

I understand the Senator from New
York, Senator D'A&ATo, sent word
that he might have an amendment.
Has that been taken care of?

Mr. LONG. It Is my understanding
that the Senator from New York does
wish to make a brief statement, but he
Is not going to insist on offering his
amendment.

Mr. CHILES. Mr. President, we
should make sure. If the Senator from
New York sent word that he would
have something, I think we ought to
wait a while for him.

Mr. DOLE. The Senator has the
same rights as any other Senator.

Mr. LONG. Might we just take a
moment to have someone check with
the Senator from New York?

Mr. BRADLEY. Mr. President, we
have worked hard to resolve a very dif-
ficult problem—how to find the money
to save one of our most basic institu-
tions—the social security system. None
of the choices are painless, none are
particularly pleasant.. I have made
clear from the beginning that we must
develop a solution in which everyone
is asked to share a part of the burden.
And I believe that the bill before us is
a reasonable attempt to do just that.
Everyone is asked to sacrifice a bit.
While I do not support each and every

change Included In the package, I be-
lieve that it Is probably the best com-
promise possible—one that Is fair to
recipients as well as workers paying
taxes.

Social security Is a vital part of the
fabric of our sodety. It Is the best ex-
pression of community that we have—
with workers willing to pay in because
they expect there will be others sup-
poting them when they reach retire-
ment. Over the past 1½ years I have
held social security conferences
throughout New Jersey for senior citi-
zens—both to lay out the facts about
the present crisis and to get reaction
to possible suggested proposals and to
involve them In arriving at a solution.
The participants in these forums have
generally agreed that all citizens—
social security recipients and taxpay-
ers—must share the burden of keeping
the system solvent in years to come.

And Mr. President, I believe that the
reform legislation generally meets the
criteria established by participants in
these forums for a fair solution. If ev-
eryone had refused to make any sacri-
fice the check would not go out this
July. But because everyone has seen
the need to pitch in we will resolve
this problem and keep this important
life support system going. We will
have saved social security.

Mr.. President, this legislation is
based largely on the recommendations
made by the National Commission on
Social Security Reform. Both the
Senate and the House versions of the
reform legislation closely follow the
Commission's recommendations. The
four major provisions included in the
bill are as follows:

First, delaying cost of living adjust-
ments. Beginning this year, the COLA
for social security benefits will be de-
layed by 6 months. Under the current
law, COLA's are paid in July; from
now on, COLA's will be paid in Janu-
ary.

Second, taxing social security bene-
fits. The bill includes the provision
that social security will be subject to
income tax based on thresholds of
$25,000 for single taxpayers and
$32,000 for married taxpayers. To de-
termine whether the taxpayer's
income exceeds these thresholds, one-
half of social security benefits would
be added to adjusted gross income. For
taxpayers over the threshold, one-half
of social security benefits would be
subject to income tax,

Third, coverage of nonprofit employ-
ees and newly hired Federal employ-
ees. The bill extends social security
coverage as of January 1, 1983, to all
persons who work for nonprofit orga-
nizations and to all current members
of Congress, the President, Vice Presi-
dent, and the Social Security Commis-
sioner. In addition, all new Federal
and congressisonal employees hired
after 1983 will be covered by social se-
curity as soon as supplementary civil
service retirement plan has been devel-
oped for them. To alleviate the fears
of Federal workers that the current
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civil service retirement system will go
bankrupt, the bill includes a provision
which I cosponsored that:

Nothing in this act shall reduce the ac-
crued entitlements to future benefits under
the Federal retirement system of current
and retired Federal employees and their
families. The full faith and credit of the
U.S. Government is pledged hereby in sup-
port of the payment of said accrued entitle-
ments.

Fourth, increased payroll taxes. The
bill includes a provision to move the
scheduled 1985 tax increase to 1984,
with a tax credit to offset the increase.
In addition, the 1985-87 tax rate
would remain as scheduled under pres-
ent law, part of the 1990 rate would be
moved to 1988, and the rate for 1990
and after would remain unchanged.

Mr. President, the bill includes two
other major provisions to resolve
social security's long-term deficit prob-
lem.

The first provision relates to increas-
ing the retirement age. The bill gradu-
ally raises the social security retire-
ment age to 66 by the year 2012, begin-
ning with those who attain age 62 in
2000. Early-retirement benefits would
continue to be available at age 62 for
workers and spouses and at age 60 for
widows and widowers, but the benefit
reduction for early retirement would
be larger. The minimum age for eligi-
bility for medicare benefits would con-
tinue to be tied to the age at which
unreduced retirement benefits are
first available.

The second provision reduces by 5
percent the initial social security bene-
fit level for workers that first become
eligible for social security benefits in
the year 2000.

Mr. President, as I stated earlier, I
do have some strong concerns about
some parts of this proposal.

One of my deepest reservations
about the reform package relates to
taxing social security benefits. The
provisions in the bill amount to chang-
ing the rules after the fact. People
who have already retired made finan-
cial decisions during their working
lives based on the premise that social
security benefits would not be taxed.
Now we are changing the rules after
the fact—for people who have already
retired.

If we must to tax benefits, I believe
that the fairest way would be by ex-
cluding from taxation people who
have already retired or who are about
to retire—for example, people who are
55 years of age. and older. But given
social security's severe fiscal problems,
such a proposal was never given seri-
ous consideration by the Congress. I
offered an even more modest amend-
ment in committee that would only
tax social security benefits after the
person has received back in benefits
all that he or she paid into the system,
plus interest. This seems to me to be
the minimal acceptable proposal for
taxing benefits; unfortunately, the
amendment was also not accepted.
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Mr. President, another area of con-

cern to me relates to Increasing the re-
tirement age. It seems to me that if we
must raise the social security retire-
ment age we need to develop a safety
net for older workers who, for health
reasons, simply cannot keep working.

I offered an amendment on the
Senate floor that would have estab-
lished a new social security program to
aid older workers with major health
problems. Under the proposal, begin-
ning In the year 2000, a limited
number of workers between the ages
of 62 and 66 would have received a
new "disability-retirement" benefit if
they were unable to work in their cur-
rent occupation because of poor
health.

I believe that it is Imperative that we
take this step in conjunction with any
increase in the social security retire-
ment age. If the retirement age is in-
creased, as now seems inevitable, it
wifi mean a hardship for many older
workers who cannot stay in their jobs
because of poor health and also can
not qualify for regular disability Insur-
ance benefits. These workers should
not be shortchanged in any way, but
that will happen in a lot of cases
unless steps are taken to protect these
workers.

My amendment would have allowed
workers to qualify for these benefits if
they could demonstrate inability to
perform the major occupation they
had held in the recent past. Benefici-
aries for this program would have
been paid the benefits they are enti-
tled to under the current social secu-
rity law. In effect, these workers
would be "held harmless" to the pro-
posed increase in the retirement age
and reduction in early retirement
benefits.

Mr. President, a majority of the
members of the Social Security Com-
mission, including Senators DOLE and
HEINz, recommended that the retire-
ment age be raised. In addition, these
same recommended a liberalization of
the disability program for those aged
62 and above.

I quote from the Commission
Report:

Disability benefits are now available
under somewhat less stringent definitions
for those aged 60 to 64. However because
some workers, particularly those in phys-
ically demanding employment, may not
benefit from improvements in mortality and
be able to work longer, we assume that the
disability benefits program will be improved
prior to the implementation of this recom-
mendation to take into account the special
problems of those between age 62 and the
normal retirement age who are unable to
extend their working careers for health rea-
sons.

Mr. President, the Senate bill only
raised the retirement age—it did not
make lmprovments to the disability
program. Unfortunately, my amend-
ment, which merely followed through
on the recommendations made by a
majority of the members of the Social
Security Commission, was not adopted
by the Senate. Instead the Senate has
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requested that a study be conducted to
determine how to best deal with the
problem. I am hopeful that a measure
similar to mine will be adopted by the
Congress prior to the implementation
of the increase in the retirement age,
and I will continue to press for its pas-
sage.

Mr. President, there is one other
provision included in this bill that I
strongly oppose. The Senate Finance
Committee included a provision that
would allow the Secretary of Health
and Human Services to scale back or
even ellminate social security COLA's
if the trust funds are running low.

I oppose this idea for two reasons.
The first and most important reason is
that the proposal is unfair to social se-
curity recipients; benefits may be cut
over time if we are faced with another
economic period similar to the past 5
years—high Inflation coupled with
slow growth.

The second reason why I oppose the
provision is that it ties the hands of
future Congresses in dealing with po-
tential fundhig problems. During com-
mittee consideration of the social secu-
rity reform legislation, I offered an
amendment which was not adopted
that would have allowed the Social Se-
curity Administration to borrow from
general revenues if the trust funds run
out of money. My amendment also re-
quired the Congress to develop a plan
for repayment of the borrowed funds,
leaving the decision as to how to repay
the funds up to future Congresses. I
believe that my approach is fairer
than the one adopted by the Senate. A
person's benefits should not be arbi-
trarily cut back without serious con-
gressional debate.

Mr. President, the House did not in-
dude a provision :for cutting COLA's
in future years If the trust funds run
low. And the Commission did not rec-
ommend cutting future COLA's. I
hope that the conferees realize the se-
rious mistake that has been made, and
I hope they strike this provision, from
the final bill.

The financing of the social security
system is extremely sensitive to the
health of the economy. Recently, high
unemployment reduced the number of
people paying taxes into the trust
fund while high inflation caused social
security benefits to rise. That combi-
nation of high unemploym&nt and in-
flation has caused a serious, immedi-
ate cash-flow problem that needed Im-
mediate attention. It is my belief that
the legislature changes included in the
reform package should be sufficient to
solve this cash-flow problem, so long
as the economic picture continues to
gradually improve.

But some people are afraid that we
have not made sufficient changes to
keep the system afloat. They believe
that the social security system is fun-
damentally flawed and that the pro-
posals included in this reform package
only delay for a few short years the
final day of reckoning. I simply do not
agree with this assessment. Social se-
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curity is a sound and durable system
that has worked well for the past 45
years, and with these adjustments,
should continue to work well for the
next 45 years.

Mr. President, It Is my belief and my
hope that this social security reform
package will eliminate the current un-
certainty about the future of social se-
curity and assure continuation of one
of the most significant achievements
of the 20th century. As long as we all
work together, social security will con-
tinue to provide benefits to our chil-
dren's children. The Congress,
through its work on social security, is
showing that it can grapple with a
very serious issues in a fair and sound
way, which should give us confidence
as we face the challenges of the 1980's
and 1990's.

Mr. GORTON. Mr. President, I wish
to voice my strong, support for the bill
now before the Senate with one sig-
nificant reservation. H.R. 1900 will Im-
plement the recommendations of the
National Commission on Social Secu-
rity Reform. The Commission was
charged with restoring the short- and
long-term solvency of the social secu-
rity system. Its recommendations do
so without altering the system's basic
financing and benefit provisions, and
in a manner which is responsive to the
needs of all aspects of American soci-
ety. Moreover, the reforms in this bill
added to the Commission's recommen-
dations add to its responsiveness and
long-term soundness.

The Importance of social security to
its beneficiaries—present and future—
cannot be overstated. Monthly social
security checks are the primary—if
not the only—dependable source of
income for millions of Americans. The
system assures active workers and
their families of financial protection
in case of their disability, retirement,
or death. Obviously, public support for
a viable and fair social security system
is overwhelming.

The Commission actually was
charged with two problems. First was
the financing issue; second, the need
to restore the public's confidence in
the system. Using reasonable economic
and demographic assumptions, the
Commission put together a package
which meets both goals: fiscal and p0-
litical. The bill before us, which em-
bodies this package, with the excep-
tion of the Long amendment, together
with amendments proposed by Con-
gressman PIcII.E, Senator Doi, and
Senator ARMSTRONG, strikes a good bal-
ance between the financial needs of
social security beneficiaries and the
need to limit the burden placed on
workers and employers who finance
the system through payroll taxes. The
passage of this bill will renew the con-
fidence of all Americans in social secu-
rity.

Mr. President, it is also appropriate
to comment on the process which has
led to the consideration of this bill.
Passage of the 1983 social security
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amendments will demonstrate that
our democratic political system works
and works well. Everyone who cared to
participate has been heard, and the
result is a bill which responds to the
concerns and the neeth of all citizens.
Significant differences of opmion have
been resolved. Guidance from the
President and the leaders of Congress
was essential to this result, as was the
participation of the nonelected mem-
bers of the Commission who repre-
sented Important constituencies.
Equally valuable to the process was
the dedication of experts and ordinary
citizens alike who made their views
known to the Commission and to their
elected representatives in Congress.

The distinguished chairman of the
Committee on Finance, Mr. DOLE, de-
serves the special recognition of the
Senate. The Senator from Kansas con-
tributed mightily to the compromise
package before us today. In my view,
his work, in collaboration with the
other members of the Finance Com-
mittee, most particularly Senator
ARMSTRONG and Senator Moyiqtu,
has resulted in a bill which improves
upon the work of the Commission, on
which he served, and on the measure
aiready passed by the Rouse. I com-
mend the Senator from Kansas for his
work and leadership.

Mr. President, in terms of the future
solvency of the social security system
and the equity of the proposed
changes, the package before us was to-
tally sound and deserving of support
before the adoption of the Long
amendment. That amendment, which
destroys the concensus which created
this package, effectively strips from
the bill the mandatory coverage of
future Federal Govermnent employ-
ee& That, in turn, means that the sol-
vency of the system is not assured and
thus that recipients of benefits may
have those benefits threatened before
the end of the 1980's. Moreover, the
Long amendment undercuts the vital
principle of universal coverage.

The Long amendment seriously calls
In question the long-range soundness
of the bill. Because of my belief that
the conference committee will drop or
correct the Long amendment, I remain
firmly in support of the bilL

What remains for Congress to ad-
dress, however, are features of the
social security system which may well
remain unsound and flawed. These
problems relate to the fundamental
design of the system and it relation-
ship to the Nation's economy.

Let me briefly discuss these short-
comings. The automatic growth fac-
tors built into the social security
system trouble me. Benefits of current
recipients grow without congressional
action. But these escalators also will
cause the initial benefits of future re•
cipients to increase in real terms well
above levels paid today, and well above
those that can be supported by today's
contributions, even with the modest
reductions included in the bill before
us. These automatic, uncontrolled in-

creases led, in large part, to the solven-
cy problem addressed by this bill.

My reservations about the automatic
benefit increases of the social security
system run deeper than simple dismay
over the short-rui solvency problem
they caused. These escalators—in
social security and many other Federal
programs—pose a threat to the solven-
cy of the Federal Government. The
enormous budget deficits we face
today are ample proof of that fact.
The ability to alter spending programs
is a fundamental attribute of free gov-
ernment. The features of the social se-
curity system which lead to these un-
legislated increases encroach on ti1s
necessary function. Reform of these
escalators must be addressed In the
future.

I am also unconvinced that we have
dealt adequately with the Ificreasing
long-run system costs which stem
from the advancing average age of our
population. This bill does Include a 1-
year increase in the retirement age
which will take full effect in 30 years.
As this change is part of the compro-
mise which enables us to have such a
fine package before us, I do not want
to press debate on this Issue now. Per-
haps we should, however, reexamine
the merits of having a fixed age of
"normal" retirement which does not
respond to the inevitable trend of our
population toward longer ilfespans.

The present system also falls to rec-
ognize the changes which have oc-
curred in the roles women play in soci-
ety. The benefit structure is based on
the assumption that families are com-
posed of a single wage earner and a de-
pendent spouse. This assumption is
naive by today's norms, and is becom-
ing increasingly outdated. I would be
receptive to reforms in the system
which were developed from careful
study of women's increased participa-
tion in the labor force and the growing
frequency with which they live inde-
pendently or are heads of households.
I call on women's groups and other af-
fected parties to come forward with
proposa]s which are designed with an
eye sensitive to both costs and bene-
fits.

The final structural problem of the
social security system I want to discuss
was acknowledged but not addressed
by the Commission. The Commission's
recommendations affect the oper-
ations of only two of the system's four
trust funds. Nonpolitical experts point
out that the long-term deficits facIng
parts A and B of medicare—the social
security system's other two pro-
grams—are at least as large as the
funding shortage in the combined re-
tirement and disability programs
which are addressed by this bill. Title
ILL of this bill phases In a revamped
hospital reimbursement system. The
theoretical incentives of this system
bode well for the future, but are un-
tested. And the system is designed to
be "budget neutral" in the near term.
Although individual hospitals will ex-
perience changing medicare revenues,
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aggegate Federal spending will not
change markedly. This is only a first
step toward better health care policies
at the Federal, State, and local levels.
Such improvements are necessary to
slow the growth of health care spend-
ing, as well as to preserve the solvency
of the medicare trust funds.

In summary. Mr. President. I would
like to reiterate my support for this
bills We have addressed the immediate
problems before us in a responsible
manner. The public should be assured
that we are taking action which will
yield a solvent and more affordable
social security system. But we will not
have served our Nation well if we are
content to stop with the reforms con-
tained in this bill. The issues which I
have identified must be given careful
attention.

Mr. DECONCINI. Mr. President, I
intend to cast my vote today in favor
of final passage of 5. 1, the Social Se-
curity Act Amendments of 1983. This
is a difficult vote for me to cast be-
cause I continue to have reservations
about some elements of the bill. On
balance, however, I believe that the
legislation should be passed and that
it will significantly add to the final
stability of the social security system.

Most Americans regard the social se-
curity system as the single most im-
portant Government program. Origi-
nally conceived as a retirement supple-
ment, it has for millions become either
the sole or at least the primary source
of retirement income. Because social
security is so fundamentally impor-
tant, I am absolutely committed to in.
suring its financial integrity. And that
is precisely what 5. 1 does.

As in any piece of major legislation,
the many provisions represent com-
promises between differing points of
view and a balancing between differ-
ent interests. On the whole, this legis-
lation succeeds in the dual goals of ef-
fectiveness and fairness. With the en-
actment of 5. 1, the future solvency of
the social security system will be as-
sured for the foreseeable future.

During the last Congress, the admin-
istration proposed solving social secu-
rity's financial problems by reducing
benefits. Indeed, it succeeded in per-
suading Congress—over my opposition
and that of a number of colleagues—to
eliminate the minimum benefit. A few
months later, Congress reversed itself
and decided to find an equitable solu.
tion. A National Conmission was es-
tablished to study the problem and
propose a legislative solution.

The members of that Commission
met for many months, listening to all
points of view, and ultimately crafted
a comprornjse proposal which is trans-
mitted to Congress. That document
became the starting point for Senate
Finance Conmittee hearings which re-
sulted in the legislation before us
today.

It is in order. Mr. President, to con-
gratulate not only the members of
that Commission but my colleagues on
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the Senate Finance Committee, espe-
cially its chairman, Senator DoLE, and
its ranking member, Senator LONG.
Whether we agree on every point or
not, I doubt if anyone can legitimately
accuse 5. 1 of fundamental unfairness.

I have been an avid opponent of cuts
In social security benefits for the
simple reason thattoo many retired
Americans need that Income to sur-
vive. My opposition to cuts has contin-
ued during the Senate deliberations on
5. 1. My preference Is to balance the
books by other means, primarily
through various revenue-raising de-
vices and Interfund borrowing.

In sum, Mr. President, this legisla-
tion Is both fair and reasonable. I be-
lieve that the present legislation keeps
benefits Intact and, more Importantly,
it retains the principle of readjusting
benefits to keep pace with inflation.
Had I been its sole architect there are
things I would have done differently.
But, on balance, it should be support-
ed.

(By request of Mr. LONG, the follow-
ing statement was ordered to be print-
ed in the REc0IW:)
• Mr. HOLLINGS. Mr. President, it
was only in 1977 that Congress last en-
acted a social security reform bill. A
bill, we should all remember, that was
to put the system on a firm financial
footing for at least the next 50 years.
Unfortunately, that reform lasted only
5, not 50, years. And, more unfortu-
nately, there are parallels to that ear-
lier, failed effort In this present legis-
lation.

First of all, this bill relies too heav-
fly on tax increases. In 1977 we en-
acted the largest tax increase in our
history, only to be here a few years
later to add on more. Fully two-thirds
of the total fiscal impact of this legis-
lation Is due to tax increases.

Mr. President, the problems of social
security are not due to people paying
too few taxes. Indeed, the average
American now pays more in sociai se-
curity taxes than he does in Federal
income taxes. The maximum social se-
curity tax quadrupled in the 1970's,
and it will triple again in the 1980's.

Surely, this trend cannot continue.
And more assuredly, it cannot contin-
ue without serious economic and social
consequences. The tax increases in
this bill will mean fewer jobs during
the next few years—perhaps as many
as 100,000 to 200,000 jobs according to
economists that I have spoken to. In
addition, it burdens our current and
future workers—our children and
grandchildren—with the bulk of the fi-
nancial cost of this compromise. These
taxes will be with them for life while
changes such as the cost-of-living
delay will only be temporary. And it is
this imbalance that has led such
groups as the American Association of
Retired People and the National Alli-
ance of Senior Citizens To Oppose the
Higher Payroll Taxes.

Furthermore, Mr. President, this
legislation disrupts many of the funda-
mental principles that are the founda-
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tion of our social security program.
For example, it begins a means test on
benefits and it taxes benefits for the
first time. It aiso Infuses general rev-
enues into the system and thereby
erodes the distinction between social
security and welfare. And, finally, it
increases the retirement age for our
elderly. Those people who need to or
want to retire at our established re-
tirement age will no longer be able to
do so without a penalty.

While all of this is bad enough, it is
intolerable in view of the fact that a
fair and efficient alternative exists.
For the past 2 years now I have advo-
cated a temporary freeze in cost-of-
living adjustments as part of a total
Government-wide freeze on expend!-
tures. Such a proposal would restore
social security solvency and I am sure,
from conversations that I have had
with retirees, that most people would
be willing to give up a bit of their
COLA if it Insured that the system
would survive. Also, such a proposal.
would not make drastic cuts in basic
benefits or the retirement age—it only
slows up the increase in benefits. And,
finally, it restores some equity be-
tween retirees and the workers who
now support the system but who do
not get automatic COLA's on their
wages every year.

Mr. President, it is heartening to see
bipartisan agreement on the social se-
curity problem. But it does us no good
to agree on a set of poor policies. In
1977 we tried to get out of a similar
fiscal dilemma by relying on tax in-
creases and failed. For the past 2 years
both parties have avoided addressing
the root causes of social security's fi-
nancing problems and we are now only
delaying the day of reckoning. Indeed,
this compromise appears to be bits and
pieces of the worst of all suggestions—
massive tax increases that penailze the
young, benefit taxes that penalize the
retiree, retirement age increases that
penallze the blue collar worker, and
general revenue funding that penalizes
the dignity derived from an Insurance
program, not welfare.

We certainly can do better than
that. We do not need more partisan
politics, but we also should not be rub-
berstamps to poor policy. We owe
more to current retirees, current work-
ers, and future generations than an-
other round of stopgap, shortrun rem-
edies. For all these reasons, Mr. Presi-
dent, I oppose this legislation.

Mr. HELMS. Mr. President, I am
obliged to vote against H.R. 1900 the
Social Security Act Amendments of
1983, because I am convinced that the
bill will not solve the social security
crisis. It is a bandaid, pure and simple,
and while it might patch up the pres-
ent system and pay the bills for a few
more years, it does not address the
long-term problem.

I commend my good friend, the dis-
tinguished Senator from Kansas (Mr.
DoLE), for his diligent work on this
bill. He has done his best to work out
the problems in difficult circum-
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stances. I aiso commend the Senator
from Colorado for his interest in real
reform. But this bill simply does not
go far enough.

I predict that within a short time,
the social security system will face an-
other funding crisis that Will make the
present one seem mild by comparison.
A1ready there is a commission study-
ing ways to avert a medicare funding
crisis. In all likelihood, the panel will
recommend still higher taxes, benefit
cuts, or both.

However, Mr. President, I am
pleased that 11 of the 20 provIsions in
the comprehensive reform bill I intro-
duced a month ago are in this bill.
These 11 provIsions address a number
of substantial problems. Unfortunate-
ly, they do not address the long-term
social security funding problems. This
bill does little to provide Americans
the retirement security they so badly
need.

Let us examine for a moment how
this bill addresses the looming social
security crisis. First, it raises payroll
taxes signficantly. We have just com-
pleted work on the so-called jobs bill,
which provides almost $5 billion for
porkbarrel, make-work projects. If
Congress is so concerned about jobs,
why is it raising the payroll tax when
the Congressional Budget Office has
told us the 1977 payroll tax increase
cost 500,000 workIng men and women
their jobs?

The American people cannot stand
another round of tax increases. 11 any-
thing, we should be talking about cut-
ting taxes.

The bill also reduces social security
benefits by raising the retirement age,
postponing cost of living adjustments,
and so forth. The U.S. Government
has a commitment to millions of social
security beneficiaries—a commitment
that ought not be broken. But here is
Congress, breaking that trust. Any
government that cannot keep its com-
mitments cannot maintain its credibil-
ity.

This bill does not solve underlying
problems. It is merely another bailout,
and I predict It will be just another
disaster, just like 1977. The bill does
not provide for any long term means
of establishing private, fully funded
retirement plans to ensure the secu-
rity of elderly Americans. It does not
eliminate the dependence people have
on government programs.

Mr. President, my colleagues are
aware of what I have tried to do to
help solve the social security problem
I offered a comprehensive plan to save
social security—S. 541—that would
have allowed workers to establish for
themselves in the private sector an In-
dividual Retirement Security Ac-
count—IRSA. These IRSA accounts
would have accumulated billions of
dollars for individuals to draw on
when they retire, stimulating the
economy by lowering interest rates
and creating jobs.
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Mr. President, obviously Congress Is

not yet ready for such a reform. I am
pleased that this bill requires the.
Treasury Secretary to conduct a study
of the feasibility of my proposal, and
to report back to the Senate Finance
Committee by July 1, 1984. Perhaps
then the value of my proposal will
become clearer. Thousands of citizens
across America have endorsed my pro-
posals.

Mr. President, I believe in incre-
mental success. I intend to continue to
advocate my reform proposal. Progress
has been made, and I believe the
American people now understand my
proposal. Judging from the mail I
have received on the subject, they not
only understand it, but they want it.

One day, Mr. President, Congress
will no longer be content to "paper
over" the social security problem. It
will be obliged to adopt a private re-
tirement system along the lines of my
proposal to replace the bankrupt Gov-
ernment-run system we have today. If
we begin to take prudent steps now,
however, the transition will be smooth
and gradual and not a penny of bene-
fits will be jeopardized.

Mr. HATCH. Mr. President, I cannot
support H.R. 1900 which Is alleged to
restore the financial soundness of the
old age and survivors' insurance—
OASI—program.

The recommendation of the Nation-
al Commission on Social Security
Reform provided a good point from
which to begin. The changes made in
the House of Representatives gradual-
17 raising the retirement age were In
the right direction. They reflect cur-
rent demographic reality but standing
alone do not overcome the quick-fix
solution contained In the bill being
touted as a bipartisan solution to a se-
rious problem.

Mr. President, In my view the funda-
mental structural deficiences of social
security were not addressed. Instead
we further increased the regressive
payroll tax; Introduced a back door
means test In the method by which
benefits are taxed; increased the use
of general revenues to fund social se-
curity and created a break in parity in
employer-employee FICA tax contri-
bution.

Mr. President, my colleague Senator
ARMSTRONG, a member of the National
Commission and chairman of the Sub-
committee on Social Security of the
Committee on Finance, has indicated
that high taxes account for 75 percent
of the proposed deficit reduction in
the system between now and 1990.
That is $126 billion out of the $169 bil-
lion total. In the long run, tax In-
creases constitute 91 percent of the
Commission's total recommendation.

Further, during the 1970's, maxi-
mum payroll tax rates quadrupled.
Without the Commission's recommen-
thtiors, they are scheduled to triple
again during the 1980's. During the
period from 1970 to 1981, pretax wages
increased 122 percent. The consumer
priced index went up 136 percent.
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Social security benefits rose 205 per.
cent. Such trends make it almost im-
possible to justify further payroll
levies on wage earners, many of whom
already pay more in social security
taxes than Federal income taxes.

It is obvious that higher payroll
taxes will have a serious effect on un-
employment. As employers also pay
so'ial security taxes equal to what
their employees pay, the tax rate in
crease will raise the cost of employing
each worker. These higher labor costs
will make the employment of labor
relatively more expensive than the
employment of capital In the produc-
tion process. Since labor is now more
expensive, employers will tend to
reduce the amount of labor they use
and increase the amount of capital
used. This substitution of capital for
labor, due to higher labor costs caused
by the increase In social security taxes.
will contribute toward increasing un-
employment.

Mr. President, the bill provides for
the taxation of benefits and thereby
penalizes those who save, and rewards
those who do not. It penalizes a dis-
abled individual by taxing his benefits
if his spouse takes a job to help pay
for his special needs, thus raising the
family income above the tax thresh-
old. For some individuals now at the
earnings limitation level, the combina-
tion of taxes and loss of benefits re-
sulting from additional earnings coulq
actually exceed 100 percent of those
earnings. This is a strong disincentive
for those who otherwise want to con-
tinue working to supplement their
Income.

This provision radically alters the
fundamental nature of the system by
Imposing a means test. Even worse,
this particular form of means test
vastly overemphasizes the social ade-
quacy features of social security and
reduces the individual equity element
which is so essential to the credibility
and popularity of the system.

Mr. President, the bill further
changes the nature of our social secu-
rity system by its use of general rev-
enues. This s an abrupt deviation
from the discipline of a self-contained
system, recognized as being essential
in the original design of the program.
It is also a fiscally irresponsible
change, given the projected deficits in
the Federal budget for the foreseeable
future.

The injection of general revenues,
without any significant structural
reform to restram the growth in bene-
fit outlays, creates serious questions
regarding the abiUty of workers to sus-
tam the system in the future.

Finally, Mr. President, this bill de-
stroys the parity of treatment between
employers and employees. In order to
ease or partially cushion the impact of
higher payroll taxes, the bill provides
employers with a credit against pay-
roll tax and eliminates the parity of
cost.

Traditionally, the employer and the
employee have shared the cost burden
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of the system. The tax on earnings
covered by the system was to be com-
puted on the same basis and the same
rate for employer and employee alike.

If we are serious about providing a
cushion to the employee we would not
accelerate the payroll tax increases
that were enacted in 1977.

Mr. President, in summary, the bill
fails to address squarely the problems
which remain in place in the social se-
curity system. The bill merely focuses
on symptoms while allowing the basic
problems to continue to grow un-
checked.

By relying upon general revenues
'and new payroll taxes, we have squan-
dered a historic opportunity to bring
about the structural changes which
would provide greater assurance of
stability in the system for the future.

That stability can come about only
by altering the basis structure of the
program, by designing a system which
relates benefits more directly to taxes
paid by an individual.

SOCIAL 5ECURITY: A NATIONAL COMMITMENT

• Mr. JEPSEN. Mr. President, I sup-
port the social security reform pack-
age put together by the Senate Fi-
nance Committee. I believe it is a
sound package which will go a long
way toward restoring our Nation's con-
fidence in this very important pro-
gram.

It has been a long and sometimes
rocky road we have followed'to this
•point, Mr. President. As you will
recall, it was only a few short months
ago that many in Congress were still
trying to convince the American
people that there was not a problem.
But through the dedication and deter
mlnation of those people who faithful-
ly served on the National Commission
on Social Security Reform, we were
able to come up with the basis for this
proposal.

As the legislation has worked its way
through the legislative process, I think
changes have been made which make
this a much stronger package. While
there are still a number of changes
which I do not personally believe are
necessary, I, like so many others, am
willing to support those changes in the
interest of securing the long-term sol-
vency of the social security system.

I wou'd like to take a few minutes,
Mr. President, to speak briefly about
some of the changes which I believe
re of utmost importance.

EARNINGS LIMIT REPEAL

During the Senate Finance Commit-
tee's deliberations, Senator Air.i-
STRONG offered an amendment to
phase out the social security earnings
limitation. I cannot tell my colleagues
how extremely important this change
is to the future of social security. As
my good friend from Colorado knows,
I have been working to get the earn-
ings limit repealed since shortly after I
was elected to the U.S. Senate. While I
would prefer to see the ceiling lifted
sooner than the bill specifies, I am
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pleased that the committe was at least
willing to take this important step.

In conjunction with the earnings
limit repeal is another important
change, and that is the Increase in the
delayed retirement credit. This, corn-
bmed with the earnings limit repeal,
will be a strong incentive for. people
who want to continue working to
remain in the work force. Although
these two provisions have not received
the media attention they deserve, I
belive that history will show that
these changes will prove very signifi-
cant to the long-term solvency of the
social security system.

I commend the Senator from Colora-
do for his efforts on this issue, and I
look forward to Working with him in
the future on other issues of mutual
interest.

DROPOUT YEAR5 FOR CHILD CARE

Another provision, also recommend-
ed by the Senator from Colorado,
deals with the increase In the dropout
years for child care. I was most
pleased to see the committee's accept-
ance of this proposal, and I commend
Senator ARM5TRONG for having the
foresight to offer this amendment in
committee.

For years, Mr. President, women
have suffered significant losses of
benefits because of time out of the
paid work force during childrearing
years. While this increase does not
correct all of the inequities in the
system, it is a start. I would hope that
the committee will continue to consid
er further changes to remove some of
the penalties married couples face
with regard to the social security
system. I understand that the Com-
mittee has agreed to give serious con-
sideration to Senator CINsToN's earn-
ings sharing proposal, and I think that
is an important step. I look forward to
studying the committee's recommen-
dations in this area.
wIDow (ER S MID DIVORCED SPOUSES BENEFITS

Another important change recom-
mended by the committee deals with
improved benefits for disabled widows
or widowers and divorced spouses, as
well as the ability of divorced spouses
to receive benefits despite the retire-
ment decision of the former spouse.
Again, both of these changes are ex-
tremely important in eliminating some
of the provisions in the social security
law which discriminate against
women.

While it is true that the social secu-
rity law is "blind" with respect to sex,
it is also true that because of the his-
torical makeup of this country's work
force, there are certain provisions
which impact more heavily on women
than on men. More specifically, these
are the provisions which deal with

• widow's benefits and spouses' benefits.
I believe these changes are extremely
important and will go a long way
toward making social security a more
equitable and fair system.

FAIL-SAFE/STABILIZER PROVISIONS
Before concluding, Mr. President, I

want to point out two additional
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changes which are recommended by
the committee which will perhaps do
the most to restore confidence in the
social security system: the fail-safe
mechanism and the stabilizer provi-
sions.

As my colleagues know, the fail-safe
mechanism is intended to prevent the
type of situation that forced us into
the current reform proposal—-chang-
ing economic conditions. I cannot tell
my colleagues how many times I have
been asked by people why this reform
package is necessary. After all, they
state, we were told by President Carter
that the system was solvent for the
next 75 years.

Well, unfortunately, the social secu-
rity system is extremely sensitive to a
changing economy. Prior to the Carter
administration, the thought of prices
increasing faster than wages was
simply unheard of. The sad fact is, it
can and did happen.

The fail-safe mechanism will not
prevent prices from rising faster than
wages, but it will help the social secu-
rity system adjust if this continues to
occur. Specifically, the Secretary of
Health and Human Services will have
the authority to reduce cost-of-living
adjustments if trust fund reserves fall
to dangerously low levels. In addition,
the stabilizer provision will also
change the way the cost-of-ilving ad.
justment is computed If the trust fund
reserves fall too low.

Of equal importance, however, is the
"catchup" provision which will allow
larger cost-of-living adjustments If the
trust fund reserves exceed a certain
level. This, Mr. President, will insure
that social security beneficiaries- will
be able to benefit from a strong econo•
my.

Clearly there were some other
things which could have been done to
further protect trust fund reserves
from a changing economy, but as with
many of the other changes, these are
important first steps. If we did noth•
ing else, we have tried to exercise some
restraint on the cost-of-living adjust-
ments, and I think this wai extremely
important.

I close, Mr. President, by commend-
mg all those people who served on the
National - Commission on Social Secu-
rity Reform. Theirs was not an easy
task. I dare say that at times it ap-
peared impossible. But in the- end,
what some people said could not be
done, has been done—a social security
reform package with bipartisan sup-
port has been brought to the floor of
the Senate and it wiU be approved. If
nothing else, I hope we have sent a
signal to the American people that
says that when the chips are down, we
can join hands and try to resolve a na-
tional problem in an honest and re-
sponsible rnanner.
• Mr. BOSCHWITZ. Mr. President,
almost 2 years ago, I began studying
the social security program and sug-
gesting ways to insure its fiscal sound-
ness and integrity. It became increas-
ingly clear to me, through my work on
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the Budget Committee, that serious
thought and effort needed to be given
to controlling the rate of growth of
the so-called entitlement programs—
particularly the nonmeans tested
ones—social security, medicare, civil
service, railroad retirement, veterans
pension, and so forth. Social security
is nearly half—43 percent—of all the
entitlements combined. Total entitle-
ments that cost $28 billion in 1961
zoomed to $350 billion in 1982—a
1,150-percent growth. I do not criticize
the existence of these programs at all.
They fulfill vital needs.

Although it has traditionally been
considered close to political suicide to
even suggest slowing the growth rate
of entitlement programs, I have be-
lieved for a long time that if we do not
do something, social security will not
be around for the children and grand-
children of those people receiving
social security today.

How did we get where we are? How
did we get to the point where 63 per-
cent of our workers, in a sprIng 1982
Gallup poll, believe that they will get
no benefits when they retire? There
are several problems unique to the
social security system that have
caused us to be facing a short-term
and long-term crunch. But, while we
have many economic problems, the
thread of inflation is interwoven in all
of them—the social security problems
are no exception.

What specific factors have led to
social security's funding problems?

First, when the system was In its
early years there were many more
people paying in per beneficiary draw-
ing benefits. In 1945 there were 42
workers paying in for every 1 benefici-
ary, currently the ratio is 3 to 1 and,
when the baby-boom generation starts
retiring in about 2012, it will bring the
ratio down to only 2 to 1 by the year
2030.

Second, people are living longer'
today, and consequently drawing bene-
fits for a longer period of time than
they did when the social security pro-
gram was inaugurated. According to
the Commission's report, men live on
the average 15 years past retirement,
and women 19 years; a lifespan in-
crease of 20 percent over 40 years.

Compounding this problem is the
fact that more Americans are opting
for retirement before age 65—90 per-
cent of Americans who retire, do so
before age 65. Therefore, beneficiaries
are drawing benefits sooner, and they
are living longer, extending on both
ends the period during which they re-
ceive benefits.

Third, the average social security re-
cipient now gets back $5.60 for every
$1 they put into the system. Social se-
curity is a pay-as-you-go system and
was never intended to be a retirement
system where social security takes
would build up in a pension fund for
an individual or group to meet their
eventual benefits, as it is in private
pension funds. Neverthe1ess, a 5 to 1
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payback ratio cannot be maintained
while the ratio of workers to retirees
declines to 2 to 1.

And last, but certainly not least, the
effects of inflation have been devastat-
ing to the OASDI trust fund. In 1975,
we began to fully index benefits for rn-
flation commensurate with increases
in the Consumer Price Index (CPI).
Certainly the goal of protecting
beneficiaries from the effects of infla-
tion Is laudable, but we could not have
chosen a time In the history of our
Nation when the cost-of-living adjust-
ments (COLA's) Indexed to the CPI
would have been more costly to the
social security system.

Since 1975 COLA's for all benefici-
aries have cost the system more than
$200 billion. We have experienced
double digit inflation since COLA's
were implemented and the CPI, and
consequently the OASDI benefit In-
creases, have outstripped the increases
in average wages. The bottom line is
that social security benefits have gone
up faster than the wages which pay
the benefits.

No one would argue that social secu-
rity recipients are getting rich. My
point is simply that when the amount
being paid out of- the system is increas-
ing at a faster rate than the amount
coming In, we are jeopardizing the sta-
bility and solvency of the social secu-
rity system.

About a year ago, I prepared a
"laundry llst' of ideas, consisting of 19
ways to slow the rate of growth of the
social security system. I sent out
50,000 copies of my newsletter enti-
tled, "Saving Social Security." Thou-
sands of Minnesotans responded.
Most—not all—agreed with most of my
ideas. In fact, I received positive re-
sponses from all over the country be-
cause the Minneapolis Tribune, the
Washington Post and many other
newspapers published my ideas. I tal-
lied the results of this poll. More re-
cently I held town meetings through-
out Minnesota to conduct further sur-
veys on the Commission's proposals as
well as some of my own. I ask unani-
mous consent that the results of my
poll and surveys conducted at the
town meetings be printed at the end of
my remarks.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

(See exhibit 1.)
Mr. BOSCHWITZ. The results of my

informal surveys taken at the town
meetings suggest that both retired and
nonretired people understand and ap-
prove of some reasonable modifica-
tions in the social security system de-
signed to make the system solvent.
The survey was taken of about 800
people attending the town meetings in
Wilimar, Worthington, Rochester,
Duluth, and Roseville. I also made the
presentation to a group representing
the St. Paul Chamber of Commerce
and the Metro. Senior Federation in
Minneapolis.

I presented 12 different proposals at
the meetings—five of the Comrnis-
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sion's proposals and seven of my own.
Of the 12 possible solutions, only 2
were supported by less than half of
those responding. I believe this dem-
onstrates that if people are given a
chance to review some of the changes
in social security without the usual
politicking and demagoguery that ac-
companies them, they will make
thoughtful, reasoned judgments. The
dialog was heated at times, to be sure,
but generally pretty constructive.

The thoughtful, pragmatic approach
taken by the National Commission on
Social Security Reform, the House of
Representatives, and the Senate dem-
onstrate that others have gotten the
same reaction from the folks back
home.

I am pleased to see that many of the
changes suggested in my 19-point
"laundry list" have been included in
the social security reform package.
The 19 possible changes I suggested
were:

First, limit social security benefits
paid to foreigners not living in the
United States.

Second, increase immediately the
number of quarters needed to qualify
for full social security benefits.

Third, only allow 1 quarter's credit
for 1 quarter's work. A quarter is cur-
rently measured as a 3-month period
during which a worker earns more
than $370. Suppose a worker earns
$1,480 (4 times $370) in that quarter.
Under present rules a worker gets
credit for 4 quarters, even if he does
not work at all the rest of the year. I
proposed changing this rule, 1 quar-
ter's work should only get 1 quarter's
credit.

Fourth, require all new government
employees (Federal, State and local)
to pay into social security. This is a
proposal that deserves serious consid-
eration and presents an opportunity
for Congress to examine the retire-
ment system for Federal employees.

Fifth, eliminate children's benefits
for early retirees. If a worker takes
early retirement at 62 and has chil-
dren under 18, the worker receives
benefits and the children receive sepa-
rate benefits as well. I proposed not al-
lowing the children to get benefits
until the retiree is 65, unless he or she
retired early for health reasons.

Sixth, increase the self-employed
person's taxes withheld for social secu-
rity by 2 percent.

Seventh, give incentives to people to
keep working beyond age 65 by in-
creasing benefits each year the person
works beyond 65. Specifically, my pro-
posal would give an extra 5 percent
(105 percent of the regular social secu-
rity benefit) if a person retires at 66;
at 67 an extra 11 percent (5 percent
plus 6 percent); at 68 an extra 18 per-
cent (5+6+7 percent); at 69 an extra
26 percent (5+6+7+8 percent); and if
the worker retires at 70, an extra 35
percent (5+6+7+8+9 percent).

Eighth, raise the offset age to 75.
Currently people over 72 who keep
working receive benefits no matter
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how much they earn. People under 72
lose $1 of social security benefits for
each $2 of income they earn over
$6,600. My proposal would have ex-
tended this to anyone under 75.

Ninth, tax social security payments
if the social security recipient has
income exceeding $20,000 besides
social security ($25,000 for couples).

Tenth, raise the 65-year-old retire-
ment age to 65 plus 3 months (and the
62 year early retirement age to 62
years plus 3 months).

Eleventh, raise the retirement age to
65 years plus 6 months.

Twelfth, lower the cost-of-living ad-
justment (COLA) to 3 percent less
than the inflation rate for 3 years,
except for the lowest 25 percent of
social security recipients who would
continue to receive the full COLA.

Thirteenth, delay the COLA 3
months to October 1, to coincide with
the beginning of the Government's
fiscal year.

Fourteenth, index "bendpoints" by
one-half of the wage index for 4 years.

Fifteenth, eliminate survivor bene-
fits for minor children if the remain-
ing parent has income exceeding
$25,000.

Sixteenth, lengthen the benefit com-
putation period by 3 years. Benefits
are determined by applying a formula
to a worker's average monthly earn-
ings over a certain period of time. In
most cases the averaging period is the
number of years after 1950 up until
the year the person reaches 62 less the
5 lowest years. I proposed dropping
only the 2 lowest years rather than
the 5 lowest.

Seventeenth, eliminate parent's
benefit when the youngest child is age
6. The child would continue to receive
survivor's benefits until he or she is
18, but I proposed ellxninating the sur-
viving parent's benefits when the
youngest child reaches age 8—not 16. I
felt this proposal acknowledged the
major increase in the number of
women working in outside jobs.

Eighteenth, expand workers com-
pensation offset. About 165,000 people
now receiving social security disability
benefits also receive payments from
other Federal programs: veterans com-
pensation, civil service, military dis-
ability retirement benefits and black
lung benefits. All these benefits are
calculated without regard to what
other benefits the person is receiving.
After February 1981, people eligible
for social security disability payments
have a "cap" on their total combined
benefits equal to 80 percent of their
average predisability earnings. I pro-
posed extending this provision to all
recipients of social security disability
benefits.

Nineteenth, increase the number of
required quarters in covered employ-
ment to be disability-insured to 30 out
of 40 quarters. To receive disability
benefits, a person must have worked
at least 1 quarter for each year of age
above 21 and have worked a total of at
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least 20 of the last 40 quarters. My
proposal would requfre a person to
have worked at least 30 of the last 40
quarters in covered employment.

Eight of the nineteen proposals on
my 'laundry list" were incorporated
into the reform package on one form
or another. The package as it came
out of the Senate Finance Committee
agreed to:

Limit social security benefits paid to
foreigners (1);

Require new Federal Government
workers to pay into social security (4);

Raise the tax rate for the self-em-
ployed to 100 percent of the combined
employer-employee rate—which I
think is actually too much of an in-
crease. That represents a 25-percent
increase of the rate the self-employed
pay now and I was proposing a more
modest increase (6);

Increase the delayed retirement
credit for continuing to work beyond
age 65 (7);

Tax social security benefits if the
beneficiary's income (Including social
security) exceeds $25,000 or a married
couple's income exceeds $32,000 (9);

Raise the retirement age to 66
gradually after the year 2000 (10 and
11).
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Lower the COLA or even eliminate it

when the OASDI trust fund reserve
ratio falls below 20 percent (12);

Delay the COLA for 6 months (13).
I claim no pride of authorship of any

of these proposals. As I began my
studies of the financial problems of
the social security system more than 2
year ago, I soon realized there were
many sane, sensible ideas available
that would protect the solvency of the
system, without cutting benefits to
current recipients of social security
benefits.

This social security package is one of
the most constructive pieces of legisla-
tion, that I have participated in since
coming to the Senate. I commend the
members of the Commission, the
members of the House Ways and
Means Committee, all the Members of
the .House of Representatives, the
members of the Senate Finance Com-
mittee, and all those who had a hand
in shaping this package. In particular,
Senators Doi, ARMSTRONG, HEINz, and
MoymuAlq deserve our admiration and
gratitude for pulling this package to-
gether.

Democrats and Republicans alike
worked to make this a good package.
Because I was one of the earliest—per-
haps the first—to propose meanthgful
changes in the social security system, I

EXHIBIT 1
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have particular satisfaction with the
package.

I think we have a better assurance
now that social security will be intact
for the children and grandchildren of
those now collecting benefits.

Ruri's Socw SECWUTY SURVEY
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Item number coipnnd
with number in lext

Di
ree

Ifo
apioio

No

anei

1. Umt benefits ot foreigners..
2. Raise th 120 quarteTs
3. Earn one cedit 1 quartet..
4. cover new Goenimnt

4165
3.497
3,737

9&0
81.5
87.0

67
485
214

35
174
212

25

136

29

worke -
5. No chitdrens benefits fl

3679 85.0 371 171 71

ear retireflnt..
6. Increase seWplcyrnent

ta ..
7. Incigase work incentives
& Raise oUe age. ..

9 Ta social security..
10. Raise age to 65 p4as 3

II. Raise age to 65 pius 6
mo ..

12CA3pcentexpt
lowest 25 rcejit ol
ripms

13.3 mtb CI)LA la
14. One-baIt ndex for

3881

2,526
3,529
2.544
2,117

2,231

1.843

3,041.
3.213

90.0

59.0
82.0
60.0
49.0

52.0

4.0

flO
7&O

231

1.345
479,

1.137
1.904

1,412

1,723

M5
634

i39

308
195
430
151

329

474

243
316

41

113

89
181

120

320

252
.

163

129

bendts
15. (Iirnina diidrens

2,406 56.0 524 1O58
.

304

bene$it it parents' incie
$25000 3.622 84.0 473 136 6)

6. ncrese beeii
coniputaton b 3 yr

17. EImin I.if dd I e 6._.
Ia Cap atnfty benefits
19. fne qus ne

$or saily_... .....

2,473

2,592
3.519

2.878

58.0

0
2.O

67.0

989

957
394

740

624

589
286

533

206

154

93

135

Total Pfliid
Yes No Yes No No opinion Yes No No noo

Lwer IJie COlA (execp tie iest 25 percect rpient) .. ...... — 66 27 9 59 34 6 74 19

a. CR ress 3 rcent ror 4 .. .. . 39 . 36 24 39 36 25 39 38
b. Av out (YI ss $8 (tar 4 ) .. .. 60 25 . 15 57 26 17 63 26

I 1es 2 pweot fc 5 i — . .. . 29 46 Z5 30 46 24 29 41

d. CP tess I percent for 20 yr . .. 51 29 20 53 38 19 48 33
Change bexJnt xin secwity eflts ae based on percei1tag o$ a workers average nianitily

earnings 90 fcIt of first $23; 32 percent trom $230 to $1388; 5 pecceit ov $13S8 $230 and
$1388 are dponts iucrease these by ½ o The wage index instead of the full index — .... 56 20 24 53 8 29 58 fl

lhauge peiniage wbv there s aolt Governunt pension 63 24 13 54 27 19 71 21

Sirior netits. EJrnuI)ate Xnits nino chitdr 1$ I paient thes am the oth has axne exn
$25000 ... .. . 79 17 75 20 4 81 14

lncieas refr mnnø
Curreit)y a psa mt work 40 quatm (10 yt) to iaty la benetits. Making exceptions to, women

who raise childreii. raise to 60 quarters 66 23 U 67 18 14 64 2
a. Keep at 40 (quaileis)
b.Raiselolo - ....... - 41 34 24 46 2 31 34 41
c. Raise to 80 ....... .. .. 45 34 21 53 20 27 38 48
d. Raise to QO 8 56 36 14 34 52 4 71

e. Raise to 100 .. .. .. .. .. .. .. 32 4 28 25 30 44 35 47

7

23

11

23
19

20

8

4

8

38

5
24

18

RESULTS OF SOCIAL SECURITY HEARINGS IN MINNESOTA PRESENTED BY SENATOR RUDY BOSCHWITZ—FEBRUARY 1983 .

(In peiTt)

Total Raed

Yes No o nio Yes o No aiion

Noiuethd

Yes No rio opm—

Part I Cmniis PToposats:

Alva8 the cheiu1€d tax increases 1985 increa to 1984; 19O increase to 1988) .. 39 51 9 49 39 13

rceas setmptcyed tx (now at 7. pcent) 36 54 10 38 50 12

Tax 50 peicent at sccal security igiier income recpents lax 50 percent ot sotaI security benelits
tot peroiis with income abeve $2OaO (sing'e) i $25OO (Ha?Hed) 63 36 13 69 9 1

Delay Cl)tfi. (cost.Mng adjiisment) The atomc COLA scheut for July 1983 wOuld delayed

un1 Ianuay 1984 (6 mo) 55 42 3 59 37 4

Fdea Gu smT?enl emoyee: CrnuIswy cücetae 41in enIyees) attei Jan. I, 1984 70 23 7 72 20 8

Part Bthwti piqnsat&
Raise the retement ae 59 35 6 53 37 10

a. I no a y unt ge 65 48 39 3 52 32 6
b. I no a yr with age 67 42 3 15 43 3 19
C. I mo to 66 aId then index .., 58 30 12 5 28 14

28 67

31 61

51 48

50 48
66 27

63 35
42 48

38 50
58 32

S

8

I

i
7

2

10

Ii
ID.

Mr. CRANSTON. Mr. President, the combined work of many. The chair- tee, the Senator from Kansas (Mr.
bill before us today represents the man of the Senate Finance Commit- DOLE), and the Senator from New

Note.—Ptefise nd this m 01 Senator Rtidy BcIiwtt. U.S.
Siate, 1ton. D.C. 20510.



S 3764
York (Mr. Moiuwi) both served
upon the National Commission on
Social Security Reform and played an
enormously Important role in guiding
this legislation through the Finance
Committee and the Senate. Develop-
ing a compromise proposal n an area
of many so deeply felt views is an awe-
some task and the mere fact that the
Commission was able to reach a com-
promise Is commendable in and of
itself. The Finance Committee's work
adhered closely to the basic frame-
work of the Commission's proposal.

Mr. President, I also pay tribute to
the distinguished Senator from Louisi-
ana (Mr. LONG), the ranking minority
member of the Finance Committee.
Senator LONG has contributed signifi-
cantly to the refining of this proposal
and I was pleased to cosponsor his
amendment dealing with equitable im-
plementation of the provisions in the
legislation relating to coverage of Gov-
ernment workers. As always, the expe-
rience and wisdom of the Senator
from Louisiana adds immeasurably to
the legislation that emerges from the
Senate Finance Committee.

Mr. President, I want to also recog-
nize the enormous contribution and
leadership which has come from the
distinguished chairman of the House
Rules Committee, Representative
CL&uzE Pgpp. Representative PEPPER
has long been the outstanding champi-
on of the needs of older Americans
and his support for this proposal has
influenced the views of many Mem-
bers of the Congress.

Mr. President, I intend to vote for
H.R. 1900, as amended in the Senate.
This is a decision I have not come to
lightly. I have had, and I continue to
have, grave reservations about certain
aspects of this legislation. Certain pro-
visions, if presented to the Senate
alone, would not have my support.
However, it is a reality of the legisla-
tive process that compromises must be
reached in order that tmportant goals
can be achieved.

At stake here is the confidence of
the American people in our ability to
assure the continuation of the social
security system. Social security affects
the lives of every single American,
whatever his or her age or walk of life.
For older Americans, it is often the
lifeline for basic survival. For young
workers, it provides the security of
knowing that they will be protected in
the event of disability and in retire-
ment. Every American has an enor-
mous interest in the continuation and
stability of the social security pro-
gram. and each has an obligation to
share in the process of restoring this
important program to a stable and
secure fiscal status.

The legislation before us seeks to
spread the burden of stabilizing the
social security program between the
various segments of the population.
While not necessarily agreeing with
the exact balance reached. I recognize
that this proposal does achieve to a

significant degree that Important and
fundamental purpose.

Mr. President, it Is also Important to
point out what this legislation does
not do. It does not alter the funda-
mental structure of social security or
propose its replacement with some
other system, as some have recom-
mended. The Commission and the
Congress in passing this bill are reaf-
firming the basic soundness, fairness,
and necessity of continuing the social
security system. That message needs
to be communicated throughout the
country.

RAI5ING THE AGE OF RETIREMENT -

Mr. President, I do not intend to
take the time of the Senate to discuss
each and every provision of the legisla-
tion. However, there is one provision
that has caused considerable con-
cern—the raising of the age of retire-
ment to 66 after the turn of the cen-
tury—which I wish to discuss.

Mr. President, on January 26, I in-
troduced legislation, 5. 2, the proposed
Employment Oppoitunities for Older
Americans Act, which contains a
number of provisions to encourage
older workers to stay in the work
force, particularly in part-time posi-
tions. Public opinion polls over the
past few years have demonstrated that
older workers in Overwhelming num-
bers would generally like to remain In
the work force. Demographic data also
clearly indicate that in the next cen-
tury we will be entering a labor scarce
era when the contributions of older
workers will be greatly needed. I be-
lieve that we ought to take every step
possible to encourage employers to
provide work opportunities for older
workers and to encourage older work-
ers to delay retirement. Two issues ad-
dressed in S. 2—the increase in the de-
layed retirement adjustment factor
and modification of the earnings limi-
tation test—are included in the legisla-
tion before us today and are aimed at
encouraging continued work effort by
older workers.

My bill focuses on creating incen-
tives and eliminating or reducing disin-
centives for delayed retirement; it did
not, as does the present bill, reduce
signficantly social security benefits for
those who choose or must retire
before age 66. I would prefer to follow
the approach of S. 2—creating incen-
tives, rather than penalties.

I also think that it is unrealistic and
inequitable to raise the age of retire-
ment without taking the necessary
steps to assure that the employment
opportunities will be available for
these older workers and that adequate
protections are provided to those indi-
viduals who will be unable to continue
in the work force.

The amendment offered by the Sen-
ator from New Jersey (Mr. BRADLEY).
to establish a new disability program
for those over age 62 in ill health and
unable to continue in their prior occu-
pat4onal fields, but not disabled
enough to meet the current SSDI to-
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tally disabled criterion, would deal
with a portion of this problem,

Unfortunately, the Senate did not
adopt this amendment. It Is clear,
however, that some type of protection
along the lines proposed by the Sena-
tor from New Jersey for workers who
fall into this category must be devel-
oped before the increase in the retire-
ment age is implemented, and the
amendment of the Senator from Penn-
sylvania to require a study of this
matter should be helpful in moving
toward the development and enact-
ment in a timely fashion of provisions
relating to early retirements forced by
ill health.

There are other individuals, particu-
larly older women and minority indi-
viduals, who are likely to lack employ-
ment opportunities as older workers.
We need to take new steps to make
sure that all segments of our popula-
tion will have equal access and ability
to continue working if the benefits are
to be reduced for retirement before
age 66. If we fail to do this, we will—
very unfairly—be simply reducing
benefits for those who have no alter-
natives to supplement their income.

Fortunately, the effective date of
the increase in the age for full bene-
fits is almost two decades away—
longer under the House bill—and
there will be ample opportunities to
reassess the impact of these provisions
and our progress in rectifying these
problems in employment opportunities
before a new retirement age actually
takes effect.

However, I believe that it is in the
interests of both our Nation and older
workers themselves to begin a process
of reevaluating our policies regarding
retirement and older workers. Each
year, thousands of older workers are
forced against their wills out of the
work force by mandatory retirement
policies, age discrimination, and the
existence of fiscal disincentives in
public and private pension programs. I
think it is time for our Nation to being
to foster a new perspective on retire-
ment that would be premised upon a
shift from the concept of an abrupt,
total withdrawal from the labor force
to one of gradual withdrawal where
older workers are afforded the oppor-
tunity. if they choose, to reduce their
work pace, shift to less demanding
work roles, or participate in more
flexible work schedules. My legisla-
tion, 5. 2, is designed to encourage this
shift and I intend to devote substan-
tial effort to achieving its goals. In the
near future, I plan to reintroduce 5. 2
in two separate bills so that the provi-
sions which relate to matters within
the jurisdiction of the Labor and
Human Resources Committee will be
separated from those within the juris-
diction of the Finance Committee. If
the two aspects of 5. 2 in the legisla-
tion before us today are enacted, those
provisions will be deleted. I very much
hope that both committees will con-
duct hearings on these separate bills.

CONGRESSIONAL RECORD — SENATE
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COVERAGE OP FEDERAL EMPLOYEES

Mr. President, I also have had strong
reservations regarding the manner In
which the committee bill dealt with
Federal employees. The Commission
recommended that new Federal em-
ployees be brought into the social se-
curity system, but also recommended
the development of a supplemental
civil service retirement program—like
that available to private employees
covered by social security—for Federal
workers. The Finance Committee bill,
however, dealt only with bringing new
workers Into social security; it pro-
vided no assurances that a new supple-
mental system would be developed or
that the Interests of present Federal
workers in the existing civil service re-
tirement system would be protected.

I was therefore pleased to be an
original cosponsor of the amendment
offered by the distinguished Senator
from Louisiana (Mr. LONG) to delay
bringing new Federai employees into
the social security system until such
time as Congress has provided a modi-
fied Federal retirement system which
coordinates benefits with the social se-
curity system and protects the integri-
ty of the Federal retirement system. I
was delighted that this amendment
was adopted.

CONCLUSION

Mr. President, as I stated at the
outset, I will support the social secu-
rity reform legislation. I have strong
reservations about certain aspects of
the package but, on balance, the enor-
mous Importance of demonstrating to
the American people that the sociai
security system will continue overrides
the specific shortcomings in the pack-
age.

Mr. PERCY. Mr. President, I sup-
port the Social Security Amendments
of 1983 because they will restore fi-
nanciai solvency to the social security
system and will, in future years, pro-
vide the reforms necessary to Insure
the stability of the system for tomor-
row's retirees.

I want to commend all of those who
have played a major role in fashioning
this bipartisan, compromise package:
Senator DoLE, .the distinguished chair-
man of the Committee on Finance;
Senator HEINZ, chairman of the Aging
Committee, on which I have been hon-
ored to serve for many years; Senators
MOYNIHAN and ARM5TRONG and the
other members of the Finance Com-
mittee.

Putting together this package re-
quired making very difficult choices. I
am not aware of one Senator that sup-
ports each and every provision of the
bill There are parts of it that I do not
support. Many of my Illinois constitu-
ents have serious concerns about var-
ious provisions of the bill. I conducted
a special survey of elderly Illinoisans—
their concerns are quite evident. But
even they as a group do not agree on
which measures should be adopted.
Given this disagreement on all parts
of the bill and the urgency of dealing
with the social security financing

problem, H.R. 1900 is a fair and rea-
sonable compromise which should be
supported.

The Sociai Security Amendments of
1983 are a major accomplishment for
two reasons. First, it will allay the
fears of millions of elderly Americans
who have been living for 2 years with
a social security system teetering on
the brink of bankruptcy. B.R. 1900
will Insure the timely paymeit of all
social security benefits from 1983 to
1989, the 7-year period for which the
National Commission on Social Secu-
rity Reform has identified a $165 bil-
lion deficit.

Second, the Social Security Amend-
ments of 1983 address the long-range
deficit expected to occur under the ex-
isting system when the baby boom
generation begins to retire in the next
century. Confronting this problem is
even more significant because it has
served to undermine the confidence
and popularity the social security
system has so long enjoyed. Recent
polls have shown that three out of
four people under age 45 believe the
social security system will collapse
before they reach retirement age. HR.
1900 wIll eliminate the long-term def i-
cit within a reasonable range of eco-
nomic projections through several
modifications in the system. Along
with the automatiq stabillzers included
in the bill, these iefonns will avert
funding crises like 'the one we now.
face.

H.R. 1900 essentially embodies the
recommendations of the National
Commission on Social Security
Reform. It is a solution that requires
sacrifice on the part of all parties who
have a stake in soclai security—cur-
rent and future beneficiaries and tax-
payers alike.

Contained in the bill are measures
which restore the solvency of the
system for the foreseeable future with
no benefit reductions in current social
security benefit levels and no increases
in payroll tax rates above those al-
ready scheduled in the law. The bill
reaffirms the soundness of the basic
structure of social security by making
balanced and minimal adjustments to
provide immediate relief from the
short-term financing problems and to
restore the long-term solvency of the
program.

First, the bill would expand cover-
age. Newly hired Federai employees,
the President, Vice President, Mem-
bers of Congress the Social Security
Commission and employees of non-
profit organizations would be covered
by social security. State and local gov-
ermnents would no longer be granted
the privilege of opting otit of the
system. To deal with the problem that
will exist as long as coverage is not
universal, windfalls will be eliminated
for people who earn disproportionate-
ly large benefits because of long peri-
ods in noncovered employment. To
moderate the impact of this provision,
the bill would phase in the windfall
provision and provide additional guar-
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antees for persons with long periods of
covered employment.

Second, the aimuai costof-living ad-
justment (COLA) of social security
benefits and supplemental security
income payments would be delayed by
6 months, from July to January. To
protect the needy elderly during the
transition to the new payment sched-
ule, the maximum payment under the
SSI program would be increased $20
per month—$30 for couples. This
would allow the income of all SSI re-
cipients to rise by $20 per month be-
ginning in July even though his or her
COLA is delayed.

Third, for beneficiaries with high in-
comes, half of social security benefits
would be included in taxable income.
The "notch" resulting under the Com-
mission's recommendation to tax one-
half of benefits for persons with ad-
justed gross income of $20,000 or more
was eliminated by specifying that half
of social security benefits be added to
the indivlduai's. adjusted gross income
and his income from tax-exempt obli-
gations to determine whether any of
his benefits will be subject to taxation.
Counting adjusted gross income, tax-
exempt interest and half of social se-
curity benefits in this manner result in
thresholds of $25,000 for an individual
and $32,000 for a couple. The lesser of
one-half of social security benefits or
one-half of income above the thresh-
olds would be subject to income taxes.

Fourth, part of the payroll tax Iii-
creases now scheduled by law would be
accelerated, as recommended by the
National Commission. The 1985 in.
crease in the tax rate would take place
in 1984, and part of the 1990 hIke
would take place in 1988. A direct
credit against FICA tax would exactly
offset the increase in the employee's
tax in '1984 so that the acceleration in
the rate increase originally set for
1985 will increase trust funds receipts
without increasing an employee's tax
liability.

Filth, for the sell-employed, the tax
rate on sell-employed income would be
increased so as to equalize his or her
contribution to the social security
trust funds with the combined contri-
bution paid by workers and their em-
ployers. To offset partially the in-
creased tax burden, the bill would pro-
vide a tax credit against sell-employ-
ment taxes equal to 2.9 percent of
income in 1984, 2.5 percent in 1985, 2.2
percent in 1986, 2.1 percent for 1987
through 1989, and 2.3 percent in 1990.
and thereafter.

Sixth, the bill would raise the age at
which full retirement benefits are pay-
able from 65 to 66, by 1 month a year,
between 2000 and 2012. Early retire-
ment benefits would continue to be
payable at 62.

Seventh, H.R. 1900 would gradually
reduce the level of present law bene-
fits payable to people who retire after
the turn of the century by about 5
percent. In conjunction with the rest
of the bill's provisions, these two
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changes would eliminate the long-term
deficit projected by the National Com-
mission on Social Security Reform.

Eighth, for the elderly who continue
to work and who do not now receive an
actuarially fair Increase in benefits
when they delay retirement, the de-
layed retirement credit would be in-
creased from 3 percent to 8 percent a
year.

Ninth, to further eliminate the dis-
incentive for older persons who wish
to continue working, the bill would
gradually phase out the retirement
earnings test for people 65 and older. I
have long supported this change and
applaud its Inclusion in the Senate
bill.

Tenth, the bill a'so includes several
provisions designed to address a
number of Inequities that have mostly
affected women. Benefits are un-
proved for widows and widowers and
for disabled widows and widowers.

Last, the social security amendments
contain fall-safe and stabilizer provi-
sions to Insure that the social security
system never again finds itself at the
brink of bankruptcy. First, to stabilize
the system, the bifi includes the rec-
ommendation of the National Commis-
sion to trigger a new method of Index-
mg benefits if reserves are critically
low, beginning in 1988. H.R. 1900 also
includes a provision that requires the
Secretary of Health and Human Serv-
ices to determine whether the full
amount of the annual cost-of-living ad-
justment (COLA) can be paid without
reserves falling below 20 percent of
outgo. If reserves would fall below
that amount, the Secretary Is required
to announce by the precedIng July 1
the amount of the COLA that could be
provided without further depleting re-
serves. Should Congress then fail to
respond by providing the additional f i-
nancing necessary to keep the reserves
from falling, the lower COLA would
then go into effect in January. The
bill directs the Secretary to adjust the
COLA first for persons with monthly
benefits above $250 to protect the el-
derly poor who receive social security
benefits.

To further bolster the trust funds in
the event of adverse economic condli
tions, the bifi includes interfund bor-
rowing among the three social security
trust funds. Also, when trust funds are
unable to pay at least 11/2 months of
benefits, the Secretary of the Treas-
ury would be required to transfer to
the old age and survivors and disabil-
ity insurance trust funds on the first
day of the month the full amount of
payroll tax revenues expected to be
collected during the month. This "nor-
mallzlng" of tax transfers would pro-
vide income to the trust funds at the
start of the month when benefit ex-
penditures are heavily concentrated.
Interest would be charged on the
excess sums so transferred. Together
these provisions will, for the first time,
provide the safety valve necessary to
insure the continued solvency of the
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social security system during the
eighties and beyond.

Mr. President, as I said before, this
package strikes a balance which
spreads the cost of a sound social secu-
rity system among. all of us. That is
why I opposed a number of amend-
ments offered on the floor of the
Senate to make major changes in the
bill.

I opposed two amendments which
would have made reductions in the
COLA. One would have eliminated the
COLA for 1983 rather than delay it 6
months. The other would have had
the effect of cutting next year's
COLA.

I also voted against an amendment
to raise the retirement age to 68,
rather than 66 in the committee bill
and to raise the early retirement age
to 65. The committee bill preserves the
age 62 early retirement option. I Op-
posed this amendment for two rea-
sons. First, the bill contains long-range
reforms that will meet the deficit ex-
pected in the next century, according
to the best economic assumptions we
have. Second, splitting the long-run
solution between raising the retire-
ment age and reducing replacement
rates spreads the added costs of fi-
nancing the projected growth in bene-
ficiary population equitably among
those who will be beneficiaries in the
21st century. This in my view is a
better approach than raising the early
retirement option to age 65 because it
would place the heaviest burden on
those who are forced into early retire-
ment by disability or job loss.

All three of these amendments
would have essentially cut benefits
beyond the reforms contained in this
bill and beyond those needed to meet
the estimated deficits in the short-
and the long-term. They went beyond
the commitment I have to my con-
stituents to support measures neces-
sary to put the system back on firm fi
nancial footing.

This brings me to my support of the
Heinz amendment which would have
removed from the Federal unified
budget the old age and survivors insur-
ance trust fund (OASI) and the dis-
ability insurance (DI) trust fund. I
agree with Senator HEINz that this
measure is necessary to fully restore
confidence in the social security
system, to guarantee its independenàe
now and in the future and to assure
that the changes made here today are
made for one and one reason only—to
restore fiscal solvency to the system so
that benefits can continue to be paid.
There should be no fear that Congress
will "balance the budget on the backs
of the elderly." This fear is height-
ened every year during the annual
debate on the budget resolution when,
because the social security trust funds
are included in the unified budget, we
give the impression that the flow of
benefits Is dependent upon the health
of the entire Federal budget. This is
simply not true. The social security
system is an Independent one which
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pays benefits with the contributions it
receives from workers. Congress
should not consider changes In the
social security system beyond those
necessary to insure that it can meet its
own commitments. I regret that the
amendment was not adopted by the
ful' Senate.

Last, Mr. President, I voted against
an amendment to delete coverage of
new Federal workers, which was de-
feated by a vote of 86-12. I opposed
the amendment because it would have
eliminated a key part of the social se-
curity compromise package, creating a
short-term deficit of $9.3 billion and a
long-range deficit of 0.2 percent of
payroll in the long run, rather than
the modest surplus now in the bill. I
could not support the amendment be-
cause it would have unraveled the
package.

I was, however, concerned about new
Federal workers coming into the
system without a supplemental pen-
sion plan which was recommended by
the National Commission on Social Se-
curity Reform. For that reason, I sup-
ported an amendment to establish a
timetable for developing a supplemen-
tal pension plan by October 1, 1985.
This amendment was defeated by a
majority of the Senate, and coverage
of new workers was subsequently de-
layed until a supplemental pension
plan can be developed.

On balance, Mr. President, the
Social Security Amendments of 1983
are equitable and accomplish the very
crucial task of preserving the social se-
curity system. I support this biparti-
san compromise and urge my col-
leagues to join me in voting for it. It is
a vote for maintaining the flow of
benefits to today's retirees and a vote
for restoring confidence in the future
of the system for generations to come.
• Mrs. KASSEBAUM. Mr. President,
the major elements of the social secu-
rity financing package are widely
known and have been thoroughly dis-
cussed and analyzed. This comes as
little surprise, as these provisions will
affect millions of Americans; and all of
us find things to like and dislike about
the package. I would like at this time
to turn to several features of the
measure which I like very much. They
are not well known due to their more
Umited impact, but they can be enor-
mously Important to many people—
particularly women.

These provisions take a number of
positive steps toward improving the
system in ways which are helpful
largely to women. I commend the Na-
tional Commission on Social Security
Reform and the Finance Committee
for having acknowledged the need in
this area. Although these are small
steps, I think it Is useful to draw to
the attention of the Senate the need
for improvement and to the role of
this legislation in meeting a part of it.

Discussion of the treatment of
women under social security quickly
becomes complex because the Social
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Security Act, for the most part,. Is
gender-neutral on its face. In fact, the
few remaining gender-based distinc-
tions In the law are eliminated In the
House version of H.R. 1900. These dis-
tinctions are highly technical and
many have akeady been effectively
negated as a result of court actions.

The problems that many women ex-
perience occur because the assump-
tions upon which the act Is based no
longer hold true In an Increasing
number of cases. Social security Is
built on the assumption that a mar-
ried couple is composed of a breadwin-
ning husband and a homemaker wife.
It further assumes that marriages last
a lifetime and that a wife will outlive
her husband by only a few years at
most. These logical assumptions for
the late thirties—when fewer than 20
percent of married women worked out-
side the home, when 1 in 7 marrIages
ended In divorce, and when life expec-
tancies between men and women
varied little. Today, the experiences of
more and more women fail to fit the
pattern which existed in the thirties.

What we now see Is a diversity of
patterns, each raising separate Issues
with respect to social security. The
most useful franiework for examining
the changes made by this legislation Is
to look at its treatment of women as
workers, as divorced spouses, and as
widows.

WORKING WOMEN

Female participation in the paid
work force has increased dramatically
and Is continuing to do so. From the
standpoint of social security coverage,
this trend Is helpful in that women are
increasingly able to establish inde-
pendent entitlement to benefits. Eow-
ever, the work patterns of women vary
from that of men as maxiy worklngwo-
men drop out of the labor force for
some period of time to raise young
children. These nonworklng years are
counted as zero-earnIngs years for the
purpose of determining the average
earnings upon which social security
benefit amounts are based. Currently,
up to 5 years of lowest career earnings
are dropped before this calculation is
made—thereby reducing the impact
which low or zero-earnings have in
bringing down average earnings levels.

The legislation reported by the
Senate Finance Committee allows up
to two additional "dropout" years for
persons who leave the work force to
care for a child under the age of 3 in
the home. A worker must have no
earnings during the year in order to
take advantage of this new provision.
This change will have the effect of in-
creasing the social security benefits of
women who interrupt their working
careers for the purpose of child rear-
ing, recognizing the growing preva-
lence of this pattern.

DIVORCED SPOUSES

The incidence of divorce has in-
creased substantially since social secu-
rity was first enacted, with the mar-
riages of 1 In 3 women age 26 to 40 ex-
pected to end in divorce. Dissolution of
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a marriage has particularly severe con-
sequences for those women who have
spent most of their adult lives working
in the home. Without recent training
or outside work force experience,
these women experience serious diff i-
culty in finding jobs. In addition, they
have little time in which to build inde-
pendent eligibility for benefits. The
Social Security Act does recognize this
situation through provisions which
allow a divorced spouse to receive
benefits based upon the ern1ngs
record of a former spouse If the mar-
riage lasted 10 years or longer.

Thus, the current law is helpful, but
not without its flaws. Because benefits
made available to the divorced spouse
are based on the earnings record of
the former spouse, the dependent
spouse—generally the woman—cannot
receive any benefits until the working
spouse receives benefits. Take the situ-
ation of a divorced couple, both aged
65. The former wife spent most of her
adult life as a homemaker and, at age
65, is no longer able to find employ-
ment. If she has any independent enti-
tlement to social security benefits at
all, it is extremely small. Should her
former husband choose to continue
working until age 68 or 70, she would
be unable to receive any benefits based
on his record until that time. Alterna-
tively, he may retire at age 65 and sub-
sequently decide to return to work at
age 67. If his earnings are high
enough, he would not be receiving
benefits; and benefits to his former
wife would be terminated as well.

Although such situations are rare,
they do impose substantial hardship
and uncertainty upon older divorced
women. This legislation addresses this
problem by permitting spouses who
have been divorced for at least 2 years
to draw benefits at age 62 If the
former spouse Is eligible for benefits—
even If the benefits are not being col-
lected at that time.

WIDOWS
Approximately 75 percent of older

men are married and living with their
wives, while 52 percent of older women
are widows. Currently, 59 percent of
indIviduals 65 and older are women. At
the oldest ages, women outnumber
men 2 to 1.

Many of these widows have been de-
pendent upon their husbands' incomes
and long years of widowhood have
often exhausted supplemental re-
sources. On the average, total death
benefits left by husbands to widows
amount to $12,000 from all sources. It
Is not surprising therefore to realize
that older women living alone are
among the poorest groups in our soci-
ety.

Although changes in the Social Se-
curity Act alone cannot be expected to
deal with all these serious problems,
the legislation under consideration
does offer assistance to certain groups
of widows and widowers. First, the bill
provides for changes In the method of
indexing a deceased worker's earnings
for purposes of determining a survivor
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benefit. Under the measure, these
earnings would be indexed to reflect
economywide wage increases up to the
year the worker would have reached
age 60 or 2 years before the survivor
becomes eligible for benefits—which-
ever Is earlier. This change would pro-
vide particular assistance to survivors
of workers who die long before their
survivors are eligible for benefits. In
these situations, surviving spouses now
receive a benefit based on outdated
wage levels. Under the bill, benefits
would be calculated on a basis that
more closely reflects current wage
levels.

A second group which would benefit
from this bill is disabled widows and
widowers. In general, surviving
spouses are first eligible to receive
benefits at age 60 at an actuarially re-
duced level of 71.5 percent of the de-
ceased workers' full benefit amount.
Eowever, disabled survivors may re-
ceive benefits between the ages of 50
to 59. Benefit amounts are also actu-
aria1y reduced, so that an individual
who begins receiving benefits at age 50
receives a benefit amount equal to 50
percent of the full benefit. This bene-
fit level Is quite low—averaging about
$242 per month—particularly consider-
Ing that the recipient's disability pre-
vents him or her from working. This
measure provides that benefits to dis-
abled widows and widowers between
the ages of 50 to 59 wIll equal 71.5 per-
cent of the workers' benefit amounts—
the same level provided survivors who
begin receiving benefits at age 60.

ThIrd earlier today the Senate ap-
proved an amendment offered by the
Senator from Michigan, Mr. LEvn,
which would provide transitional as-
sistance to widows between the ages of
55 and 59. I was pleased to have joined
in cosponsoring this amendment,
which offers support at a critical time
In the lives of many women confront-
ing widowhood. Currently, a widow
under age 60 does not qualify for
social security benefits unless she is
disabled or is caring for a child who s
either disabled or under the age of 16.
Consequently, there are a number of
women who, having spent most of
their adult years as homemakers, are
Ill-prepared for the paid labor force
immediately upon the deaths of their
husbands. The amendment would pro-
vide these women with 6 months of
transitional benefits to permit them
sufficient time to obtain training or to
seek employment. These benefits
would be subject to the social security
outside earnings limitation, so that
they would not be provided to individ-
uals who do receive income after being
widowed.

One final feature I want to mention
Is one which treats benefit eligibility
upon remarriage in a consistent
manner for all types of beneficiaries.
Currently, surviving spouses may re-
marry after age 60—the time at which
they first become eligible for bene-
fits—and continue receiving benefits.
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However, benefits for disabled surviv-
trig spouses and disabled divorced sur-
vivors are temthated if the individual
remarries prior to age 60, even though
they may first become eligible for
benefits from age 50 to 59. Benefits
are teminated for suviving divorced
spouses upon remarriage at any age.

This measure eliminates these dis-
tinctions, providing that remarriage
after the date of first eligibility for
benefits will not result in the termina-
tion of benefits.

Obviously, the revisions made by the
legislation fall short of meeting the
broader concerns expressed regarding
the treatment of women under social
security. For example, many married
women who have worked and paid
social security payroll taxes for several
years have expressed deep concern
that they receive no more in benefits
than they would have received had
they never contributed to the system;
The earnings sharing approach, allow-
ing married couples to combine and
divide their earnings records for pur•
poses of establishing social securlty
eligibility, is one which has received
considerable attention as a more far-
ranging reform of the system. During
earlier consideration of this measure,
the Senate adopted an amendment re
qulrthg the Secretary of Health and
Human Services to prepare an imple
mentatlon report on earnings sharing.
This is an area which will continue to
receive attention. I am pleased that
my colleague from Kansas, Mr. DoLE,
has indicated the intentions of the
Senate Finance Coxnxmttee to hold
hearings this year on the issue of
women and retirement income.

Again, I applaud the efforts of those
who have worked hard on behalf of
positive improvements in the system.S

Mr. ROBERT C. BYRD. Mr. Presi-
dent, I cast my vote In support of this
legislation after much reflection and
despite the fact that I have grave res-
ervations about many of its individual
provisions.

This s a compromise bill, arrived at
after many days of arduous and occa-
sionally acrimonious debate, delibera-
tion, and negotiation. Like every com•
promise, it contains its share of bitter
pills to swallow.

I, for one, am especially troubled
that this legislation will raise the re
tfrement age to 66 in the next century.
Raising the retirement age will mean
real hardship for many older Ameri-
cans who simply cannot continue to
work until age 66, but who are not so
totally disabled that they can qualify
for disability benefits under the very
stringent disabifity definition in cur.
rent law. This provision will particu-
larly hurt blue collar workers, those
who earn their living by working with
their hiuids. Many of these people will
be forced to retire er1y at age 62. and
will suffer even deeper reductions In
their benefits as a penalty. It is my
fervent hope that Congress will recon-
sider this change in future years. and
substitute a better alternative for
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meeting the long-term deficit facing
the social security system.

Nor is this the only proviton in thfs
bill which I could not support, were it
not part of a larger, bipartisan com-
promise. I do not like asking older
Americans to delay their cost-of-living
increase, or to pay taxes on their
social security benefits. I do not like
asking sell-employed Americans to
contribute a greater share to social se.
curity or asking working Americans
and their employers to pay social secu-
rity tax Increases on an accelerated
schedule. I wish that none of these
provisions were part of this legislation.

Despite these serious concerns, I be-
lieve that this is a fair and reasonable
package, one which meets the test of
evenhandedness and balance in the
sacrifice it asks of all our citizens to
make the social security system whole
again. Under this bill, all those who
have a stake in social security's
future—the 116 million Americans
whose taxes support the system, the
36 million beneficiaries who depend
ipon social security for their liveli-
hood, and those Federal workers and
Members of Congress not now a part
of the system—would share in the
burden of restoring the system to sol-
vency.

I wish that it were not necessary to
ask that these sacrifices be made, but
what is at stake here is nothing less
than the very future of our most un-
portant and enduring social program,
a system which touches the lives of
virtually every American. Today, that
system faces a financing crsfs of Un-
precedented magnitude, as well as a
crisis in confidence on the part of the
American people, whose faith in the
system has been deeply shaken by the
recurrent crisis surrounding social se•
curity in recent years.

We must act decisively to end this
crisis of confidence. We owe a debt of
gratitude to all of those who worked
so hard to bring this compromise bill
before us, to the National Commission
on Social Security Reform, to all the
Members of the House and Senate
who have worked to improve and pass
this legislation, and to the many out-
side Individuals and organizations that
have contributed to its development.

In passing this legislation, we take
the necessary steps to restore social se-
curity to both short- and long-term
solvency. In voting for this bill, we
send a dear message to the American
people that this Congress has the p0-
Utical will to keep its promises to
those Americans who have faithfully
paid into social security in the expec-
tation that it would be there for them
when they retire,

In sum, It do not like this bill and I
wish that the problem would just go
away. But wien 'aced with the alter-
iative—bankruptcy of tie social secu-
rity systern— have no other choice.
• Mr. RIEGLE. Mr. President, I want
to take this opportunity to comment
on this critical legislation we have
been considering over the last few
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days designed to assure the financial
integrity of the social security system.
The social security system has been
one of the most important initiatives
undertaken by the Federal Govern-
ment during this century. By provid-
ing a guarantee of basic retirement
income for senior Americans, no
longer will older workers have to fear
retirement. While social security does
not provide, nor was it ever intended
to provide, a full retirement pension, it
does nevertheless supply a basic
income, protected against inflation,
for retired workers and their families.
This is not welfare or Government
charity. Social security benefits are
based on contributions made by work-
ers and their employers throughout
their working career. Congress has a
solemn obligation to assure that social
security remains on a sound financial
footing, and that is the reason we are
acting on the legislation before us
today.

Mr. President, I strongly believe that
the recommendations of the National
Commission of Social Security Reform
and the bill before us today are a re-
markable achievement in compromise.
The burdens resulting from the pro-
posa]s contained in this legislation fall
upon all sectors of society where all
have been asked to sacrifice. Neverthe-
less, I have strong reservations regard-
ing several of the proposals included
in this package. We voted on many
amendments, several of which were
designed to lessen the inequitable
hardships created by particular provi-
sions. The Long amendment which I
strongly supported, was adopted and
that was an Important improvement.

Mr. President, on balance, I believe
this is the best possible compromise
that can be achieved at this time with
the Reagan administration in control
of the executive branch of Govern-
ment. It is profoundly in the national
interest that we deal now with the fi-
nancial problems facing social security
growing out of years of major reces-
sion and high inflation. It is essential
that the social security system be kept
solvent and strong and absolutely
guaranteed into the future for our
workers, retirees, and their families.
We must take social security out of
the line of attack of the Reagan ad-
ministration.

This package, while imperfect, is the
best compromise we are able to
achieve at this time. Perhaps we can
make other positive modifications and
changes in the future when the politi-
cal balance of power again shifts in
cur country. For now, we have suc-
ceeded m the struggle to prevent the
major cuts in benefits originally
sought by the Reagan administration.
That is a major accomplishment.

I did not cosponsor this legislation
d'e to my reservations about several
aspects of the package. Mr vote for
final passage does not withdraw those
reservations. Further beneficial
changes will have to come from future
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fights which I anticipate and Intend to
help lead.

Mr. NICKLES. Mr. President, it is
with a great deal of respect and sincer-
ity that I commend my colleagues for
their deliberations and hours of work
represented In the legislation that the
Senate has been considering the past 2
weeks. The members of the Finance
Committee have labored very hard to
bring to the full Senate a bill which
the majority could accept.

However, after serious study of the
provisions in the measure before us
and participation In the debate on the
bill, I regret to say that I cannot, in
good conscience, support the legisla-
tion as the right sQlution for returning
solvency to the social seewity system.
In short, the package relies too heav-
ily on tax increases, particularly in the
short-range period between 1983 and
1989, with badly needed structural
changes becoming effective much too
far Into the future.

In looking at the provisions of 5. 1,
legislative changes have been proposed
which are promised to bring $168 bil-
lion into the social security trust fund
over the next 7 years. The breakdown
of how much of the shortfall is raised
through new or accelerated tax in-
creases and how much is a result of
true structural reform of the system is
as follows:

Billion
New taxes 128
Structural reform 40

In my opinion, this 3-to-i ratio is un-
acceptable as reform. It is unaccepta-
ble for three reasons. First, and most
obviously, it does not represent a bal-
anced approach to the short-range
problem. When I first began contribut-
ing to the social security system, taxes
were 3 percent on $4,800, today it is 6.7
percent on $35,000 and by 1990 it will
be 7.65 percent on $57,000. Special
groups, such as employees, the self-
employed, the business community,
nonprofit organizations, and new Gov-
ernment employees are targeted with
particularly onerous tax increases.
That is an enormous tax increase for
individuals and employees alike to
make.

Second, the $128 billion tax increase
in this measure cannot be viewed as
separate from the tax increases which
are already scheduled to take place be-
tween now and 1990. Even without the
changes proposed under this bill,
social security taxes are expected to
increase from $206 billion in 1983 to
over $400 billion in 1990. Americans
will being paying double the social se-
curity taxes they now pay in only 7
years. Surely this rapid escalation of
taxes should be adequate current reve-
nue to provide economic protection to
our elderly without adding another
$128 billion in tax increases, as pro-
posed by this measure. When all of
these tax increases are compared to
the meager 40 billion dollars, worth of
structural changes in this bill, the ob-
jections that I and many Americans
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will have to this legislation become
much more clearly focused.

Third, and finally, this ratio of tax
Increases verses structural reforitis
should be objectionable to all because
of what history has taught us about
the taxing approach In dealing with
short-falls in social security. Only 6
years ago, Congress confronted an
ailing social security system and se-
lected tax increases as the least pain-
ful and most effective prescription. It
was hailed as the final cure-all for gen-
erations to come. Unfortunately, we
now see that this remedy only added
to the already oppressive tax burden
of our country and didn't keep social
security solvent for even the duration
of a decade. Surely, anyone can make
a mistake once, but it would be sheer
folly to hold out this same no-answer
to Americans with the promise that it
will bring solvency to social security
when it so obviously failed in our past.
In my opinion, there is too much
danger that we will be back again per-
haps in another 6 years or less, to raise
taxes even higher—all because Con-
gress neglected to address the underly-
ng causes for such repeated short-
fails.

In addition to the tax increases, my
final objection to the bill before us is
that it establishes a dangerous prece-
dent of resorting to the use 'of general
revenues in an effort to shore up
social security, The creation of one-
time or permanent tax credits in an
effort to offset the increases in FICA
taxes aimed at workers and select
groups is another dead-end approach
in trying to solve the problems of the
social security system. Basically, we
are robbing Peter to pay Paul—only
Peter already owes about $1 trillion to
the Federal Treasury which is com-
pounding at the rate of $200 billion
per year. We have no extra resources
from which to bail social security out
of Its present woes. In fact, social secu-
rity was never intended to become a
borrower, but a self-financing Insur-
ance for our elderly and disabled. We
break new and treacherous ground
and do a great disservice to those who
are dependefit upon the program
when we start trying to help social se-
curity out. by dipping into nonexistent
general revenues.

I do regret that changes were not
adopted to keep the system both sol-
vent and affordable for persons de-
pendent on social security and for
future generations.

Mr. DOMENICI. Mr. President,
social security touches the lives of mil-
lions of Americans every day. Some 36
million people, including 172.000 In
New Mexico, are now drawing benef'ts
and another 116 million are paying
Into the system. Citizens of all ages
have a stake in the program. Judging
from the thousand of letters and
phone calls I have received from New
Mexicans, they are alarmed about its
fate. Because we cannot risk having
social security for the first time in
over 40 years not pay out checks
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promptly, I rise in support of the
Social Security Amendments of 1983.

EXTENT O' TAXATION

This bill is the result of a bipartisan
compromise involving both the Na-
tional Commission on Social Security
Reform, the Congress, and the Presi-
dent. As such, it contains elements
which many of us, myself included,
would not support if they were not
part of the whole compromise. I have
had two reservations about the legisla-
tion now before us. First, I am con-
cerned that too many additional taxes
will delay economic recovery either by
adding to inflation or to unemploy-
ment levels. This economic recovery
has to be our No. 1 priority because it
will benefit everyone, both workers
and those retirees drawing social secu-
rity checks. Because of the heavy reli-
ance on taxes to solve the short-term
problem, we must avoid any effort to
increase them futher. I am, therefore,
pleased that the Senate proposal to
solve the long-term problem offers
only a i-year increase in the retire-
ment age plus a slight reduction in the
replacement rate formula—both to be
phased in gradually in the next cen-
tury.

I hope that we can persuade the
House that this is a better combina-
thrn. From the perspective of my own
State, raising the retirement age by
only 1 year is preferable to the
House's Increase to age 67 since the
life expectancy of some of my consti-
tutents Is below the national average.
It is, however, imperative that we take
action now to reduce the long-term
deficit. Otherwise, we will never re-
store the confidence that younger
workers must have in the program.

INCLUSION OP FEDERAL WORKERS

While the process of considering this
legislation has allayed the fears of
many Americans, it seems to have pro-
duced a new anxiety in another seg-
ment of our population. I am referring
to the Federal civilian and postal
workers. The confusion, anxiety, and
resentment among their ranks cause
my second concern about the bill.

I am pleased that the Senate was
able to address my concern and pro-
vide that new Federal workers must be
covered by a supplementary pension
plan before they are brought under
social security.

Despite my reservations about spe-
cific parts of this legislation, I have de-
cided that, on balance, it must be sup-
ported. I am including for the RECORD
a synopsis of the provisions and their
budget impact. It must be supported
to insure that the social security
system does not run dry this summer.
The bill restores social security to
some measure of stability by providing
about $165 billion in new resources be-
tween 1983 and 1989. It closes the
long-term funding gap in the retire-
ment program. It introduces major
reform In the medicare hospital insur-
ance fund by offering incentives for
these institutions to be cost-conscious.
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I do not need to remind my colleagues
about the severe financial problems we
face In the near future In medicare.

Finally, the legislation contains ad-
ditional unemployment benefits for
the long-term Jobless which are crucial
to the many individuals who have ex-
hausted their current benefits. With-
out swift passage of this legis'ation,
hundreds of thousands of workers
across the Nation will be left without
any unemployment benefits. In my
own State of New Mexico, 5OOO Indi-
viduals will be affected immediately.
In summary, the welfare of most
Americans is affected by this bill and
therefore, I must vote for it.

Mr. President, I ask unanimous con-
sent that the synopsis be printed In
the RECORD.

There being no objection, the syn-
opsis was ordered to be printed in the
RECORD, as follows:
Socui. SECtJBITY Acr AMENDMENTS o 1983:

SVMMA3Y O' PROVISIONS
The Senate Finance Committee-reported

bill would correct the financial problems of
the social security retirement trust fund,
provide for a prospective reimbursement
system In medicare, extend long-term bene-
fits for the unemployed, and provide relief
for states which must borrow to pay regular
state unemployment benefits.

SOCIAL SECURITY (OASDI) PROVISIONS

Coverage of newly-hired federal employ-
ees.—Extend social security coverage to all
new federal civilian employees, all current
members of Congress and the President,
and all employees of non-profit agencies
(new federat employees would be brought
under social. security after a supplementary
pension plan is established; non-profit em-
ployees would be covered effective January
1984). ProhIbit state and local governments
from termlnaUng coverage for their employ-
ees.

Eliminate "wndfaU" benefits—Reduce
social security benefits for recipients who
become eligible for pensions based on non-
social security employment, subject to cer-
tain limitations.

Six month COLA delay.—Delay the cost-
of-living adjustment by six months from
July 1983 to January 1984 In the retirement
and disability Insurance programs and the
supplemental security Income (SSI) pro-
gram. Increase the 881 benefit by $20 for in.
dlviduals and $30 for couples to compensate
for the COLA delay.

Emergency COLA provsions.—8cale back
COLA Increases when the trust funds are
expected to dip below a 20 percent reserve
ratio, contInue to declIne, and Interfund
borrowing Is exhausted. Provide for COLAS
equal to lower of wages or prices if the trust
fund reserves dip below a 20 percent level In
1988 and beyond, with a "catch-up" when
the reserves exceed 32 percent.

Increase delayed retirement crediL—
Gradually Increase, between 1990 and 1995
the delayed retirement credit from 3 per-
cent to 8 percent per year.

Increase social security retirement age.—
Gradually raise the social security retire-
ment age to 66 by the year 2012, beginning
with those who attain age 62 In 2000. Early
retirement benefits would continue to be
available at age 62 for workers and spouses,
but the benefit reduction factors would be
larger.

Long-range benefit change.—Reduce ini-
tial benefit levels by about 5 percent after
the year 2000 by decreasing the percentage
factors In the benefit formula.
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Eliminate retirement earnings teSL—

Gradually phase out, between 1990 and
1994, the retirement earnings test for people
65 and older.

Child-care dropout ears.—Aflow two
years to be dropped out of the formula for
computing social security benefits for per-
sons who leave the workforce to care for
children under age 3 at home.

Tax social security benfits.—Subject
social security benefits to income tax based
on thresholds of $25,000 for sIngle taxpay-
ers and $32,000 for married taxpayers. To
determine these thresholds, one-half of
social security benefits and all tax-free
Income would be added to adjusted gross
income. For taxpayers over the threshold,
the lesser of one-half of social security bene-
fits or one-half of the excess combIned
Income over the threshold amount would be
subject to Income tax. Transfer the rev-
enues to the trust fund.

Increase FICA taxes.—Revlse the OASDI
tax schedule so that the 1985 rate would be
moved to 1984, the 1985-87 rate would
remain as scheduled, part of the 1990 rate
would be moved to 1988, and the rate for
1990 and beyond would remain unchanged.
For 1984, a refundable tax credit would be
provided for employees equal to the In-
crease In the employee taxes. The credit
would be allowed against 1984 employee
FICA taxes rather than against Income tax.

Self-employed tax increase—Increase the
social security and medicare tax rate for the
self-employed to equal the rate paid by em-
ployers and employees. Provide a tax credit
equal to about 15 percent of the combIned
social security tax rate.

Military transfer credit.—Requlre the
Treasury to pay social security In fIscal year
1983 for free social security credits extended
In the past to members of the armed serv-
ices. Require the Treasury to credit the
social security trust funds with uncashed
benefit checks.

Reaflocate OASDI tax rate.—Reallocate
the OASDI tax so that both the OASI and
DI trust funds will have about the same re-
serve ratios.

Extend interfund borrowing.—Author1ze
through 1987, interfund borrowing between
the OASI, DI, and RI trust funds, with pro-
tections provided for each fund.

Women's equity provisions.—Provide for
several changes in the way women are treat-
ed under social security. These would affect
divorced and surviving spouses, and disabled
widows.

Alien benefits.—ElImInate benefits to alien
workers who ilve abroad, except for certain
aliens who would receive back their contri-
butions plus Interest. Also, prohibit social
security benefits to aliens who have worked
ifiegafly In this country.

Miscellaneous provisions.—Ellmlnate
benefits to felons; modify trust fund Invest-
ment procedures; add two public members
to the Board of Trustees; normalize tax
transfers; expand the social security wage
base to Include certain deferred compensa-
tion; and provide that local governments
shall directly deposit social security taxes to
the U.S. Treasury rather than to the State
government.

MEDICARE (HI AND SMI) PROVISIONS
Prospective payment.—Establlsh a pros-

pective payment system for hospitals which
would set a specific payment for each of 467
diagnoses.

Delay in Part B Premium.—Delay the In.
crease In the Part B (medical Insurance)
premium from July 1, 1983, to January 1,
1984, to make it consistent with the delay In
the social security cost-of-living adjustment.

Increase the tax on the self-employed.—In-
crease the hospital Insurance tax paid by
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the self-employed to the combIned employ-
er-employee rate of 2.6 percent of covered
wages.

Cover employees of non-profit Inst itu-
tion&—Consistent with the extension of
coverage In OASDI, require medicare cover-
age of employees of non-profit Institutions.

Military wage credits.—Relmburse the
hospital Insurance trust fund for liabilities
Incurred as a result of providing credit
toward medicare coverage based on pre-1957
military service.

UNEMPLOYMENT COMPENSATXON PROVIsIONS

Long-term benfit&—Extend and restruc-
ture the program of benefits for the long-
term unemployed (FSC) which expires at
the end of March 1983. Basic FSC benefits
of up to 14 weeks would be available be-
tween April 1 and September 30, 1983, de-
pending on a state's Insured unemployment
rate (New Mexico would receive 10 weeks of
benefits, compared to 14 weeks under the
current program). Additional FSC benefits
of up to 8 weeks would be available to work-
ers who have already exhausted all benefits
(New Mexico would receive 4 weeks of bene-
fits, compared to none under current law).
Unemployed workers receiving benefits
when the program ends on September 30,
1983, could contInue to receive one-half o
the remaining benefits.

Intererst on loan&—Provlde rellef to
states which owe interest on loans from the
federal government made to pay regular
state unemployment benefits. Make the In-
terest provision permanent, but allow states
to defer Interest payments and pay a dis-
counted Interest rate If the state takes steps
to ensure the solvency of the states unem-
ployment program.

Mr. GLENN. Mr. President, as a
result of the work of the National
Commission on Social Security
Reform and the prompt consideration
of the Commission's proposals by the
House of Representatives and the
Senate Finance Committee, we are
today acting on H.R. 1900, the Social
Security Act Amendments of 1983. All
Americans have an Interest In this leg-
islation, for social security—In one way
or another—affects us all.

The Commission faced a difficult
challenge. The President proposed its
creation only months after the end of
a bitter and prolonged fight regarding
the adm1nIstrations early proposals to
cut social security benefits by $88 bil-
lion over 5 years. That May 1981 plan
would have Immediately and perma-
nently made deep cuts In social secu-
rity retirement and disability benefits.
It was met with widespread outrage
and protest from the public and the
Congress. Several months later, after
the President withdrew his social secu-
rity plan and indicated his Intention to
separate social security from the poli-
tics of reducing the Federal budget, he
established the National Commission
on Social Security Reform.

The National Commission on Social
Security Reform recognized that the
retirement trust fund—the largest of
the social security program—faces two
separate financing problems. The first,
between now and 1990, is largely the
product of severe economic troubles. It
began with an outburst of inflation
when the OPEC cartel began flexing
its muscle and the historic trend of
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wage growth exceeding price increases
reversed itheLt. It has been exacerbat-
ed by historically high real interest
rates coupled with little economic
growth and an unemployment rate ri-
valing the days of the Great Depres-
sion.

The Commission said that the retire-
ment trust fund would begin building
substantial reserves in the 1990's and
would be unlikely to experience cash
flow difficulties again until sometime
after the year 2010, a little more than
a quarter of a century away. This is
the time when the demographics of
our society are expected to substan-
tially change as the "baby boom" gen-
eration retires.

I regret that we have lost so much
time in deliberating the solvency needs
of the social security system. The refi-
nancing plan currently before the
Senate bears little resemblance to the
plan originally proposed by President
Reagan in the spring of 1981. This
complicated legislation has been
brought before the Congress with lun-
ited time for consideration, for the
need for action is real and urgent. Bor-
rowing authority among social securi-
ty's three trust funds has expired, and
the savings called for by the National
Commission on Social Security
Reform cannot be fully realized with-
out relatively quick enactment of leg-
islation to Implement Its plan.

The second compelling factor guid-
ing our consideration of this legisla-
tion today is the issue of fairness. Fair-
ness must be the fundamental princi-
ple of any legislation that alters our
Nation's social security system. That
characteristic is essential in preserving
the integrity upon which the social se
curity program has been built.

The National Cothmlssion on Social
Security Reform worked very hard to
produce a balanced and fair package.
Commission members deserve consid-
erable recognition for their efforts.
The bill presently before the Senate
reflects the Commissions reconunen-
dations. About two-thirds of the bill's
solvency provisions were reported
unanimously from the Cominissioiz
the remainder in large part was sup-
ported by a majority of its members.

Like others, I want to see the enact-
ment of a balanced plan of social secu-
rity changes which will restore public
confidence in the system without un•
fairly burdening either retirees de-
pendent on their benefits or our Na-
tion's business and labor force aiready
hard hit by an economic downturn and
high unemployment. Any changes in
the social security system must be
made with a view toward maintaining
this public trust between our people
and our Government.

The Commission's refinancing plan
contains proposals which I could not
support individually. Its enactment
will mean larger tax increases for the
self •employed than for others. Our
farmers and small businessmen are es-
sential to our economic well-being
The Congress has modified the Com-
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mission's proposal to include an
income tax credit for these workers,
but it will only partially offset the
amount of the tax increase. We have
amended the bifi to provide some as-
sistance to small businesses and expect
to be passing legislation to provide
relief to our Nation's farmers. Howev-
er, as our economy begins to approach
recovery the impact of the increased
taxation concerns me. We may have to
reexamine this taxation down the
road.

In the future, the plan will place
new Federal employees under social
security. We have a commitment to
provide present and future Federal re-
tirees with benefits they have earned
and they deserve. The Congress must
continue Insuring financing for the
present civil service retirement pro-
gram and enact a responsibl.e plan for
new workers entering government
service.

The bill will delay this year's cost-of-
living adjustment for beneficiaries by
6 months. Subsequent COLA's may be
reduced, absent congressional action,
if the economy falls to recover and
trust fund reserves fall. Additionally,
the plan will provide for the partial
taxation of benefits for a small per-
centage of social security recipients.

We can only have guarded faith in
our ability to foresee America's future
75 years from now. Using the 75-year
actuarial projections of the Social se-
curity Administration, the bill before
the Senate would meet social securi-
ty's long-term financing needs in the
21st century. Two-thirds of the bill's
actuarial savings would come from
proposals that the Commission recom-
mended unanimously, largely to meet
the immediate financing needs of the
program.

The other combination of propos-
a]s—wbile supported by many Com-
mission members, but not part of the
bipartisan refinancing pakage—were
endorsed by the Finance Committee
specifically to meet the projected long-
term problem. Under the first provi-
sion, after the year 2000, social secu-
rity benefits would be slightly lower,
5.3 percent, in relation to preretire-
ment earnings than under current law.
This change in the replacement rate
would still allow for real increases in
future benefits. Improvements in our
standard of living are carried through
to retIrement years by wage-indexing
in the benefit formula.

The second prcWision would phase in
a 1-year increase in the social security
retirement age for full benefits by 1
month yearly, after the year 2000.
While early retirement benefits would
continue to be available at age 62 for
workers and spouses and at age 60 fc,r
widows and widowers, the actuarial re-
duction would be larger than under
current law. The age for medicare eli-
gibility would also rise with the retire-
ment age for full benefits.

The retirement age proposal as.
sumes workers wifi have the health
and ability to work and that employ-
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ment will be available for those who
seek it. While we generally speak of
age 65 as being the normal retirement
age for social security, more than half
of today's workers are retiring before
that age. Analysis by the Social Secu-
rity Administration and the Depart-
ment of Labor has shown that a large
majority of those people leaving the
work force before age 65 are doing so
for health reasons or because they
cannot find a job.

For many workers presently seeking
early retirement benefits it is not a
"voluntary" choice. Ill health, longer
periods of unemployment, obsolescent
skills, and age discrimination push
them into retirement. This is why the
public was outraged by President Rea-
gan's 1981 proposal to slash early re-
tirement benefits by 40 percent for
Americans approaching age 62. The
early retirement penalties of the bill
being considered by the Senate do not
approach those endorsed previously by
the administration, but the Congress
will not be acting responsibly If it
raises the retirement age in isolation.

Certain older workers will simply be
unable to continue working, particu-
larly those in physically demanding
Jobs or those with problems. We must
provide a safety net for this segment
of the labor force. These workers are
often the most dependent on social se-
curity retirement protection and their
benefits are generally lower than
those of other workers. Senator BRi%D-
LET offered an amendment earlier,
which I cosponsored, to establish. such
a safety net.

For older workers in better health
and in less physically demanding types
of work, reducing benefits for early re-
tirement may not produce the intend•
ed consequences of workers rma1ning
in the labor force longer. The bifi does
provide some incentives for continuing
employment, including the elimination
of the earnings test and additional
credits for delayed retirement. Howev-
er, unless existing disincentives are
remedied, a change in the retirement
age may simply add a source of stress
to older individuals who might want to
continue working but are plagued by
lengthy unemployment, age discrim-
ination, outdated job skills, and rela-
tively poorer health.

As ranking Democratic member of
the Special Committee on Aging, I will
be working to see that employment
problems unique to the older worker
are addressed. The goal of increasing
employment among this segment of
our society will grow in Importance as
the composition of our population
changes. Beyond the issue of social se-
curity solvency, as the percentage of
older Americans increases relative to
younger workers, we wifi need the val-
uable human resources that older
workers can provide even more so than
we do today.

The bill does include some impor-
tant equity provisions designed to
benefit women. It recognizes the value
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of a homemaker to our society by al-
lowing individuals who leave the labor
force to care for a child under the age
of 3 to drop up to 2 years of earnings
In computing their wage history. Addi-
tionally, as recommended by the Na-
tional Commission, benefit protection
would be improved for surviving, di-
vorced, and disabled spouses.

In the near future, we must further
reform social security so that the
benefit structure is more reflective of
marriage as an equal partnership. The
legislation requires the Department of
Health and Human Services to pre-
pare a report by the end of the year
on specific ways to implement an earn-
ings sharing concept for the social se-
curity program. We need to take
action soon, for poverty among the
aged has become a women's Issue.
Older women represent the fastest
growing poverty group in America. We
must start now to change our retire-
ment system so that younger women
will not face the same economic hard-
ship so many elderly women today and
In the past have had to endure.

I am hopeful that the legislation
presently before the Senate will ade-
quately meet the social security sys-
tem's financing needs through the
year .1990, without Imposing undue
hardship on any one group. In some
part, this will depend on our ability to
revitalize our economy. In the first
year of the Reagan Presidency, the
Congressional Budget Office estimated
that the social security system could
meet its short-term cash-flow prob-
lems by interfund borrowing authority
among the three trust funds. The
CBO estimate was based upon econom-
ic assumptions more pessimistic than
those upon which the administration's
own tax-cutting and defense-spending
plans were premised. As we reexamine
the financing needs of the social secu-
rity system, perhaps it is only appro-
priate to review these costly programs
as well.

The National Commission on Social
Security Reform unanimously agreed
that the Congress, In considering fi-
nancing options, should not alter the
fundamental structure of the social se-
curity system or undermine its funda-
mental principles. The Commission de-
termined that one of the best ways to
uphold this commitment was to spread
the financing sacrifice around so that
the burden of keeping the system sol-
vent would not be unduly borne by
one group. Just as social security em-
bodies a compact between generations,
the bill requires that these genera-
tions share In the cost of keeping the
system working.

Despite concerns regarding the Com-
mission's refinancing package, I will
support It. I am aware that some be-
lieve the agreement places too much
of the financing burden on business
and workers, and that elderly citizens
have not been asked to sacrifice
enough. To this argument, I can only
say that our Nation has a compact
with our aged to maintain their social

security benefits. Social security is the
primary source of retirement income
for a majority of recipients, and for
many it is the sole source of support to
keep pace with the cost of food, shel-
ter and medical care. The average
social security beneficiary now re-
ceives approximately $5,000 annually,
barely above the poverty level. I do
rot believe that we can ask people like
this to sacrifice beyond what this
reform plan requires of them.

Mr. THURMOND. Mr. President, I
rise today In support of the Social Se-
curity Amendments of 1983, legislation
that is vital to the financial solvency
of the social security system and all
who depend on it for retirement secu-
rity.

The members of the Bipartisan Na-
tional Commission on Social Security
Reform, appointed by President
Reagan In December 1981, deserve
commendation for the job they have
done In bringing to Congress the pack-
age of recommendations which forms
the core of this bill. I also wish to pay
tribute to the distinguished chairman
of the Senate Finance Committee, BOB
DOLE, to the brilliant and articulate
chairman of the Social Security Sub-
committee, Bn.L ARMsTRONG, to the
distinguished ranking members of the
Finance Committee and the Social Se-
curity Subcommittee, Senators LONG
and MOYNIHAN, respectively. I also
commend the other distinguished
members of the Finance Committee of
both parties who have diligently pur-
sued the common objective of restor-
ing financial health to the social secu-
rity system, both In the Immediate
future and In decades to come.

Because the individual features of
this bill have been described In detail
In the Finance Committee report and
In the opening statement of the man-
ager of the bill, Senator DOLE, I shall
not reiterate them here. Instead, I
wish to briefly comment on the back-
ground, necessity for, and objectives of
this virtually important legislation.

Mr. President, this bill is not perfect,
in my opinion. Indeed, it probably
does not satisfy any single Senator or
Member of Congress. It is a fragile
package whose whole is strengthened
by its somewhat Imperfect parts which
require some reasonable sacrifice by
retiree, wage earner, and wage payer
alike. My fervent hope is that this leg-
islation adequately addresses, as it is
represented to do, both the short and
long term financial needs of the social
security old age, survivor and depend-
ents Insurance (OASDI) program, for
that is our legislative task and re-
sponsibifity In this endeavor.

Mr. President, In the first Instance,
this bill must effectively address the
concerns of the millions of older
Americans who presently look to social
security for part or all of their retire-
ment Income. Some 36 million retired
Americans, survivors of Insured per-
sons, and insured dependents count on
social security for part or all of their
Income. These older Americans,
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widows and widowers, and dependents
are fearful that the imminent bank-
ruptcy of the trust fund will cause an
interruption of their checks unless
corrective action is promptly taken,
For those presently receiving social se-
curity, this bill provides the necessary
assurance that their benefits will con-
tinue and, beyond this, that there will
be no reduction in the current level of
benefits.

Mr. President, I believe this bill is
eminently fair and responsible to pres-
ent recipients of social security. The
only sacrifices asked of this group,
many of whom depend on social secu-
rity for their very survival, are, first, a
6-month delay In the next scheduled
cost-of-living adjustment (COLA) from
July 1, 1983 to January 1, 1984, with
benefits to be increased for Inflation
annually thereafter at the beginning
of each calendar year. Second, the bill
Incorporates a "fail-safe" mechanism
beginning the latter part of this
decade to Insure that benefits are not
Increased disproportionately to In-
creases In wages and the expected
growth In trust fund receipts through
increased FICA taxes. This latter pro-
vision is designed to prevent another
solvency crisis In the OASDI trust
fund In the event of either an unex-
pected resurgence In inflation or a
future recession. Third, the bill will
make subject to the Federal income
tax up to one-half of social security
benefits for the more affluent social
security recipients, with those rev-
enues earmarked for the social secu-
rity trust fund.

In addition to reassuring those now
dependent on social security, this bill
should calm the fears of those still In
the labor force who are within a few
years of retirement. Many persons
who are In their fifties or early sixties
have been worried about possible
bankruptcy of the OASDI system,
which they have supported through
FICA taxes throughout their working
lives. They also fear that there will be
either an abrupt reduction In retire-
ment benefits or an abrupt increase in
retirement age. The Bipartisan Social
Security Commission, as well as the
Congress, have been understanding of
these concerns In crafting a bill that
will not impose sudden changes on
those who do not have sufficient time
to alter their retirement income plan-
ning prior to their expected eligibility
for social security retirement benefits.
Those for whom retirement is just
around the corner can take comfort In
knowing that this bill maintains their
expected level of benefits and will
allow them to retire at the age for
which they have planned.

Finally, Mr. President, this legisla-
tion should calm the skepticism
among younger participants In the
work force and provide reassurance to
them that the social security system
will remain financially solvent Into the
next century when they can expect to
receive a return In benefits for their
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years of wage tax contributions. I have
received numerous communications
from younger workers asking why
they should pay higher and higher
taxes to support a retirement system
which may not be sufficiently solvent
to even return their Investment to
them upon retirement, much less
guarantee them the lifetime supple-
mental source of retirement Income
which their forced participation in the
social security system entitles them
and their families.

Mr. President, I certainly under-
stand these concerns among young,
and even middle-aged, employees and
employers alike. That Is why it is so vi-
tally Important that this legislation re-
store the social security system to ac-
tuarial soundness for the longer term,
as well as meet the more Immediate
needs. The best actuarial estimates
that can be obtained at this time pro-
ject that this legislation will accom-
plish these goals. While I have reser-
vations about the heightened FICA
tax burden Imposed under this bill, it
is clear that some acceleration of al-
ready scheduled tax increases Is both a
political and a financial necessity to
achieve enactment of this package and
restore solvency to the trust fund.

As we move forward with this essen-
tial legislation, Mr. President, it is liii-
portant that Congress recognize and
emphasize the purpose and limits of
the social security program. Social se-
curity was intended to be, at best, only
a supplemental retirement income
source. Congress must resist the temp-
tation to add new benefits or expand
existing benefits beyond levels which
can be afforded by those who support
the system through employment
taxes.

Similarly, it would be unwise and ir-
responsible for Congress to make
social security into another welfare
program, as some wish to do, by de-
stroying its nature as an earned enti-
tlement. As we know, social security
benefits are paid to those who have
earned them through tax contribu-
tions, rather than being allocated
based solely on need. Several of the
provisions of this bill edge toward a
needs-based welfare program, a tend-
ency which I feel is ill-advised. Again,
however, this legislation must be
taken together as a package, and on
balance, I have concluded that the
package is necessary and worthy of
support.

Mr. President, I would like to espe-
cially take note of two provisions of
this bill which I believe are meritori-
ous and needed. First, the bill will
phase-out, by 1994, the so-called earn-
ings test, which limits the amount
which social security retirees under
age 70 can earn from continued em-
ployment without suffering a reduc-
tion in their social security checks.
Consistent with my view of social secu-
rity as an earned benefit, and also
with my belief that our Government
policies should not discourage from
working those who, regardless of age,
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are willing and able to do so, I believe
elimination of the earnings test is long
overdue. As one who has for a number
of years either sponsored or cospon-
sored legislation to do away with this
limitation on earned income for older
Americans receiving social security, I
only regret that the phaeout does not
occur sooner.

Mr. President, I also strongly ap-
prove of the provision in this bill
which limits social security benefits
for aliens to the amount of their FICA
tax contributions plus interest. This
concept is similar to that of a bill I
have cosponsored with Senator LUGAR.
It has been strengthened by adoption
of the Nickles amendment, which I
also cosponsored. The social security
system is simply not rich enough to
provide overly generous benefits to
those who have entered this country
illegally, or who only worked here for
a period of time before returning to
their home abroad.

I am also pleased that the State took
care of several potential problem areas
relating to those who receive deferred
compensation through adoption of the
Bentsen amendment, which I cospon-
sored.

In conclusion, Mr. President, I wish
to reiterate my support for this legis-
lation, which is the product of much
hard work and compromise. The social
security program simply must be re-
stored to a sound financial condition,
which makes prompt passage of this
bill absolutely necessary. That goal of
financial solvency must be accom-
plished. in a way that is fair and rea-
sonable to both those who are sup-
porting the social security system
through taxes and those who are re-
ceiving social security benefits that
have been earned. I believe this legis-
lation satisfies these fundamental cri-
teria of fairness and reasonableness,
and I hope it will be enacted.

Mr. PELL. Mr. President, I rise to
speak concerning final passage of H.R.
1900, the social security reform bill. I
voted in favor of this measure, but I
would like my colleagues and the
people of my State to know the reser-
vations that I had concerning the bill,
and the reasons which overcame my
reservations and convinced me to vote
for this bill.

There is no doubt, Mr. President,
that the social security trust funds
will be in deep trouble in a short time
unless the present law is changed.
There is no one that disputes the
enormity of the deficit that faces social
security, in this decade under present
law: Expenditures will exceed revenues
in this decade by $150 to $200 billion.
And there is no one that disputes that
social security law must be changed
now, this year, in order to prevent
that deficit from taking place in a
system that is designed to be self-suffi-
cient.

The National Commission on Social
Security Reform worked long and
hard to arrive at a package of changes
for the social security system. Many of
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the changes proposed by the Commis-
sion or adopted by the Senate Finance
Committee, however, detract rather
than add to the fundamental fairness
that should be the hallmark of this
bifi.

There are three elements of this bill
that deeply disturb me. One element is
the 6-month delay in the cost-of-living
adjustment. A delay of 6 months in
this annual adjustment for inflation
may seem minor, but for the 65 per-
cent of social security recipients who
rely on their benefits as their primary
source of income, it works as a cut in
income. The 4-percent increase in in-
flation we have seen in the past year
means a 4-percent cut in benefits for
the retired, unless their benefits are
adjusted. Asking many recipients to
wait for another 6 months for their
cost-of-living adjustment is asking
them to continue surviving with less
and less money for food, for heat, and
for rent.

Another element of this bill that I
find disturbing is the inclusion of new
Federal workers. The future of the
civil service retirement system is a cru-
cial factor in the fairness of this bill
toward Federal employees, yet the
future of civil service retirement has
been left entirely unclear. This uncer-
tainty, coupled with the administra-
tion's proposals for major changes in
civil service retirement, place an ex-
traordinary burden on Federal em-
ployees. Taken as a whole, these pro-
posals clearly threaten the future of
the civil service retirement ystem.
That would be a tragic loss, not only
to Government workers, but also to
the public which depends on qualified
Federal workers for essential services.

The third element which concerns
me is the combination of reduced
benefits and a higher retirement age
that would take place after the year
2000. At the same time that we would
reduce benefits for our younger work-
ers, we propose to raise payroll taxes
for them. Such a triple blow to today's
workers seems unduly harsh.

Despite these reservations, Mr.
President, I have voted in favor of pas-
sage of this bill. I have done so be-
cause of my larger concern that the
social security system, the basic bridge
between Government and retirees,
cannot wait for another compromise
bill which could be months or years in
the making. The expected failure of
the National Commission on Social Se-
curity Reform, and the last-minute
saving of its mission by the hard nego-
tiations and compromises by Commis-
sion members, demonstrate the fragil-
Ity and difficulty of compromise on so
sensitive a problem. I believe that the
compromise package worked out by
the National Commission and reflect-
ed in the House bill and in the Senate
bill before us offers the best possibility
for saving social security benefits that
we have.

I am not in favor of delaying the
cOi& I am not in favor of including
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Federal workers within social security
without agreement on a supplemental
civil service retirement system, and I
am not In favor of raising the retire-
ment age while lowering benefits and
raising taxes. I am in favor of a solu-
tion to the social security crisis which
can be agreed on by Democrats and
Republicans, liberals and conserva-
tives, and I think that the bill before
us offers us the best, and the only, so-
lution in sight. As much as there are
elements with which I very much dis-
agree, there are other elements strong-
ly opposed by Senators with different
points of view. A bill which no one is
happy with, yet most Senators can
accept, is a rare and valuable means to
resolve a complex and emotional prob-
lem. I have therefo'e voted in favor of
the social security bill, and I will work
in the future with my eonstituents and
my colleagues to soften and change
the elements which need improve-
ment.

DRG REGIONs

• Mr. BIDEN. Mr. President, inflation
In the health eare Industry has contin-
ued to rise at double digit levels even
though the Consumer Price Index rose
only 3.9 percent in 1982. ThIs has had
especially grave implications for the
Federal budget as medicare spending
has risen an average of 19.2 percent
over each of the last 4 years.

Clearly, Mr. President, something
must be done to curb health care Infla-
tion. In this spirit, the Department of
Realth and Human Services has pro-
posed a system In which hospitals
would be reimbursed by medicare ac-
cording to a series of diagnostic relat-
ed groups (DRG's); 467 classifications
of diagnoses would be established, and
hospitals would receive a flat rate for
whatever particular ailment has
brought a patient to the hospital. Re-
inibursement levels for the various di-
agnoses would be set on a regional
basis, depending upon health care cost
patterns and hospitai utilization rates
within that region. The House has al-
ready approved one version of this
proposal providing for nine regions,
and the Senate Finance Committee
has approved a version providing for
four regions.

There is, however, a problem. Mr.
President. While I believe the DRG
system should be given a chance to
prove itself, I am afraid the regions
provided for in the House bill, and to a
greater extent those provided for in
the Senate bill, would have unintend-
ed effects on urban hospitals in var-
ious States, especially in the Middle
Atlantic area.

For example, Mr. President. take the
cases of Delaware and the District of
Columbia. Under the House bill, Dela-
ware and Washington D.C. have been
placed in the South Atlantic region.
together with States such as Georgia
and South Carolina. The Senate ver-
sion goes even further, adding States
such as Mississippi, Louisiana, and
Oklahoma to the region including
Delaware and Washington D.C.
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Clearly, Mr. President, the State of

Delaware and the District of Columbia
have little in common with these
States. Just as clearly, Mr. President,
these two jurisdictions have much
more in common with States in the
Northeastern region.

I am not planning to offer an
amendment to address this problem,
Mr. President. I do hope, however,
that the conferees who wifi meet to
Iron out differences in the House and
Senate versions of this legislation will
give this problem special considera-
tion. if I may offer a suggestion, Mr.
president, I hope the conferees will
consider crafting language in the eon-
ference report so as to allow the Secre-
tary of Hea1th and Human Services to
take into account regional differences
and give him or her the authority to
make such adjustments in the regional
structure as may be necessary to
insure equitable treatment of all
States under the DRG leglslation4

Mr. BAKER. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the rail.

The legislative clerk proceeded to
call the roll.

Mr. TSONGAS. Mr. President I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With
out objection, it is so ordered.

Mr. TSONGAS. Could I inquire why
we are waiting?

Mr. BAKER Before we go to third
readIzg, I have a commitment that all
Senators have had an ample opportu-
nity to present amendments. There as
one additional Member on this side
who may have an amendment, but I
am not sure of that. It s the tradition-
al role of the leadership on both sides
of the aisle to protect their Members.

Mr. D'AMATO addressed the ChaiL
The PRESIDING OFFICER. The

Senator from New York.
Mr. D'AMATO. Mr. President, I cer-

tain]ydo not wish to prolong the ses-
sion. I was going to rise to offer an
amendment because I feel very strong-
ly that what we did in accepting the
provision which includes income from
municipal bonds when calculating
taxes to be paid on the portion of
social security above the threshold ig-
nores the damage that provision will
do.

The results will be devastating to
the finances of already hard-pressed
local municipalities.

There are some people who will put
that aside because they want to create
the perception of equity, the percep-
tion of fairness. So while I wifi not
offer my amendment, I want you to
know, Mr. President, I feel quite
strongly, and would like to take just 3
minutes to touch on the facts.

The Finance Committee says that
that revenue provision does not actual-
ly place a tax on bond interest income.
But it does, in essence, use the Income
from previously tax-exempt municipal
bonds in the calculation of this tax. It
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will raise $5 million over 7 years. That
is what it Is going to raise. And it is
going to play havoc with the financial
markets for State and local bonds.

Local governments are going to have
to raise money to pay higher interest
rates, and those taxes are going to be
raised by increases in sales and real
property taxes.

Of course, the magnitude of the neg-
ative impact of this provision on the
municipal bond market will be a seri-
ous one. The questions of this decision
to use tax-exempt Interest to calculate
tax increases will raise in the minds of
bond-market buyers is something that
Is very important.

I have spoken to three municipal fi-
nance officers within the past 20 min-
utes.

Bob Odell, city treasurer of the city
of Los Angeles, indicated to me that it
will cost Los Angeles a minimum of 25
basis points. That minimum means
that it will cost the city of Los Angeles
$1 million every year.

We should be proud of ourselves be-
cause we have raised $5 million over 7
years, less than $1 million per year.

Let me go further. David Shuinan,
commissioner of finances of one
county, Westchester County, N.Y.,
said that this would Increase the cost
of borrowing for taxpayers, citizens of
one county. Westchester, by $300,000
annually. But, after all, we have cre-
ated the perception of equity, the per-
ception of fairness. The act that it

• only enhances revenues by raising less
than $1 million a year, but win cost
the taxpayers, the villages, the towns,
the States, and the counties anywhere
from $240 million up; we put that
aside.

Finally, I spoke with the president-
elect of the Municipal Finance Associ-
ation, Mr. Karl White, who is also the
director of finances for the city of San
Antonio. Let me tell you what he said.

He said that this is going to cost the
city of San Antonio a minimum next
year ol $5 million. But we can be
proud because we can say to the
people that we have created an aster-
isk? Maybe $5 million over 7 years, less
administrative costs.

Nationally, the Finance Comrruttee
says less than $1 million a year. but
local governments will pay at least
$240 million a year.

I will not send that amendment to
the desk. If we go home, if we can
leave this as it is, fine, but I do not
want it to be said that, 'D'AMATo pro-
longed this." He prolonged it by 3 mm-
utes. Now, you go home and tell the
cities, the counties, the villages, the
towns, and the States that we cost
them hundreds of millions of dollars
more by not striking this provision.

Let me read to you a letter I just re-
ceived from the Municipal Finance Of-
ficers Association. It says:

The Municipal Finance Officers Associ-
ation estimates the effect of including nt.er.
est on formerly totaUy tax-exempt munici-
pal bonds will produce annual increased
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costs to States and governments totaling
$700 mi1llon

I told you the bottom estimate was
$240 million. But let us keep this pro-
vision In because it causes a percep-
tion, it Is the asterisk In this bill which
produces a perception of fairness.

We should be proud of ourselves.
Thank you, Mr. President.

• Mr. CHAFEE. Mr. President, this is
not a complicated Issue. If you can cut
through all the mathematical calcula-
tions and threats of constitutional
crises, you come down to an Issue of
simple fairness.

Congress is about to require that In-
vldlduais earnIng Income In excess of
$25,000—$32,000 for couples—pay
income tax on a portion of their social
security. That is already in this bill.

Also in this bill is a requirement that
all income be taken into consideration
when calculating the $25,000 thresh-
old—not just taxable income such as
wages and pensions, but tax-exempt
interest income from investments in
municipal and State government
bonds.

The purpose of this provision is to
preserve fairness and equity In the
law. It will help prevent individuals
from avoiding tax on their social secu-
rity benefits simply because they have
the flexibility to shift their assets into
tax-exempt securities.

If we do not preserve the bill the
way it is, it will be possible for people
earning hundreds of thousands of dol-
lars in tax-free income to also avoid
the new tax on one-half of social secu-
rity benefits, while most other retirees -
receiving pensions will have to pay the
tax.

If we had adopted the Long amend-
ment a few hours ago, we would be
creating a brandnew incentive for
people to invest in tax-exempts. 1 do
not think we want to go down this
road, especially when we realize it
leads to inequity and unfairness
among social security recipients.

The social security bill before us
does not in any way affect the tax
status of municipal bonds. That is a
phony argument. It does, however,
affect the taxation of social security
benefits which we all want to be im-
plemented as fairly as possible.

Also, this bill will not affect the mu-
nicipal bond market. It is strange to
hear the critics claim, on one hand,
that this provision in the bill raises no
revenue for the Treasury, so why
bother. And on the other hand, that
we are going to dramatically upset the
municipal bond market costing State
and local governments hundreds of
millions of dollars in higher borrowing
costs. Which is it? One cannot have it
both ways.

The truth is, there will be no effect
on the bond market because this is in
no way, shape, or form a tax on tax-
exempt bonds.

The truth is, this provision in the
bill is there for simple fairness. It re-
quires that all income be considered
when determining the $25,000 thresh-
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old at which point a portion of social
security benefits becomes taxable.

The Senate has made a wise decision
in retaining this provlsion.

The PRESIDING OFFICER. Are
there any further amendments?

Mr. DOLE. Mr. President, I move we
adopt the committee amendment in
the nature of a substitute, as amend-
ed.

The PRESIDING OFFICER. If
there are no further amendments, the
question is on agreeing to the commit-
tee amendment in the nature of a sub-
stitute, as amended.

The committee amendment in the
nature of a substitute, as amended,
was agreed to.

The PRESIDING OFFICER. The
question is on the engrossment of the
amendments and third reading of the
bill.

The amendments were ordered to be
engrossed and the bill to be read a
third time.

The bill was read a third time.
The PRESIDING OFFICER. The

bill having been read the third time,
the question is, Shall it pass? The yeas
and nays have been ordered and the
clerk will call the roll.

The legislative clerk called the roll.
Mr. STEVENS. I announce that the

Senator from Maryland (Mr. MA-
THIAs), is necessarily absent.

I further announce that if present
and voting, the Senator from Mary-
land (Mr. MAIAs), would vote "yes".

Mr. BYRD. I announce that the
Senator from California (Mr. Ciuii-
sToN) and the Senator from South
Carolina (Mr. Hoz.uNGs), is necessarily
absent.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber wishing to vote?

The result was announced—yeas 88,
nays 9, as follows:

(Roilcall Vote No.53 Leg.]

Abdnor Glenn Murkowskl
Andrews Goldwater Nunn
Armstrong Gorton Packwood
Baker Orassley Fell
Baucus Hart Percy
Bentsen Hatfield Pressler
Biden Hawkins Proxmfre
Bingaxnan Hecht Pryor
Boren Heinz Quayle
Boschwitz Huddleston Randolph
Bradley Humphrey Riegle
Bumpers jnouye Roth
Burdick Jackson Rudman
Byrd Jepsen Sarbanes
Chafee Kassebaum Sasser
Chiles Kasten Simpson
Cochran Kennedy Specter
Cohen Lautenberg Stafford
DAmato Laxalt Stennis
Danforth Leahy Stevens
DeConcini Levin Thurinond
Denton Long Tower
Dixon Lugar Thble
Dodd Matsunaga Tsongas
Dole Mattingly wallop
Domenici McClure warner
Durenberger Melcher Weicker
Eagleton Metzenbaum Wilson
Exon Mitchell
Ford Moynlhaii

NAYS—9
East Heflin Nickles
Garn
Hatch

Helms
Johnston

Synuna
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NOT VOTING—3

Cranston Hollings Math1a

So the bill (H.R. 1900) as amended
was agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the bill
passed.

Mr. RIEGLE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, I move
that the Senate insist upon its amend-
ments and request a conference with
the House of Representatives on the
disagreeing votes thereon, and that
the Chair be authorized to appoint the
conferees on the part of the Senate.

The motion. was agreed to, and the
Presiding Officer (Mr. JEPsEN) ap-
pointed Mr. Doi, Mr. DANPORTH, Mr.
CHAPEE, Mr. HEINZ, Mr. LONG, Mr.
BENTSEN, and Mr. M0YNIRAN conferees
on the part of the Senate.

Mr. DOLE. Mr. President, the Sena-
tor from New York has argued quite
eloquently in favor of the amendment
offered by Senator LONG, and defeated
earlier today, that would have ex-
cluded tax-exempt income from the
preliminary determination of the tax-
abifity of benefits. The Senator sug-
gests that rejecting the Long amend-
ment will result in higher costs for
bond issuers. As my statement earlier
today indicated, this could be true,
only if one assumes that the starting
pomt for such a calculation of in-
creased costs is not the reality of cur-
rent law, but a hypothettcai law,
where the Long amendment, and the
bill we are debating tonight were in
effect.

In fact, in relation to current law, S.
1 will actually reduce costs for bond
Issues, because it will create a small in-
centive to invest in tax-exempt bonds
that does not exist today. The Senator
from New York would prefer the cre-
ation of a larger incentive, but there is
no basis to the suggestion that the en.
actment of 5. 1 wIll actually worsen
the position of bond Issues.

I thank my colleagues on both sides
of the aisle. I thank the distinguished
Senator from Louisiana (Mr. LONG) for
his assistance in moving this legisla-
tion through the Finance Committee
and on the floor. I also want to thank
the distinguished Senators from New
York (Mr. Mo!NIH), from Pennsyl-
vania (Mr. HEINZ), and from Colorado
(Mr. ARMsTRoNG). These Members
served on the National Commission,
whose work provided the key to suc-
cessful enactment of legislation to deal
with the urgent financing problems of
social security. Without the assistance
of these Members, and of the others
who served on the National Commis-
sion, we would not have passed this
bill.

There is no doubt about it, this is a
major legislative achievement. It took
a concerted effort on the part of many
hard-working, dedicated people to read
the agreement that formed the basis
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of S. 1 and HR. 1900. The leadership
of President Reagan and Speaker
O'Neill, as well as our distinguished
majority leader, Senator BAKER, was of
course crucial to our success. But I be-
lieve I may be forgiven if I specially
mention Senators MOYNIHAI, HEINZ,
and ARMSTRONG, because they served
both on the National Commission and
the Finance Committee as well as here
on the floor. Each of them had a
major impact on this agreement, and
they were there from the begrnning.
Whatever disagreements we may have
had, I congratulate them for their
hard work and dedication.

Mr. President, I aiso want to extend
special thanks to my staff and the
staff of Members on both sides of the
aisle, the joint committee staff, the
staff of the Social Security Adminis-
tration, and many many individuals In
other agencies who helped us to put
this package together.

Most of all, I thank the majority
leader and the minority leader for
helping us and keeping us moving and,
finally, for the successful passage of
this landmark legislation.

We will go to conference tomorrow
morning at 8:30. It is our hope that we
will complete the conference by midaf-
ternoon. I should think that with the
overwhelming vote of 88 to 9 In favor
of the legislation, we might be able to
move rather quickly on the conference
report.

Mr. BAKER. Mr. President, first, let
me sy to every Senator that I am
grateful for their cooperation and un-
derstanding in the difficult matter of
moving this complex piece of legisla-
tion through the Senate in a relatively
brief time.

We have spent part of 6 days on this
measure, more than 41 hours of
debate. We conducted 23 rollcall votes
all together. We considered 72 amend-
ments; 49 of them were agreed to, 14
were reJected, 1 was tabled, and 4 were
withdrawn. That is a considerable leg-
islative undertaking.

I wish especially to congratulate the
distinguish€d managers of the bill:
The chairman of the Finance Commit-
tee, Senator Do, without whose
expert guidance and legislative skill
this package could not have passed;
Senator LONG, the ranking minority
member, who is so adept and skilled at
the legislative procedure that his con-
tribution is always felt and always val-
uab1e in the business of facilitating
the expression of the will of the entire
Senate,

Mr. President. I also pay tribute at
this time to the members of the Social
Security Commission, the so-called
Greenspan Cornmisson. While they
were not involved directly in the delib
erations on the floor, except to the
extent that some Members of the
Senate were members of that Cornrnis-
sion. their presence was felt every
moment during this debate. Their cou-
rageous act in initiating recommencia-
tions for fundamental changes in the
social security system, for the first

time in decades, led the way and per-
haps made it possible for the House
and the Senate to act on these politi-
caily explosive matters.

So I especially pay tribute to the
members of the Commission for a job
weJi done, and particularly to those
Members of the Senate—such as Sena-
tor MOYNIHAN, Senator Dote, Senator
ARMSTRONG, Senator HEINZ, and
others—who participated so effectively
in the deliberations of the Commis-
sion.

Mr. BYRP. Mr. President, will the
Senator yield?

Mr BAKER. I yield.
Mr. BYRD. Mr. President, I join the

distinguished majority leader in ex-
pressing commendation to Mr. Dor
and to Mr. LONG, who have shown
great dedication and who have worked
hard in the deliberation of this bill.

I do not like the bill. I wish the prob-
lem would just go away. I did not want
to vote for the bill. But when con-
fronted with the alternative, the de-
struction of the social security system,
bankruptcy of the social security
system, I was left no choice. Undoubt-
edly, I speak for all Senators on both
sides of the aisle.

I also want to. express my compli-
ments and my thanks to those on the
Commission.

At this point, I want to thank public-
ly the majority leader for allowing me
to select two members of that Com-
mission from my side of the aisle. He
did not have to do that, but he was
characteristically fair in the matter. I
am proud of the two members I select-
ed—Mr. MOYNIHAN, the ranking mi-
nority member of the Social Security
Subcommittee of the Committee on
Finance, and Lane Kirkland.

I also compliment the Republican
Members chosen by Mr. Bit. They
performed a difficult task and spent
many hours in the effort.

As I say, this is a piece of legislation
that I wish we had not had to vote on,
but we had no choice.

So I compliment and thank all who
participated. I think this has been a
fine demonstration of bipartisanship
on an extremely complex and difficult
matter.

Mr. BAKER. I thank the minority
leader; May I say that without his as-
sistance in facilitating the business of
the Senate, even though on occasion
he disagreed with the action that was
presented to the Senate on particular
matters, and had it not been for his
cooperation and steadfast determina-
tion to see the Senate function as an
effective 1egisative body, we could not
have brought this matter to a conclu-
sion. I wish to publicly acknowledge
his enormous contribution and the val-
uable contributim he has made to the
business of the Senate in this matter
and in many other ways.

Mr. BYRD. Mr. President, I thank
the majority leader.

March 28, 198S
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APPOINTMENT OF CONFEREES
ON H.R. 1900, SOCIAL SECU-
RITY ACT AMENDMENTS OF
1983

Mr. ROSTENKOWSKI. Mr. Speak-
er, I ask unanimous consent that If
and when the clerk receives a message
from the Senate indicating that that
body has passed the bifi (H.R. 1900) to
assure the solvency of the social secu-
rity trust funds, to reform the medi-
care reimbursement of hospitals, to
extend the Federal supplemental com-
pensation program, and for other pur-
poses, with an amendment or amend-
ments, insisted upon its amendment or
amendments and requested a confer-
ence with the House, that the House
be deemed to have disagreed to the
Senate amendment or amendments
and agreed to the conference request-
ed by the Senate, and that the Speak-
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er be deemed to have appointed con-
ferees without intervening motion.

The SPEAKER. Is there objection
to the request of the gentleman from
Illinois? The Chair hears none, and
appoints the following conferees:
Messrs. ROSTNKOWSKI, PIcEIE,
JACOBs, Foiu of Tennessee, SINoN,
CONABLE, DuNc, and ARcHER.

MAKING IN ORDER ON THURS-
DAY, MARCH 24, 1983, OR ANY
DAY THEREAFI'ER, CONSIDER-
ATION OF CONFERENCE
REPORT ON H.R. 1900, SOCIAL
SECURITY ACT AMENDMENTS
OF 1983
Mr. ROSTENKOWSKI. Mr. Speak

er, I ask unanimous consent that it be
In order to call up the conference
report to accompany the bifi (H.R.
1900) to assure the solvency of the
social security trust funds, to reform
the medicare reimbursement of hospi-
tals, to extend the Federal supplemen-
tal compensation program, and for
other purposes, on Thursday, March
24, 1983, or any day thereafter, and
that all points of order against the
conference report or its consideration
are hereby waived, and that the con-
ference report be considered as having
been read when called up.

The SPEAKER. Is there objection
to the request of the gentleman from
Illinois?

There was no objection.





COMPARISON OF PROVISIONS OF
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Senate Finance Committee Amendment made by the Senate
through 10 p.m. March 22, 1983. (See addendum for addi-
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TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM

Item Current Law

1. Extension of coverage
a. Federal employees (Section 101 of House Permanent civilian employees of the Federal gov-

bill; section 101 of Senate amendment) ernment are not covered by social security
(OASDI). (Part-time temporary civilian employ-
ees and members of the armed forces are cov-
ered by social security.) By far the greatest
number of Federal employees not covered by
social security (2.7 million) participate in the
Civil Service Retirement System (CSRS) on a
mandatory basis. Legislative branch employees
are not covered by social security, and have the
option of not participating in CSRS. Members
of Congress, the President and the Vice-Presi-
dent are not covered under social security. As
of January 1, 1983, Federal employees are cov-
ered under the medicare program and pay the
medicare portion of the social security payroll
tax.

Presently, the compensation paid to Federal
judges—either in Senior (or inactive) status or
in retirement—is not considered wages and
thus is not subject to social security taxes nor
is it considered for purposes of the retirement
test.
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House Bill Senate Amendment

Provides for coverage under social security of
the following groups: (1) all Federal employees
hired on or after January 1, 1984, including
those with previous periods of Federal Service
if the break in Federal service lasted at least
365 days; (2) legislative branch employees on
the same basis, as well as current employees
of the legislative branch who are not partici-
pating in the Civil Service Retirement System
as of December 31, 1983; (3) all Members of
Congress, the President and the Vice Presi-
dent effective January 1, 1984; (4) all sitting
Federal judges, and all executive level and
senior executive service political appointees,
as of January 1, 1984. Federal judicial salaries
would be reported as wages for social security
earnings test and payroll tax purposes.

Net effect on tax income and benefit payments
(11-B):

Calendar year (OASDI, in billions):
1984
1985
1986
1987
1988
1989

Total 9.5
Long-range, as percent of taxable pay-

roll (OASDI): 0.28

Similar to House bill, but would not cover Federal
judges and executive level and senior executive
service political appointees in service as of De-
cember 31, 1983 (except for the Commissioner of
Social Security).

The provision also states that "Nothing in this
Act shall reduce the accrued entitlement to
future benefits under the Federal retirement
program system of current and retired Federal
employees and their families."

Net effect on tax income and benefit payments
(Il-B):

Calendar year (OASDI, in billions):
1984
1985
1986
1987
1988
1989

________

Total 9.4
Long-range, as percent of taxable pay-

roll (OASDI): 0.28

$0.2
.7

1.2
1.8
2.4
3.1

$0.2
.7
1.2
1.8
2.4
3.1

3



TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

item Current Law

1. Extension of coverage—Con.
b. Employees of nonprofit organizations
(Section 102 of House bill; section 102 of
Senate amendment)

4

Participation in the social security system is op-
tional for nonprofit organizations (charitable,
religious, and educational). Most such organiza-
tions have chosen to participate, but about 15
percent of employees of nonprofit organizations
are presently not covered. A nonprofit organi-
zation which has elected to participate can file
to withdraw from social security after it has
been in the system for 8 years, and termination
is effective two years after the end of the calen-
dar quarter in which the notice was filed.



House Bill Senate Amendment

Extends social security coverage on a mandatory
basis to all employees of nonprofit organiza-
tions as of January 1, 1984. (Terminations of
coverage would not be permitted on or after
March 31, 1983.) Nonprofit employees age 55
or older affected by this provision would be
deemed to be fully insured for social security
benefits after acquiring a given number of
quarters of coverage, according to the follow-
ing sliding scale:

The number
If on January 1, 1984, the person is— of quarters

needed is—

Age 60 or over
Age 59
Age 58
Age 57
Age 55—56

Similar to House bill, except that terminations
would not be permitted after enactment. Also,
does not include special provision deeming per-
sons to be fully insured under liberalized quar-
ter-of-coverage requirements.

Notices of termination now pending would not
take effect on or after March 31, 1983.

Net effect on tax income and benefit payments
(11-B):

. OASDI HI

Calendar year (in bil-
lions):
1984 $1.3 $0.3
1985 1.5 .4

1986 1.8 .5

1987 2.1 .5

1988 2.6 .6

1989 3.1 .7

Total 12.5 3.0
Long-range, as percent

(OASDI): 0.10
of taxable payroll

Source: Office of the Actuary.

(Cost estimates same as for House bill.)

5

6
8

12
16
20



TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

2. Termination of coverage by State and local Participation in social security is optional for
governments (Section 103 of House bill; sec- State and local governments. Once a govern-
tion 103 of Senate amendment) ment has chosen to join social security, it may

withdraw, after 5 years of coverage, by provid-
ing the Federal government with two years
advance notice of its intent to withdraw. A
notice of termination becomes effective at the
end of the calendar year two years after the
notice is filed. Governments that have with-
drawn are not allowed to rejoin. (About 70
percent of all State and local government em-
ployees are presently covered by social secu-
rity.)

6



House Bill Senate Amendment

Prohibits State and local governments from ter- Same as House bill.
minating coverage for their employees if the
termination has not taken effect by the date
legislation is enacted. In addition, allows State
and local governments which have withdrawn
from the social security system to voluntarily
rejoin. Once having rejoined, the governmen-
tal entity would be precluded from terminat-
ing coverage.

Net effect on tax income and benefit payments (Cost estimates same as for House bill.)
(Il-B):

OASDI HI

Calendar year (in bil-
lions):
1984 $0.1 (1)

1985 .2 $0.1
1986 .4 .1

1987 .6 .1

1988 .8 .2

1989 1.1 .3

Total 3.2 .8

Long-range, as percent
(OASDI):0.06

of taxable
.

payroll

'Less than $50 million.

Source: Office of the Actuary.
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TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

3. Windfall benefits for persons with pensions Social security benefits are determined through a
from noncovered employment (Section 113 of formula based on average lifetime earnings in
House bill; section 112 of Senate amendment) jobs covered by social security. The benefit for-

mula is weighted so that persons with low
average lifetime earnings receive a proportion-
,ally higher rate of return on their contribu-
tions to social security than workers with rela-
tively high average lifetime earnings.

Workers with short periods of covered work also
receive this advantage, because their few years
of earnings are averaged over a 35-year period
to determine their average monthly covered
earnings on which the benefit is based.

This high rate of return for persons who have
spent a short period of time in covered employ-
ment is what is often characterized as a "wind-
fall" benefit.

8



House Bill Senate Amendment

(1) Applies a different benefit formula to work-
ers who are eligible for a pension based wholly
or in part on noncovered employment. Under
the current formula, benefits are 90% of the
first $254 of average monthly earnings, 32% of
earnings from $254 to $1,538, and 15% of earn-
ings above $1,538. The new formula applicable
to those with pensions from noncovered em-
ployment would substitute 61% for the 90%
factor. (2) Provides a guarantee that the re-
sulting reduction in the worker's social secu-
rity benefit cannot be more than one-half the
amount of the noncovered pension. (3) This
provision will be applicable to persons reach-
ing age 60 after December 31, 1983.

Total
Long-range, as percent of taxable

payroll (OASDI): 0.03.

Similar to House provision, except substitutes a
32% factor in benefit formula, phased in over a
5-year period as follows:

Provides a guarantee that the resulting reduction
in the worker's social security benefit cannot
be more than one-third of the portion of the
worker's pension based on service which was
not covered.

Provides further a guarantee that persons with
30 years or more of covered service would not
be affected. For persons with less than 30 but
more than 24 years of substantial social secu-
rity employment, the 90% factor in the benefit
formula would be reduced by 10 percentage.
points for each year below 30 years of covered
employment. This would not reduce benefits by
more than the regular windfall provision, how-
ever. (A year of substantial employment would
be a year in which covered earnings were at
least 25 percent of the wage base. For years
after 1977, the base used would be the 1977
base with adjustments for increased earnings
after that date.)

The provision provides for periodically recomput-
ing the offset based on changes in the pension
rate. The provision also provides that pensions
based on noncovered employment of less than a
year would not be subject to the offset.

The provision would be effective on January 1,
1984, for retired or disabled workers who first
become eligible for a noncovered pension and
for social security after 1983.

Net effect on benefit payments (11—B):

.3 Total .3

Long-range, as percent of taxable pay-
roll (OASDI): 0.05.

Year of first eligibility under
OASDI:

1984

1985
1986
1987
1988 and after

First factor in
formula
(percent)

78.4
66.8
55.2
43.6
32.0

Outlay
reductionCalendar year (OASDI, in billions):

1984
1985
1986 (1)

1987 (1)

1988 $0.1

1989 .1

Calendar year (OASDI, in billions)
1984
1985

1986
1987
1988

1989

rin
(1)
(1)
(1)
(1)

0.1
.1

1 Less than $50 million. 9



TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

4. Delay cost-of-living adjustment (Section 111 (a) Social security benefits are adjusted automati-
of House bill; section 111 of Senate amend- cally every June (July check) to reflect increases
ment) in the consumer price index. This cost-of-living

adjustment is measured from the average CPI
of the first quarter of the previous year in
which a benefit increase was provided to the
average of the first quarter of the current year.
No cost-of-living increase is provided in any
year in which the increase in the CPI is less
than 3 percent.

10



House Bill Senate Amendment

Delays the June 1983 cost-of-living adjustment
until December (January 1984 check), and pro-
vides all subsequent cost-of-living adjustments
in December (January checks). This adjust-
ment would be based on the CPI for the first
quarter of 1983 over that for the first quarter
of 1982. All subsequent adjustments would be
based on the CPI increase from the third quar-
ter of the last year in which a cost-of-living
adjustment was provided to the third quarter
of the current year. For the December 1983
adjustment only, the 3 percent trigger is
waived.

Trust fund effect:

Calendar year (OASDI, in billions):
1983
1984
1985
1986
1987
1988
1989

Total 39.4
Long-range percent of taxable payroll (OASDI):

0.30

Same as House bill. (A floor amendment also pro-
vides that the OASDI COLA delay be accompa-
nied by a corresponding delay in a 1982 Recon-
ciliation Act provision to round down certain
veterans' pensions.)

(Cost estimates same as for House bill.)

Outlay
reduction

$3.2
5.2
5.4
5.5
6.2
6.7
7.3

11
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TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

(b) The medicare monthly premium for part B
physician coverage increases each July 1. (For
those people receiving social security cash
benefits, the premium is deducted from their
checks.)



House Bill Senate Amendment

Also, postpones from July 1, 1983, to January 1, Similar provision except that the general revenue
1984, and to each January thereafter, the ef• contribution would not replace lost premium
fective date of increases in medicare premi- revenue.
ums to coincide with the proposed delay in the
cost-of-living increases in social security cash
benefit payments. For the six-month period
from July 1, 1983 to January 1, 1984, the
general revenue contribution would replace
the lost premium revenue.

Net budget effect: (Same estimates as for House bill)

Fiscal year SM! H!
Medic-

aid
offset

Net
budget
impact

1983 $114 $1 $9 $106
1984 63 (1) 58
1985 —90 (1) 7 —83
1986 —201 (1) 15 —186
1987 —206 (1) 16 —190

'Less than $0.5 million.

13
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TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

5. Taxation of Social
for Higher-Income
House bill; section

Security (OASDI) Benefits
Persons (Section 121 of

131 of Senate amendment)

Social security
benefits are
purposes oft

benefits and railroad
excluded from gross

he Federal income tax.

retirement
income for

14



House Bill Senate Amendment

Beginning in 1984, a portion of social security
and tier I railroad retirement benefits would
be included in taxable income for taxpayers
whose adjusted gross income combined with 50
percent of their benefits exceeds a base
amount. The base amount would be $25,000
for an individual, $32,000 for a married couple
filing a joint return and zero for married per-
sons filing separate returns. The amount of
benefits that could be included in taxable
income would be the lesser of one-half of bene-
fits or one-half of the excess of the taxpayers'
combined income (AGI + one-half of benefits)
over the base amount.

The proceeds from the taxation of benefits, as
estimated by the Treasury Department, would
be transferred to the appropriate trust funds.
An annual report from the Secretary of the
Treasury concerning the transfers would be
required.

Special rules would be provided to adjust for
repayments by individuals of benefits previ-
ously received and subsequently determined to
be overpayments. Special rules also would be
provided for attributing appropriate portions
of lump-sum benefit payments to the years for
which they had been paid. Benefits subject to
tax would include any workmen's compensa-
tion receipt of which caused a reduction in
disability benefits.

Annual information returns would be filed by
the Social Security Administration and the
Railroad Retirement Board with the IRS and
furnished to individual beneficiaries.

The 50 percent of social security benefits re-
ceived by non-resident aliens would be subject
to the 30 percent withholding tax (or a lower.
rate if so fixed by treaty) applicable to periodic
payments made to such individuals under cur-
rent law. (The IRS would be authorized to
disclose to SSA and RRB certain tax return
information for purposes of administering this
provision.)

Net effect on tax income (II-B):
Calendar year (OASDI, in billions):

1984
1985
1986
1987
1988
1989

Total 26.6
Long-range, as percent of taxable pay-

roll (OASDI): 0.61

Same as House bill, except that interest on tax-
exempt bonds is added to adjusted gross income
for the purpose of determining whether an indi-
vidual's income exceeds the base amount above
which a portion of benefits would be subject to
tax.

Same as House bill, except that benefits subject to
tax do not include certain worker's compensation
benefits.

Net effect on tax income (Il—B):
Calendar year (OASDI, in billions):

1984
1985
1986
1987
1988
1989

Total
Long-range, as percent of taxable pay-

roll (OASDI): 0.62

Same as House bill.

Same as House bill.

Same as House bill.

$2.6
3.2
3.9
4.7
5.6
6.7

$2.6
3.2
3.9
4.7
5.6
6.7

26.7
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TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

6. 1984—1990 Social Security Tax Rates and 1984 Several increases in payroll tax rates are already
Credit (Section 123 of House bill; section 132 scheduled to take effect between 1984 and 1990
of Senate amendment) as indicated below:

a. FICA Tax Rates

Employer-E mployee Rate (Each)

OASDI HI OASDI-

1984 5.4 1.30 6.70
1985 5.7 1.35 7.05
1986 5.7 1.45 7.15
1987 5.7 1.45 7.15
1988 5.7 1.45 7.15
1989 5.7 1.45 7.15
1990 6.2 1.45 7.65

16



House Bill Senate Amendment

Advances the payroll tax increase scheduled for Same as House bill.
1985 to 1984 and part of the increase sched-
uled for 1990 to 1988, as indicated below:

.

Employer-Employee Rate (Each)

OASDI HI OASDI-

1984 5.70 1.30 7.00
1985 5.70 1.35 7.05
1986 5.70 1.45 7.15
1987 5.70 1.45 7.15
1988 6.06 1.45 7.51
1989 6.06 1.45 7.51
1990 6.20 1.45 7.65

17



TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

6. 1984—1990 Social Security Tax Rates and 1984
Credit—Con.

b. Tax Credit for 1984 FICA Taxes No deduction or credit is available for employee
FICA taxes.

c. Tier I Railroad Retirement Taxes The rates of Tier I railroad retirement taxes are
the same as the rates of the corresponding
FICA taxes.

18



House Bill Senate Amendment

A credit of 0.3% of wages would be allowed
against 1984 employee FICA taxes to reduce
the net FICA rate to 6.70%. Appropriations to
Trust Funds would be based on a 7.00% rate.
Employee's annual withholding statements
(form W—2) would indicate the net amount of
FICA tax (i.e., the 6.7% of taxable wages actu-
ally deducted from their paychecks).

Net effect on tax income:

Same as House bill except that employee's annual
wage statements (form W—2) would indicate
both the gross FICA tax (7.0% of taxable wages)
and the FICA credit (0.3% of taxable wages).

(Cost estimates same as for House bill.)

[In billions, (—) indicates revenue loss, Il—B, Joint
Committee on Taxation]

Trust
FundCalendar year' Effect

(OASDI)

Credit
Effect

Unified
Budget
Effect

1984 $8.6 —$4.4 $4.2
1985 .3 .3
1986
1987
1988 14.5 14.5
1989 16.0 16.0

Total 39.4 —4.4 35.0
Long-range, as percent of

taxable payroll (OASDI):
+0.03

'Calendar year estimates represent only the additional tax income from wages and salaries and therefore do not
include the additional tax income from self-employment earnings.

Conforming changes would be made in Tier I
railroad retirement tax rates and the credit
against 1984 employee taxes would be allowed
against employee railroad taxes.

19



TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

7. Tax on Self-Employment Income (Section 124 The Self-Employment Contributions Act (SECA)
of House bill; section 133 of Senate amend- imposes two taxes (OASDI and HI) on self-
ment) employed individuals. Currently, self-employed

persons pay an OASDI tax at a rate approxi-
mately equal to 75 percent of the combined
employer-employee rate and an HI tax at a
rate that is 50 percent of the combined employ-
er-employee rate.

No deduction or credit is available for SECA
taxes.

20



House Bill Senate Amendment

Beginning in 1984, the OASDHI rates for self- Same as House bill.
employed persons would be equal to the com-
bined employer-employee OASDHI rate.

For 1984, self-employed persons would be al-
lowed a credit (comparable to the credit al-
lowed employers against the FICA tax) against
SECA tax equal to 0.3 percent of net self-
employment income. In addition, beginning in
1984, self-employed persons would be entitled
to a permanent credit against SECA tax. For
1984—87, the amount of the credit would be 1.8
percent of net self-employment income. For
1988 and subsequent years, the credit would
be 1.9 percent. The SECA tax credit may be
directly taken into account in computing
SECA liability for a taxable year and estimat-
ed tax payments for that year.

Appropriations to the trust funds would be
based on the full SECA tax rates without
regard to the credit allowed against such
taxes.

Net effect on tax income:
Net effect on tax income:

Same as House bill, except that the total credit
rate would be 2.9 percent of self-employment
income in 1984, 2.5 percent in 1985, 2.2 percent
in 1986, 2.1 percent in 1987, 1988, and 1989, and
2.3 percent in 1990 and thereafter.

Same as House bill.

[In billions, (—) indicates revenue loss, Il—B, Joint Committee on Taxation]

Calendar year'
Trust

(OASDHI)

.

Budget
ect

Calendar year'
Trust

(OASDHI)

.

Budget
ect

1984 $1.5
1985 4.4
1986 4.5
1987 4.8
1988 5.4
1989 6.2

Total 26.9

—$0.7
—2.0
—1.9
—2.0
—2.2
—2.4

—11.1

$0.8 1984
2.5 1985
2.6 1986
2.8 1987
3.2 1988
3.9 1989

15.8 Total

$1.5
4.4
4.5
4.8
5.4
6.2

26.9

—$0.9
—2.7
—2.5
—2.4
—2.5
—2.6

—13.7

$0.6
1.7
1.9
2.4
2.9
3.6

13.1

Long-range, as percent of taxable payroll Long-range, as percent of
(OASDI): 0.19 (OASDI): 0.19

taxable payroll,

Calendar year estimates include the additional tax income on self-employment earnings which results from advancing payroll tax
increases.
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TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

8. Credit for the elderly and disability income
exclusion (Section 122 of the House bill)

a. Credit for the elderly 1. Eligible individuals and credit rate.—Individ-
uals age 65 or over, or under 65 and with
income from a public retirement system, are
eligible for a credit equal to 15 percent of a
base amount.

2. Base amount.—The initial amount of the base
is:

$2,500—married with one spouse eligible or
unmarried

$3,750—married, joint return, both spouses
eligible

$1,875—married filing separately

For individuals under age 65, the initial amount
is limited to income from a public retirement
system.
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House Bill Senate Amendment

1. Eligible individuals and credit rate.—Same as No provision.
present law, except that individuals under age
65 are eligible only if they retired with a
permanent and total disability and have dis-
ability income from a public or private em-
ployer on account of that disability.

2. Base amount.—The initial base amount is:
$5,000—married with one spouse eligible or

unmarried
$7,500—married, joint return, both spouses

eligible
$3,750—married filing separately

For individuals under age 65, the initial amount
is limited to disability income.
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TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

a. Credit for the elderly—Con. The initial amount is reduced by:
1. Pensions or annuities received under Social

Security, Railroad Retirement, and certain
other pensions and annuities otherwise ex-
cluded from gross income, and

2. One-half of the excess of adjusted gross income
over:

$7,500—single returns
$10,000—married, joint return
$5,000—married, separate return

This reduction does not apply to individuals
under age 65. Instead, the initial amount is
reduced by certain amounts of earned income.

b. Disability income exclusion Amounts received under an employer's disability
income plan generally are includible in gross
income to the extent attributable to employer
contributions. However, permanently and to-
tally disabled individuals who have retired on
disability and are under 65 may exclude such
income within certain limits. The excluded
amount is limited to $100 per week and is
reduced by the excess of adjusted gross income
over $15,000.



House Bill Senate Amendment

The initial amount is reduced by:
1. Same as present law except that Social Secu-

rity and Railroad Retirement disability bene-
fits, as well as pensions or annuities, leads to a
reduction in the initial amount.

2. Same as present law.
The same rules for reducing the initial amount

would apply to all eligible individuals.

The disability income exclusion is repealed. Af- No provision.
fected individuals are made eligible for the
credit for elderly and disabled persons to the
extent of disability income (see above).

Effective date.—The provision applies to taxable
years beginning after December 31, 1983.

Revenue effect:
[In millions, Il—B, Joint Committee on Taxation]

Revenue
Calendar year: increase

1984 (1)

1985 (1)

1986 $6
1987 7
1988 9
1989 10

Total 37

'Less than $5 million.
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TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

9. Reallocation of OASI
(Section—of House bill;
amendment)

and DI Trust Funds
section 141 of Senate

The OASDI tax rate is allocated as indicated
below:

[Percent]

OASI DI

Employees and employ-
ers, each:

1984 4.575 0.825
1985—89 4.750 0.950
1990 and after 5.100 1.100

Self employed:
1984 6.8125 1.2375
1985—89 7.1250 1.4250
1990 and after 7.6500 1.6500

10. Benefits for Certain Widows, Divorced and
Disabled Women

a. Benefits for Surviving Divorced or Dis-
abled Spouse Who Remarries (Section 131
of House bill; section 113 of Senate
amendment)

26

Current law permits the continuation of benefits
for surviving spouses who remarry after age 60.
However, benefits for disabled widow(er)s and
disabled surviving divorced spouses (payable
from age 50 to 60) and for surviving divorced
spouses (payable at age 60) are terminated if
the individual remarries.



House Bill Senate Amendment

OASDI tax allocated so that both funds will
have about the same fund ratios, as indicated
below:

[Percent]

OASI DI

Employees and
employers, each:
1983 4.775 0.625
1984—87 5.200 .500

1988—89 5.560 .500
1990 5.600 .600

Self-employed
persons:
1983 7.1125 0.9375
1984—87 10.4000 1.0000

1988—89 11.1200 1.0000
1990 11.2000 1.2000

Allows the continuation of benefits for disabled
and surviving divorced spouses upon remar-
riage if that marriage takes place after the age
of first eligibility for benefits. Effective for
benefits for months after December 1983.

(No change would be made in the current dual
entitlement provision of the law which allows
an individual to receive only the highest bene-
fit for which such individual is eligible.)

The OASDI tax would be allocated so that both
funds will have about the same fund ratios as
indicated below:

[Percent]

OASI DI OASDI

Employers and
employees, each:.
1984 5.075 0.625 5.7
1984 to 1987 5.20 .50 5.7
1988 to 1989 5.53 .53 6.06

1990to 1999 5.60 .60 6.20
2000 and later 5.55 .65 6.20

Self-employed
persons:
1983 10.4625 .9375 11.40
1984 to 1987 10.40 1.00 11.40
1988to 1989 11.06 1.06 12.12

1990 to 1999 11.20 1.20 12.40

2000 and later 11.10 1.30 12.40

Same as House bill.

27



TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

10. Benefits for certain Widows, Divorced and
Disabled Women—Con.

b. Change in Indexing Deferred Survivor
Benefits (Section 133 of House bill; sec-
tion 114 of Senate amendment)
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c. Benefits for Divorced Spouses Regardless
of Whether A Former Spouse Is Drawing
Benefits (Section 132 of House bill; sec-
tion 115 of Senate amendment)

d. Increased Benefits for Disabled Widows
and Widowers (Section 134 of House bill;
section 116 of Senate amendment)

Survivor benefits are based on the amount of
benefits that would have been payable to the
deceased worker as determined by applying a
benefit formula to the worker's earnings in
covered employment. Such earnings are in-
dexed to reflect economy-wide wage increases
through the second year before the death of
the worker. Beginning with the year of death,
benefit. levels are indexed to price changes.

Should the worker die long before retirement
age, the benefit to which the widowed spouse
ultimately becomes eligible in old-age (or at
disability) is based on outdated wages. Thus,
women who become widowed at a relatively
young age, but do not become eligible for bene-
fits for many years, are deprived of their hus-
band's unrealized earnings as well as the econ-
omy-wide wage increases that may have oc-
curred since the death of their husbands.

A divorced spouse, eligible for benefits at age 62,
may not begin to draw social security benefits
until the former spouse begins to draw bene-
fits. For some divorced women, this means that
they must wait several years beyond their own
retirement age (because their former spouse
delays retirement or otherwise fails to apply
for benefits) before they can begin to draw
benefits.

Social Security benefits for widows and widowers
are first payable at age 60. Benefits are pay-
able in full (i.e. 100 percent of the worker's
primary insurance amount) at age 65, and at
reduced rates at ages 60—64 (i.e., phasing up
from 71.5 percent of the primary insurance
amount at age 60). Benefits are also payable at
reduced rates to disabled widows and widowers
aged 50—59 (i.e., phasing up from 50 percent of
the primary insurance amount at age 50).



House Bill Senate Amendment

In the case of deferred survivor benefits, contin-
ues indexing the worker's earnings to reflect
economy-wide wage increases rather than
price increases. Such wage indexing would
apply through the year the worker would have
reached age 60, or two years before the survi-
vor becomes eligible for aged or disabled
widow's benefits, whichever is earlier. Effec-
tive for newly eligible survivors after Decem-
ber 1984.

Allows divorced spouses (who have been divorced
for at least 2 years) to draw benefits at age 62
if the former spouse is eligible for retirement
benefits, whether or not benefits have been
claimed or suspended because of substantial
employment. Effective for benefits for months
after December 1984.

Increases benefits of disabled widow(er)s age 50—
59 to 71.5 percent of the primary insurance
amount, the amount to which widow(er)s are
entitled at age 60. Effective for benefits for
disabled widows and widowers for months
after December 1983.

Net effect on benefit payments (Il—B) for all four
provisions: 1

Calendar year (OASDI, in billions):
1984
1985
1986
1987
1988
1989

Total
Long-range, as percent of taxable

payroll (OASDI): —0.07
1 Minus (—) indicates cost to the fund.

Same as House bill.

Same as House bill except for technical difference.

Same as House bill.

(Cost estimates same as for House bill.)
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—.2
—.2
—.2
—.3
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—1.6
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TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

11. Stabilizer (Section 112 of House bill; section Social security benefits are adjusted automatical-
117 of Senate amendment) ly every June to reflect increases in the Con-

sumer Price Index. Such adjustments are made
without regard to the status of the trust fund
reserves.

Income to the social security system depends on
the level of wages on which social security
contributions are made. When increases in
prices outrun increases in wages, income to the
trust fund falls behind increases in benefit pay-
ments. Cash flow problems may then result,
depending on whether accumulated fund re-
serves are sufficient to make up the gap be-
tween income and outlays.

There is no mechanism under current law to
adjust trust fund outlays and revenues to take
account of economic fluctuations.
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House Bill Senate Amendment

Beginning with 1988, if the fund ratio of the
combined OASDI Trust Funds as of the begin-
ning of a year is less than 20.0%, the automat-
ic cost-of-living (COLA) adjustment would be
based on the lower of the CPI increase or the
increase in average wages. Subsequently,
when the balance in the trust funds has risen
to at least 32 percent of estimated annual
outlays, "catch-up" benefit payments would be
made during the following year, as supple-
ments to monthly benefits otherwise payable,
to the extent necessary to increase overall
benefit levels in order to make up for any
losses in inflation protection that result from
basing COLA's on wages rather than prices.
Such payments would be made only to the
extent that sufficient funds are available over
those needed to maintain a fund ratio of
32.0%.

Trust fund effect:
Under the alternative 11-B assumptions,

this provision is estimated to have no
trust fund impact in either the short
range or the long range.

Similar to House bill, except that the catch-up
payments would supplement monthly benefits
otherwise payable to make up for the cumula-
tive dollar losses that could result from basing
the adjustment on wages rather than prices.

Same as House bill.
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TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

12. Procedures to Assure Continued Benefit
Payments (Fail-Safe) (Sections 141, 142, and
143 of House bill; sections 125, 142, and 149 of
Senate amendment)

32

Social security benefits are financed by a payroll
tax fixed in the law. While benefits are paid
out within the first five days of each month,
payroll tax revenues are estimated daily by the
Treasury, and credited to the trust fund ac-
counts each day.

If at any point revenues from the payroll tax
exceed amounts needed for benefit payments,
the excess is placed in the trust fund reserve. If
revenues fall short of the amount needed, the
reserves are drawn on to make up the differ-
ence. If the reserves are not adequate to make
up the shortfall, under current law the trust
funds have no way of making benefit payments
on time. (Thus, it is considered critical to have
at least one month's benefit payments in re-
serve at the beginning of each month, and to
have enough of a reserve to continue benefit
payments through any decline in revenues
during the year.) The Board of Trustees is re-
quired to report immediately to the Congress if
any of the trust funds is unduly small.

Interfund borrowing was authorized during 1982,
but this authority terminated at the end of the
year.



House Bill Senate Amendment

a. Fixed Monthly Tax Transfers: Provides for a
revision of accounting procedures under which
the Treasury would credit to the OASDHI
trust funds, at the beginning of each month,
the amount of payroll tax revenues estimated
to be received during the month. These
amounts would be invested by the trust funds
as all other trust fund assets are invested;
interest will also be paid by the trust funds on
amounts transferred to the trust funds in ad-
vance of procedures in effect on January 1,
1983. Effective on the first day of the month
following enactment.

b. Interfund borrowing: Authorizes interfund
benefit borrowing between the OASI, DI and
HI funds for calendar years 1983—87, with pro-
visions for repayment to the lending fund(s) of
the principal and interest of all such loans
(including amounts borrowed in 1982) at the
earliest feasible time but not later than the
end of calendar year 1989. Borrowing would be
permitted only to the extent there is sufficient
balance in the lending fund to meet its own
obligations.

a. Similar to House provision, except that tax re-
ceipts would only be advanced for months the
Secretary of the Treasury determines that the
balances of the OASDI trust funds are less than
20% of outgo. Also, the interest paid to the Gen-
eral Treasury on the excess sums so transferred
would be at the rate equal to the average 91-day
Treasury bill rate during the month, with such
interest being payable at the end of each month.

Effective.—On enactment through 1989.

b. Similar to House bill, except that (1) interest
would be paid monthly to HI on any outstand-
ing loans to OASDI; (2) OASDI could not borrow
from HI in any month in which the HI trust
fund ratio is under 10 percent (with no more to
be borrowed than would reduce such ratio to 10
percent); (3) in 1983—87, OASDI would repay
loans from HI whenever the OASDI fund ratio
at the end of the year exceeds 15 percent; and
(4) in 1988—89, OASDI would repay HI, in 24
equal monthly payments, the loan balance out-
standing at the end of 1987 (plus interest on any
outstanding loan balance). Faster payment
would be authorized.

Similar protections would be provided for the
OASI and DI trust funds in the event that HI
were to borrow from OASDI
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House Bill Senate Amendment

c. Managing Trustee Report to the Congress Con-
cerning Trust Fund Shortfalls: Requires the
Board of Trustees to report immediately to the
Congress whenever it is of the opinion that the
amount of any of the trust funds may become
unduly small and recommend a specific legis-
lative plan to adjust the inflow and outgo of
funds to remedy this shortfall with due regard
to the economic situation that created the
problem and the amount of time available to
act in a prudent manner. It is the intent that
such legislative action would be effective only
so long as is necessary to restore the fund to
solvency.

c. Requires the Secretary of Health and Human
Services to make an annual evaluation of the
projected balances in the OASDHI trust funds,
taking into account cost-of-living increases. If at
the start of any year after 1984 the OASDHI
reserve ratio is projected to decline from the
start of the next year to the start of the follow-
ing year and to then be less than 20 percent of a
year's benefits, the Secretary would be required
to notify the Congress by the preceding July 1
that action to limit the next COLA will be
necessary. If no action is taken, the Secretary
would be required to scale back the COLA to
the extent necessary to prevent a decline in the
reserve ratio. (For years after 1987, the fund
ratios only for OASDI would be considered.)

Insofar as possible, the limitation of the COLA
would be applied to people whose benefits are
based on a primary benefit level of more than
$250 per month. The determination as to wheth-
er a limitation on the cost-of-living increase was
necessary would be made only after taking into
account all other statutory provisions for assur-
ing adequate funds.

Effective for determinations beginning July 1,
1984.

Trust fund effect:
Under alternative Il—B assumptions, this pro-

vision is estimated to have no financial
impact in either the short range or the long
range.
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TITLE I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM—Continued

Item Current Law

13. Delayed Retirement Credit (S'ctions 114 and
332 of House bill; section 118 of Senate
amendment)

14. Reimbursement to Trust Funds for Military
Wage Credits and Uncashed OASDI Checks

a. Military Wage Credits (Section 151 of
House bill; sections 144 and 145 of Senate
amendment)

36

b. Uncashed OASDI Checks (Section 152 of
House bill; section 143 of Senate amend-
ment)

Persons who delay retiring—and claiming social
security benefits—beyond age 65 receive in-
creases in their benefits amounting to 3 per-
cent per year for each year they delay retire-
ment up to age 72.

Gratuitous military wage credits are provided to
persons who served in the military after Sep-
tember 16, 1940. Although members of the
armed forces were compulsorily covered under
social security in 1957, wage credits continue to
be provided to military personnel in recogni-
tion of the value of non-cash compensation re-
ceived.

The cost of the additional benefits and the ad-
ministrative expenses arising from these non-
contributory wage credits are borne by the
General Fund On a retroactive reimbursement
basis (i.e., the costs are reimbursed only after
benefits have been paid).

The trust funds are not credit for any uncashed
OASDI benefit checks. Instead, the value of
benefit checks which are not cashed remains in
the General Fund of the Treasury.



House bill Senate amendment

Gradually increases the delayed retirement
credit from 3% to 8% per year for persons who
attain age 65 between 1990 and 2008. In order
to conform to the reduction in the age at
which the earnings test no longer applies,
lowers the age after which the delayed retire-
ment credit will no longer be given from age
72 to 70 for those who attain age 70 after
December 1983.

Net effect on tax income and benefit payments
(Il-B): 1

Long-range, as percent of taxable payroll
(OASDI): —0.10

1 Minus (—) indicates increased outlays.
Provides for a lump-sum payment to the OASDI

trust funds from the General Fund for: (i) The
present value of the estimated additional bene-
fits arising from the gratuitous military serv-
ice wage credits for service before 1957; (ii) the
amount of the combined employer-employee
OASDI taxes on the gratuitous military serv-
ice wage credits for service after 1956 and
before 1983. In addition, the HI trust fund
would be credited with the combined employ-
er-employee HI taxes on gratuitous military
wage credits for service after 1965 and before
1983. (In the future, the trust funds would be
reimbursed on a current basis for such em-
ployer-employee taxes on such wage credits for
service after 1982.)

Provides for a lump-sum payment to the OASDI
trust funds from the General Fund represent-
ing the amount of uncashed benefit checks
which have been issued in the past plus appro-
priate amounts of interest. In addition, re-
quires the implementation of a procedure
under which: (1) the Treasury Department
would make it possible to distinguish OASDI
checks from other government checks; and (2)
the trust funds would be credited on a regular
basis with an amount equal to the value of all
OASDI benefit checks which have nQt been
negotiated for a period of 6 months.

Net effect on tax income (Il—B):

Calendar year (in
Trust Fun

billions) OASDI

d Effect Unified
Budget
effectHI

$19.7 $3.3
—.4 —.1
—.4 —.1
—.3 —.1

—.3 —.1
—.3 —.1
—.3 —.1

Total 17.7 2.5
Long-range, as percent of taxable payroll

(OASDI): 0.01

0
0
0
0
0
0
0

Similar to House bill except would first apply to
people attaining age 62 in 1990, rather than 65
in 1990, and would be fully phased in by 1995.
In addition, would remove the upper age limit
on receipt of delayed retirement credits, effec-
tive January 1984 (floor amendment).

Net effect on benefit payments (Il—B):

Long-range, as percent of taxable payroll
(OASDI): —0.12

1 Minus (—) indicates increased outlays.
Similar to House bill, except that the lump sum

reimbursement for the post 1956 wage credits
includes 1983.

Similar to House bill, except that unnegotiated
checks are defined to be those outstanding for a
period 12 months after issuance, and no interest
is payable to the trust funds on unnegotiated
checks.

(Cost estimates same as for House bill except
OASDI trust fund effect is $19.2 billion for 1983
and $17.2 billion for 1983—89 because no interest
is payable on unnegotiated checks.)
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TITLE II. ADDITIONAL PROVISIONS RELATING TO LONG-TERM
FINANCING. OF THE SOCIAL SECURITY SYSTEM

Item Current Law

Adjustments in the normal retirement age (Sec- Normal retirement age (i.e., the age at which full
tion 201 of House bill; sections 119 and 120 of retirement benefits can be received) is age 65.
Senate amendment) Early retirement benefits are available at age

62 at a rate of 80 percent of the full benefit.
Medicare and SSI benefits are also available at
age 65. Unreduced retirement benefits are
available to workers, spouses, and widows and
widowers at age 65. Actuarially reduced bene-
fits are available at age 62 for workers and
spouses and at age 60 for widows and widow-
ers.

In computing social security benefits, a worker's
earnings under social security are averaged
and a benefit formula is applied to those aver-
age indexed monthly earnings (AIME) to arrive
at the initial basic benefit amount called the
primary insurance amount (PIA). The PIA is
the amount a worker is eligible to receive at
65. Dependents' and survivors' benefits are
based on the worker's PIA.

The formula for a worker who becomes eligible
for benefits in 1983 is: 90 percent of the first
$254 of AIME, plus 32 percent of the AIME
from $254 through $1,528, plus 15 percent of
the AIME over $1,528.

The two dollar figures in the formula, $254 and
$1,528, are raised (indexed) each year to reflect
increases in average wages in the economy.
Thus, a new formula is created each year for
the new group of workers becoming eligible for
benefits in that year.

The annual adjustment of the benefit formula by
the full amount of the increase in average
wages leads to higher initial benefits over time
and to replacement rates—the percentage of a
worker's prior earnings that are replaced by
his social security benefit—that remain at ap-
proximately the same level.

Social security beneficiaries under age 70 who
work and have earnings are subject to a one
dollar reduction in benefits for every two dol-
lars of earnings, when their earnings exceed
certain exempt amounts. For 1983, the annual
exempt amount is $6,600 for people age 65 and
older. The annual exempt amount is increased
each year according to increases in wages.
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House Bill Senate Amendment

(1) Raises the normal retirement age to 67 in two
steps.

(A) Raises retirement age to 66 by increas-
ing the age for full benefits by two months
a year for six years so that provision
would be fully effective beginning with
those attaining age 62 in 2005 (66 in 2009).

(B) Raises retirement age from 66 to 67 by
increasing the age for full benefits by two
months a year for six years so that the
provision would be fully effective begin-
ning with those attaining age 62 in 2022
(67 in 2027).

(2) Age 62 benefits would be maintained at an
ultimate rate of 70 percent of full benefits.
(After age for full retirement is changed to 67.)
No changes would be made in Medicare or 551
benefits.

(3) Requires the Secretary, by January 1, 1986,
to conduct and submit with recommendations
to Congress a comprehensive study and analy-
sis of the implications of the change in retire-
ment age for those individuals affected by this
change who, because they are engaging in
physically demanding employment or because
they are unable to extend their working ca-
reers for health reasons, may not benefit from
improvements in longevity.

(4) Makes no changes in the current law earn-
ings test.

For initial
eligibility (or
death) in—

The a pplicable percentage

Up to the
first bend
point is—

Between
the first

and second
bend

points is—

Above the
second

bend point

(current
law).

2000
2001

(1) Raises the normal retirement age to 66, by
increasisng the age for full benefits one month
a year for 12 years (between 2000 and 2011) so
that the provision would be fully effective be-
ginning with those attaining age 66 in 2015. The
first age of eligibility for Medicare would shift
in tandem with the new retirement age.

(2) Early retirement benefits would continue to be
payable at age 62, but at an ultimate rate of 75
percent of full benefits (after age for full retire-
ment is changed to 66.)

(3) Requires the 1987 Social Security Advisory
council to study the effect of raising the retire-
ment age and requires recommendations on
changes to the DI, SSI and unemployment com-
pensation programs to meet the special needs of
older workers. In addition, provides for the ap-
pointment, subject to approval by the Chairmen
of the Committees on Finance and Ways and
Means, of Council representatives of organized
labor and experts on the problems of older
workers, disability and unemployment and the
labor market.

(4) Between 2000 and 2007, gradually reduces ini-
tial benefit levels by 5.3 percent for future
beneficiaries. The percentage factors in the
benefit formula would be reduced by two-thirds
of one percent each year for 8 years, beginning
with those first becoming eligible in the year
2000, and would be fully effective for those be-
coming eligible in 2007. The benefit factor re-
duction would be phased-in under the following
schedule:

2002 88.2 31.4 14.7
2003 87.6 31.1 14.6
2004 87.0 30.9 14.5
2005 86.4 30.7 14.4
2006 85.8 30.5 14.3
2007 and after.. 85.2 30.3 14.2

1979—99

For initial
eligibility (or
death) in—

The applicable percentage

90.0

89.4
88.8

Up to the
first bend
point is—

Between
the first

and second
bend

points is—

32.0

31.8
31.6

Above the
second

bend point
is—

15.0

14.9
14.8
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House Bill Senate Amendment

(5) Gradually phases out, beginning in 1990, the
retirement earnings test for people 65 and
older. The exempt amount of earnings (as it
would be automatically increased by wage
trends) would be further increased by $3,000 in
1990 and by a further $3,000 in each of the
next four years, with the earnings test (for
people 65 and older) completely eliminated in
1995.

Net effect on benefit payments (Il—B): Net effect on benefit payments (Il—B):

Long-range, as a percent of taxable pay- Long-range, as a percent of taxable pay-
roll (OASDI): roll (OASDI):.

Increase the retirement age to 66 0.42 Increase retirement age to 66 0.40
Increase the retirement age to 67 0.26 Decrease benefits by 5 percent 0.43

Eliminate earnings test —0.03

Total 0.68 Total 0.80

Source: Office of the Actuary. Source: Office of the Actuary
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS

Item Current Law

1. Cash management
a. Float allowance revision (Section 301 of Social security benefit checks are issued to

House bill) beneficiaries on the third day of each month.
Current Treasury procedures allow a two-day
float before trust fund monies are actually
transferred to the Treasury in order to pay the
checks which have been issued.

b. Interest on late State deposits (Section The annual interest rate charged on late pay-
302 of House bill) ments of social security taxes due on the earn-

ings of State and local employees is 6 percent
per annum.

c. Trust Fund Investment Procedures (Sec- Payroll tax revenues which are in excess of the
tion 303 of House bill; section 146 of amount necessary to pay current benefits gen-
Senate amendment) erally must be invested in "special issue" obli-

gations available for purchase only by the trust
funds. Such obligations have maturities fixed
with due regard for the needs of the trust
funds and bear an interest rate equal to the
average market yield on all marketable, inter-
est bearing obligations of the U.S. which are
not due or callable within 4 years.
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House Bill Senate Amendment

Requires the Secretaries of Treasury and Health
and Human Services to conduct a study con-
sisting of two separate investigations. The first
concerns the actual average length of time
between the issuance of benefit checks and
their redemption; the second would deal with
the feasibility and desirability of providing for
the transfer on a daily basis to the general
fund from the appropriate trust fund amounts
equal to the amounts of benefit checks which
are paid by the Federal Reserve Banks on that
day.

The Secretary of the Treasury would be required
to promulgate regulations to implement the
changes found appropriate by these investiga-
tions.

Changes the rate of interest charged on late
payments of social security contributions due
on the earnings of state and local employees to
a rate equal to the average interest rate
earned by new special obligations of the trust
funds during the period of the delinquency.
(Effective with respect to payments due for
wages paid after Dec. 31, 1983.

Requires the managing trustee of the Social Se-
curity Trust Funds to redeem most current
trust fund investments and make all future
investments in a new type of Treasury public
debt obligation bearing interest at a rate that
varies from month to month. For each month,
the interest rate on the new type of obligation
will be equal to the higher of (1) the average
market yield over the preceding month on all
public-debt obligations (other than "flower
bonds") with maturities of more than 4 years
or (2) the average market yield for similar
obligations with 4 years or less to maturity.

Requires that annual reports of the Social Secu-
rity Boards of Trustees to the Congress in-
clude a certification by the chief actuary of
the Social Security Administration that the
reports meet generally accepted standards
within the actuarial profession.

Allows the 1983 annual reports to be filed any
time before 45 days after enactment.

Trust fund effect:
The Office of the Actuary with 11—B assump-

tions estimates a reduction in investment
income of $1.9 billion.

No provision.

No provision.

Similar to House bill, except that the interest rate
to be applied to the social security investments
would be the same long-term, special-issue rate
used under current law. The redeemed invest-
ments and all future funds would be invested in
special depository accounts, rather than new
special issue obligations.

Also, requires actuarial statement, but does not
have to certify the reasonableness of the as-
sumptions and cost estimates underlying the
trustee's report (floor amendment).

No provision.

Similar to House bill.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS

Item Current Law

d. Separate Treatment of Trust Fund Oper- Beginning with 1969, the financial operations of
ations Under Unified Budget (Section 304 the social security trust funds have been in-
of House bill) cluded in the unified budget of the Federal

Government.



House Bill Senate Amendment

Provides for the display of OASI, DI, HI and SMI No provision.
fund operations as a separate function within
the budget. Beginning with fiscal year 1989,
these trust fund operations (except for SMI)
would be removed from the unified budget.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

2. Elimination of Gender-Based Distinctions
Under the Old-Age, Survivors, And Disability
Insurance Program

a. Divorced husbands (Section 311 of House The Social Security Act provides for the payment
bill) of benefits to aged divorced wives and aged or

disabled surviving divorced wives but benefits
are not provided for similarly situated men.

b. Remarriage of Surviving Spouse before Widows and widowers who remarry before age 60
age 60 (Section 312 of House bill) are treated differently with respect to their

eligibility for benefits based on their deceased
spouses' earnings. A woman may qualify for
benefits as a surviving spouse, even though she
has remarried, so long as she is not married at
the time she applies for benefits. A man, how-
ever, under current law loses forever his eligi-
bility as a surviving spouse of his deceased wife
worker if he remarries before age 60. Since the
decision of Mertz v. Harris (1980), SSA has paid
benefits to remarried widowers on the same
basis as to remarried widows.

c. Illegitimate Children (Section 313 of An illegitimate child may be eligible for benefits
House bill) based upon a man's earnings, without regard

to the appropriate State intestate laws, if
among other things, the man has been decreed
by a court to be the father of the child, or the
man is shown by evidence satisfactory to the
Secretary to be the father of the child. Similar
provisions do not currently apply when an ille-
gitimate child claims a benefit based upon his
mother's earnings.

d. Transitional Insured Status (Section 314 Certain workers who attained age 72 before 1969
of House bill) are eligible for social security benefits under

transitional insured status provisions which re-
quire fewer quarters of coverage than would
ordinarily be required. Wives and widows of
eligible male workers who reached 72 prior to
1969 also are eligible for benefits under this
provision, but husbands and widowers of eligi-
ble female workers are not.

e. Equalization of Special Age 72 Benefits Special payments are provided to persons who
under Section 228 (Prouty Benefits) (Sec- attained age 72 before 1968 and who have no
lion 315 of House bill) quarters of coverage and to persons age 72 in

1968 or after who have at least three quarters
of coverage for every year after 1966 and
before the year of attainment of age 72. Howev-
er, even though each spouse must meet the
same eligibility requirements if he or she were
not married, once the eligibility of both is de-
termined, the couple is treated as if the hus-
band were the retired worker and the wife

46 were the dependent. The benefit is allocated so
that the husband is paid two-thirds of the bene-
fit and the wife is paid one-third.



House Bill Senate Amendment

Unless otherwise noted, the proposed amend-
ments concerning the elimination of gender-
based distinctions would be effective with re-
spect to benefits payable for months after the
month of enactment.

Amends the statute to conform to court deci- No provision.
sions by providing social security benefits for
aged divorced husbands and aged or disabled
surviving divorced husbands based on their
former wives earnings records. (SSA is cur-
rently complying with court decisions.)

Amends the statute to conform to court deci- No provision.
sions by making the requirements for widow-
ers' and widows' benefits consistent. (SSA is
currently complying with the aforementioned
court decisions.)

Provides that illegitimate children would be eli- No provision.
gible for benefits based on their mother's earn-
ings as they are currently for benefits based
on their father's earnings.

Extends to husbands and widowers the transi- No provision.
tionally insured status provisions which cur-
rently apply to wives and widows.

Provides that where both husband and wife each No provision.
qualify for Prouty benefits under Section 228
of the Social Security Act, each would receive
a full monthly benefit.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

f. Father's Insurance Benefits (Section 316 A young wife, widowed mother or surviving di-
of House bill) vorced mother who has an entitled child under

age 16 in her care receives a benefit for both
herself and her child based upon the earnings
of her husband. Under the law a similarly
situated father cannot qualify for benefits
based on his retired, disabled, or deceased
wife's earnings.

g. Effect of marriage on childhood disability When a childhood disability beneficiary is mar-
and other dependents' or survivors' bene- ned to another childhood disability beneficiary
fits (Section 317 of House bill) or to a disabled worker beneficiary, and the

disability benefits of one of the beneficiaries is
terminated because the beneficiary recovers or
engages in substantial work, the continued eli-
gibility of the other spouse depends upon the
spouse's sex. A woman's childhood disability
benefits end when her husband's disability
benefits end. However, a man's childhood dis-
ability benefits are not terminated when his
wife's disability benefits end.

h. Effect of Marriage on Other Dependents' If a childhood disability beneficiary or disabled
or Survivors' Benefits (Section 317 of worker beneficiary marries a person receiving
House bill) certain kinds of social security dependent or

survivor benefits, the benefits of each individu-
al continue. If the disabled beneficiary is a
male and he recovers or engages in substantial
work and his benefits are terminated, his
wife's benefits also end. If, however, the dis-
abled beneficiary is a woman, her husband's
benefits are not terminated when her disability
benefits end.

i. Credit for military service (Section 318 of A widow (but not a widower) is permitted, under
House bill) certain circumstances, to waive the right to a

civil service survivor's annuity and receive
credit (not otherwise possible) for military serv-
ice prior to 1957 for purposes of determining
eligibility for and the amount of, social security
survivors' benefits.
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House Bill Senate Amendment

Amends the statute to conform to court deci- No provision.
sions by providing social security benefits for a
father who has in his care an entitled child of
his retired, disabled, or deceased wife (Or de-
ceased former wife). (SSA is currently comply-
ing with the aforementioned court decisions.)

Continues the benefits of a childhood disability No provision.
beneficiary, regardless of sex, when the benefi-
ciary's spouse is no longer eligible for benefits
as a childhood disability beneficiary or dis-
abled worker beneficiary.

Continues social security payments to an mdi- No provision.
vidual, regardless of sex, who is receiving de-
pendents' or survivors' benefits, when his or
her spouse is no longer eligible for childhood
disability benefits or benefits as a disabled
worker.

Allows widowers to exercise the option to waive No provision.
the right to a civil service survivor's annuity
in the same way as is currently permitted for
widows.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

3. Coverage
a. Foreign affiliates of American employers Work by a U.S. citizen outside the U.S. for a(Section 321 of House bill), foreign subsidiary of a domestic corporation is

covered by social security if the domestic corpo-
ration arranges for coverage by entering into a
voluntary agreement with the Internal Reve-
nue Service; the agreement applies to all citi-
zens subsequently employed by the subsidiary
if their work would be covered if performed in
the U.S.

A "foreign subsidiary" of a domestic corporation
is defined as a foreign corporation of which:
not less than 20 percent of its voting stock is
owned by a domestic corporation; or more than
50 percent of its voting stock is owned by an-
other foreign corporation and at least 20 per-
cent of the latter corporation's voting stock is
owned by a domestic corporation.

A domestic corporation which has entered into a
voluntary agreement providing for social secu-
rity coverage of U.S. citizens employed by its
foreign subsidiary can also elect to include
such U.S. citizens in its qualified pension,
profit-sharing, stock bonus, etc. plans. A simi-
lar rule applies to U.S. citizens employed by a
domestic corporation's domestic subsidiary that
operates primarily abroad.
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House Bill Senate Amendment

Broadens the availability of social security coy- No provisions.
erage to American citizens working abroad by:
(1) permitting coverage of American citizens
working outside the United States for a for-
eign affiliate of an American employer; and (2)
reducing the ownership interest in the foreign
affiliate that is required to be held by the
American employer from 20 percent to 10 per-
cent (either directly or through one or more
entities). These changes would be effective
upon enactment.

In addition, coverage would be extended to in-
clude employees of American employers and
affiliates who are residents of the United
States as well as American citizens. (This pro-
vision applies generally to remuneration paid
after December 31, 1983.)

Conforming changes would be made in the provi-
sions relating to the extension of coverage
under qualified pension, profit-sharing, stock
bonus, etc. plans for employees of a domestic
corporation's subsidiary.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

52

b. Foreign Earned Income Exclusion (Sec-
tion 323 of House bill)

c. Including elective fringe benefits and
nonqualified deferred compensation in
the social security wage base (Section 329
of House bill; section 150 of Senate
amendment)

U.S. citizens and resident aliens who are not
residents of a foreign country for a full year
compute their net self-employment income for
purposes of social security taxes (SECA) with-
out regard to the foreign earned income exclu-
sion. However, no coverage is provided for
these taxable earnings.

U.S. citizens who are residents of a foreign coun-
try compute their net self-employment income
excluding amounts which are also excluded for
income tax purposes by the foreign earned
income exclusion.

Cash or deferred arrangements (Code section
401(k)).—Under a cash or deferred arrange-
ment forming a part of a qualified profit-shar-
ing or stock bonus plan, a covered employee
may elect to have the employer contribute an
amount to the plan on the employee's behalf or
to receive such amount directly in cash.
Amounts contributed to the plan pursuant to
the election are treated as employer contribu-
tions and are excluded from the employee's
taxable income and social security wage base.

Cafeteria plans (Code section 125).—Under a cafe-
teria plan of an employer, an employee may
choose among taxable fringe benefits (includ-
ing cash) and nontaxable fringe benefits (in-
cluding a cash or deferred arrangement) of-
fered under the plan. If certain requirements
are met, amounts applied toward nontaxable
fringe benefits are excluded from the employ-
ee's taxable income and generally from the
social security wage base.



: House Bill Senate Amendment

Provides that foreign earned income which is No provision.
currently subject to social security self-em-
ployment tax would be creditable for social
security coverage purposes, effective with re-
spect to taxable years beginning after Decem-
ber 31, 1981.

Provides that all net self-employment income
would be computed for SECA purposes with-
out regard to the foreign income exclusion,
effective with respect to remuneration paid
after December 31, 1983.

An employer's plan contributions on behalf of Same as House bill.
an employee under a qualified cash or de-
ferred arrangement would be includible in the
social security wage base for tax and coverage
purposes to the extent that the employee
could have elected to receive cash in lieu of
the contribution, effective for remuneration
paid after Dec. 31, 1983.

Amounts subject to an employee's designation Same as House bill, except applies only to cafete-
under a cafeteria plan would be includible in na plans which include a cash-or-deferred ar-
the social security wage base to the extent rangement as one of the optional fringe bene-
that such amounts may be paid to the employ- fits.
ee in cash or property or applied to provide a
benefit for the employee not excluded from
the FICA wage base effective for remunera-
tion paid after Dec. 31, 1983.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

c. Including elective fringe benefits and Tax-sheltered annuities (Code section 403(b)).—
nonqualified deferred compensation in Subject to certain limitations, amounts paid by
the social security wage base—Con. the employer for the purchase of a tax-shel-

tered annuity for an eligible employee are ex-
cluded from the employee's taxable income and
social security wage base. Tax-sheltered annu-
ities may be purchased for employees of educa-
tional institutions and certain tax-exempt orga-
nizations. Tax-sheltered annuities may be pur-
chased pursuant to a salary reduction agree-
ment.

Nonqualified deferred compensation plans. —
Amounts deferred under a nonqualified de-
ferred compensation plan generally are taxable
when they are paid or when there is no sub-
stantial risk of forfeiture, depending upon
whether or not the plan is unfunded or funded.
However, if the plan is a retirement plan or
the amounts are paid on account of retirement,
the amounts are generally excludible from
FICA and FUTA. These plans may be utilized
by (1) taxable employers to provide retirement
benefits in excess of those permitted under tax-
qualified retirement plans or coverage limited
primarily to highly compensated or manage-
ment employees, (2) tax-exempt employers, and
(3) State and local governments.

d. Standby Pay (Section 324 of House bill; Any payment (other than vacation or sick pay
section 150 of Senate amendment) made to an employee after the month in which

he or she attains age 62, where the employee
did not work for the employer in the period in
which such payment is made, is excluded from
the definition of wages for both benefit and tax
purposes.



House Bill Senate Amendment

Amounts paid by an employer for a tax-shel- Any amounts paid by an employer to a tax-shel-
tered annuity for an employee will be includi- tered annuity by reason of a salary reduction
ble in the social security wage base. agreement between the employer and the em-

ployee would be includible in the social security
wage base.

No provision.r The amount deferred under a deferred compensa-
tion plan will be includible in the social security
wage base as of the later of (1) when the serv-
ices are performed or (2) when there is no sub-
stantial risk of forfeiture of the rights to the
amounts. In the case of a governmental plan, a
deferred compensation plan will only include
certain nonqualified plans of State and local
governments.

Includes in the statutory definition of wages, Same as House bill, except it would be effective
payments made to an individual with the ex- for remuneration paid after 1983.
pectation that he or she will subsequently
render services (effective with respect to calen-
dar years beginning after the sixth month
after date of enactment).
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

e. Codification of Rowan decision with re. In Rowan Companies, Inc. v. United States, 452
spect to meals and lodging (Section 330 of U.S. 247 (1981), the Supreme Court held the
House bill; section 151 of Senate amend- the definition of "wages" for FICA purposes
ment) must be interpreted in regulations in the same

manner as for income-tax withholding pur-
poses. At issue in Rowan Companies, Inc. was
the exclusion, for FICA tax purposes, of em-
ployer provided meals and lodging from gross
income under code sec. 119.



House Bill Senate Amendment

With the exception of the value of meals and Same as House bill.
lodging provided for the convenience of the
employer, the determination of whether or not
amounts are includible in the social security
wage base is to be made without regard to
whether such amounts are treated as wages
for income tax withholding purposes. In addi-
tion, the bill provides that the definition of
wages for social security tax and benefit pur-
poses is revised to exclude the value of em-
ployer provided meals and lodging if such value
is excluded from the employee's gross income.
The provision applies to remuneration paid
after December 31, 1983.

Net effect on tax income or benefit payments Net effect on tax income or benefit payments
(provisions C, D and E): (Provisions C, D, and E):

Long-Range: 0.02 percent of taxable payroll. Long-Range: 0.03 percent of taxable payroll.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

58

f. Exclusion of Employer Payments Made
Under Simplified Employee Pension
Plans (Section 325 of House bill; section
152 of Senate amendment)

g. Definition of Employer for Withholding
on Sick Pay (Section 328 of House bill)

In 1978, the Internal Revenue Code was amended
to exclude from wages for social security tax
purposes employer payments to or on behalf of
an employee under a simplified employee pen-
sion (SEP) plan. However, no corresponding
change was made to the Social Security Act
definition of covered wages.

Present law includes in the definition of wages
for the purpose of social security and railroad
retirement taxes, payments made under a sick
pay plan to an employee or any of his depend-
ents by a third-party on account of the employ-
ee's illness.

Proposed Treasury regulations would require a
third-party payor (for example, an insurance
company) to withhold social security or rail-
road retirement taxes on the sick pay pay-
ments they make as if they were paying wages.
However, the third-party payor would be per-
mitted to shift responsibility for the employer's
portion of the tax to the last employer for
whom the employee worked.



House Bill Senate Amendment

Amends the Social Security Act to exclude in Same as House bill, except also changes definition
the definition of covered wages for social secu- for FUTA purposes effective January 1, 1985.
rity coverage purposes employer contributions
to a simplified employee pension (SEP) plan.
Effective with respect to remuneration paid
after December 31, 1983.

Provides that, to the extent permitted in regula- No provision.
tions, a multi-employer plan which makes sick
pay payments will be treated as the agent of
the employer for whom services are normally
rendered.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

h. Conforming amendments to FUTA wage The definition of wages subject to tax under the
base Federal Unemployment Tax Act (FUTA) is

similar to the definition of wages subject to
FICA.

i. International Social Security Agreements An international Social Security agreement is to
(Section 322 of House bill) establish "methods and conditions for deter-

mining under which system [i.e., the foreign
system or our own] employment; self-employ-
ment, or other service shall result in a period
of coverage". However, through an inadvertent
drafting error earnings that are intended to be
covered under the U.S. system pursuant to an
international social security agreement are not
covered because U.S. social security taxes
cannot be imposed on the earnings.

j. State and local employee groups in Utah Utah is permitted to extend social security cover-
(Section 326 of House bill) age to specific entities listed in the law as

separate coverage groups. The names of some
of the entities specifically listed in the law
have changed since the provision was enacted.

k. Effective dates of international social se- Totalization agreements can only become effec-
curity agreements (Section 327 of House tive after the expiration of a period during
bill) which each House of the Congress has been in

session on each of 90 days. (This has been
interpreted to mean that both Houses of Con-
gress must be in session on a particular day for
it to count in the 90-day calculation.



House Bill Senate Amendment

No provision. The bill amends FUTA to conform to changes
made in the FICA wage base by this bill and
P.L. 97—123 with respect to elective compensa-
tion, standby pay, the Rowan decision, simpli-
fied employee pensions, and sick pay (items
above).

Provides for the imposition of social security No provision.
taxes if an international social security agree-
ment provides for coverage under the U.S.
social security system. (Effective for taxable
years after the date of enactment.)

Amends the provision in the Social Security Act No provision.
listing entities for which Utah may arrange
social security coverage to provide that cover-
age would not be affected by a subsequent
change in the name of any of the entities.

Provides that totalization agreements can No provision.
become effective after the expiration of a
period during which only one House of the
Congress must be in session on each of 60
days.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

4. Additional Amendments
a. Technical and Conforming Amendments

to the Maximum Family Benefit Provi-
sions (Section 331 of House bill)

62

b. Relaxation of Insured Status Require-
ments for Certain Workers Previously En-
titled to Disability Insurance Benefits
(Section 333 of House bill)

c. Illegitimate Children of Disabled
Beneficiaries—First Month of Entitlement
(Section 334 of House bill)

When children' are simultaneously entitled to
benefits on the records of two or more workers,
the Maximum Family Benefits payable on each
record are combined for the purposes of deter-
mining the benefits payable to those children.
The law contains a limit, however, on the high-
est possible combined Maximum Family Bene-
fit, sometimes referred to as the super maxi-
mum. Whenever the wage base increases (in
January of every year), the super maximum is
recomputed. In addition, in June of each year
the super maximum is increased when the
cost-of-living adjustment is made in general
benefit levels. Thus, families whose benefits
are limited by the super maximum can have
their benefits unexpectedly increased or de-
creased each January when the super maxi-
mum is recomputed.

Workers who are disabled before age 31 have a
lower insured status requirement than older
workers. However, such a worker who recovers
from his or her disability and subsequently
becomes disabled again at age 31 or later may
have difficulty establishing entitlement to dis-
ability benefits at that time because he or she
has not had sufficient time to obtain the neces-
sary 20 quarters of coverage before the subse-
quent disability.

The first month for which certain benefits are
paid is delayed from the month during which
the individual satisfied the various entitlement
conditions to the first month throughout which
those conditions were satisfied. This provision
does not apply to the benefits of illegitimate
children of retired beneficiaries. However, this
provision does apply to the illegitimate chil-
dren of disabled workers.



House Bill Senate Amendment

Provides that after initial entitlement, a family's No provision.
super maximum would be adjusted each year
when a cost-of-living increase is provided to
everyone on the benefit rolls.

Provides that a worker who had a period of No provision.
disability which began before age 31, recov-
ered, and then became disabled again at age
31 or later would again be insured for disabil-
ity benefits if he/she had quarters of coverage
in half the calendar quarters after age 21 and
through the quarter in which the later period
of disability began (up to a maximum of 20 out
of 40 quarters). Effective generally for applica-
tions filed after enactment.

Provides social security monthly benefits to the No provision.
illegitimate child of a disabled worker for a
month in which the child satisfied all other
entitlement conditions but was not eligible for
benefits because the acknowledgment or court
decree or order establishing parenthood oc-
curred later than the first day of that month.
Effective on enactment.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

64

d. One Month Retroactivity of Widow's and
Widowers' Benefits (Section 335 of House
bill)

e. Clarify the Provision in Social Security
Law Exempting Benefits Under SSA-Ad-
ministered Programs from Assignment
(Section 336 of House bill)

f. Use of Death Certificates to Prevent Erro-
neous Benefit Payments to Deceased Indi-
viduals (Section 337 of House bill)

g. Study of SSA as an Independent Agency
(Section 339 of House bill)

The payment of retroactive benefits is prohibited
if such payment would require the lowering of
future benefits.

Since 1935, the Social Security Act has prohibited
the transfer or assignment of any future social
security or SSI benefits payable and further
states that no money payable or rights existing
under the Act shall be subject to execution,
levy, attachment, garnishment, or other legal
process, or to the operation of any bankruptcy
or insolvency law.

Based on the legislative history of the Bankrupt-
cy Reform Act of 1978, some bankruptcy courts
have considered social security and SSI bene-
fits listed by the debtor to be income for pur-
poses of a Chapter XIII bankruptcy and have
ordered SSA in several hundred cases to send
all or part of a debtor's benefit check to the
trustee in bankruptcy.

There are currently no well-developed procedures
or arrangements to permit SSA to determine
on a timely basis when a beneficiary has died.

The Social Security Administration is currently
part of the Department of Health and Human
Services.



House Bill Senate Amendment

Allows an aged widow or widower to receive
actuarially reduced benefits for the month in
which the insured spouse died, if the applica-
tion is filed in the following month, even
though the retroactive payment would result
in lower future monthly benefits than would
be the case if benefits were not paid retroac-
tively. Effective for applications filed after the
second month following the month of enact-
ment.

Specifically provides that social security and SSI
benefits may not be assigned notwithstanding
any other provisions of law, including P.L. 95-
598, the "Bankruptcy Reform Act of 1978".
Effective on enactment.

Provides authority for the Secretary of HHS to
contract with states for death certificate infor-
mation. This information would be matched
with SSA benefit records to help ensure that
benefit payments are promptly terminated
when the beneficiary dies.

Authorizes a feasibility and implementation
study with respect to establishing SSA as an
independent agency. Such study shall include
but not be limited to the following points: the
feasibility of changing the current status of
SSA; how to manage the transition; what au-
thorities would need to be transferred or
amended; what programs would be involved;
what agency administrative relationships
would need to be adjusted, etc. The study
would be conducted (in consultation with the
Commissioner of Social Security) by a panel of
administrative experts appointed by the
House Committee on Ways and Means and the
Senate Committee on Finance, with a report
and recommendations to be submitted to the
Committees no later than April 1, 1984.

No provision.

No provision.

Same as House (except incorporates GAO and
SSA comments). (Floor amendment.)

Similar to the House provision except
(1) commission would be appointed by the

President with advice arid consent of the
Senate,

(2) report would be due no later than April 1,
1984, and

(3) implementation, not feasibility, of inde-
pendent SSA, is included in study mandate.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

h. Public Pension Offset (Section 338 of Under a provision enacted in 1911, people becom-
House bill) ing eligible for a public pension on their own

account after November, 1982, will generally
have the amount of any social security depend-
ents or survivors' benefits reduced dollar-for-
dollar on account of that public pension.

Under a provision adopted last year, persons who
become eligible for a public pension after No-
vember 1982 and before June 1983 who meet a
"one-half support" dependency test are exempt
from the offset.



House Bill Senate Amendment

For persons who become eligible for public pen- No provision.
sion after June 1983, the amount of the public
pension used for purposes of the offset against
social security benefits would be one-third of
the public pension.

Net effect on Tax Income or Benefit Payments
(Il-B): 1

Short-range (1983—89): —$0.1 billion
Long-range: Less than —0.005 percent of

taxable payroll.
1 A minus sign indicates increased outlays.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

i. Child-Care Drop Out Years (Section 122 of In computing a worker's covered earnings history
Senate amendment) under social security (upon which family bene-

fits are based), up to five years of low earnings
are dropped.
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House Bill Senate Amendment

No provision. The provision would allow up to two additional
years to be dropped for persons who leave the
workforce to care for a child under 3 in the
home. To qualify for a child-care drop year, the
worker can have no earnings at all during the
year.

Effective for persons first eligible for benefits
after 1983.

Net effect on tax income and benefit
payments (11-B):'.

Calendar year (OASDI, in billions):
1984

(2)

1985 —$0.1

1986 —.1

1987 —.2

1988 —.4

1989 —.5

Total —1.3
Long-range, as percent of taxable pay-

roll: —0.04.
'A minus sign indicates increased outlays.
2 Less than $50 million.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law

j. Public Members on the Board of Trustees The Board of Trustees of the four social security
(Section 147 of Senate amendment) trust funds (Old-Age and Survivors Insurance,

Disability Insurance, Hospital Insurance, and
Supplemental Medical Insurance) consists of,
ex officio, the Secretaries of the Treasury,
Health and Human Services, and Labor, with
the Secretary of the Treasury serving as the
managing trustee. Among other responsibil-
ities, the Board of Trustees is required to
report to Congress each year on the operation
and status of the trust funds, review the gener-
al policies followed in managing the trust
funds, and recommend changes in such poli-
cies.

k. Limitation on Benefits to Aliens (Section There are no citizenship or residence require-
124 of Senate amendment) ments for receiving social security cash bene-

fits (OASDI). Any alien in the U.S.—whether
legally or illegally, or as a permanent or tem-
porary resident—is eligible for benefits pro-
vided he has engaged in covered employment
and otherwise meets the eligibility require-
ments. Dependents and survivors are also eligi-
ble for benefits regardless of their immigration
status or that of the insured worker.



House Bill Senate Amendment

No provision. Add two public members to the Board to Trustees
of the OASDI, HI, and SMI trust funds. The
public members would be nominated by the
President and confirmed by the Senate. The two
public members could not be from the same
political party. Trustees would not be consid-
ered fiduciaries and would not be personally
liable for actions taken in such capacity with
respect to the trust funds.

Effective upon enactment.

No provision. Limitations would be placed on the payment of
benefits to alien workers, their dependents and
survivors who reside abroad. Benefits would
continue to be paid only under the following
conditions:

(1) the worker is the citizen of a country with
which the United States has a treaty or
totalization agreement; and

(2) until total benefits paid to the wage earner
(after any income taxes paid) and depend-
ents equal social security taxes payable by
the wage earner plus interest.

This provision would apply to new eligibles on or
after January 1, 1985.

In addition, prohibits the payment of social secu-
rity benefits to noncitizens who are unable to
establish at the time they apply for benefits that
they had ever been legally admitted to work in
the United States.

Effective for those first eligible after December
1983, (Floor amendment.)

Also, in the case of beneficiaries who are under
final orders of exclusion, departure or voluntary
departure in lieu of deportation and can be
shown by the Attorney General to have earned
social security credits during periods of illegal
work, those credits would not be used in com-
puting social security benefits, thereby poten-
tially eliminating benefits. (Floor amendment.)

Net effect on benefit payments (Il-B):'
Total 1983—89: $0.1 billion
Long-range: 0.01 percent of taxable payroll

'A positive number indicates decreased outlays.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current Law —

1. Limitation on Prisoners Benefits (Section 123 Persons imprisoned for the conviction of a felony
of Senate amendment) may not receive student benefits (which are

being phased out anyway), and are not eligible
for disability benefits unless they are partici-
pating in a court-approved rehabilitation pro-
gram. (Dependents benefits are not affected.)
Also, impairments resulting from the commis-
sion of a crime cannot be the basis for disabil-
ity benefits and impairments occurring during
imprisonment cannot be the basis for disability
benefits during the period of imprisonment.

Presently, benefits may continue to be paid to
incarcerated felons who are either retired
workers, widow or widower beneficiaries,
spouses of retired or disabled workers, and to
those DI beneficiaries in a court-approved re-
habilitation program.

m. Accelerate State and Local Deposits (Section Requires the deposit of withheld social security
148 of Senate amendment) taxes for State and local employees within

thirty days after the end of the month in which
the applicable wages were paid.

By contrast, the frequency with which deposits of
social security taxes and income taxes are
made by private employers is determined
under regulations issued by Treasury and vary
in accordance with the tax liability of the em-
ployer. Deposits are required as frequently as
every week for employers with large liabilities
and as infrequently as every three months for
employers with smaller liabilities.

Although State and local governments are now
governed by the same rules as private employ-
ers with regard to depositing withheld income
taxes, deposits of social security taxes continue
to be treated differently.
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House Bill Senate Amendment

No provision. The provision would eliminate all benefits to
felons during their period of incarceration. In
addition, would prohibit payments to inmates of
facilities for the criminally insane (Floor
amendment). Benefits of dependents and survi-
vors of incarcerated felons would not be affect-
ed.

Effective for benefits paid for the month after
enactment.

No provision. The provision would apply the same social secu-
rity tax deposit requirements to State and local
governments that now apply to private employ-
ers.

Effective for deposits required to be made after
December 1983.

Net effect on tax income (Il—B):

Calendar year (OASDI, in billions):

1984 $1.4
1985 .1

1986 .1

1987 .1

1988 .3

1989 .2

Total 2.2

Long-range effect is less than 0.005 percent of
taxable payroll.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Present Law

n. Exclusion from social security coverage for
services performed by members of certain reli-
gious sects (Section 104 of the Senate amend-
ment)

o. Increase in FICA and Withholding Tax
Deposit Threshold

74

In general, social security (FICA) tax is imposed
on every individual who receives wages with
respect to employment. In addition, social secu-
rity tax is imposed on employers who pay
wages with respect to employment. There is no
exemption, under present law, for employers or
employees who are members of religious sects
that oppose the social security system. Howev-
er, present law does provide an exemption
from self-employment tax (SECA) for members
of religious sects that are conscientiously op-
posed to the acceptance of private or public
insurance and which make provision for the
care of their dependent members.

In general, employers that have $500 or more of
undeposited FICA and withholding taxes at the
end of any month must deposit those taxes
within 15 days after the end of that month.
However, employers that have $3,000 or more
of undeposited taxes at the end of any eighth-
monthly period must deposit those taxes within
3 days after the close of the eighth-monthly
period.



House Bill Senate Amendment

No provision. The provision will exempt from social security
tax wages paid by individuals who are exempt
from self-employment taxes because of their
religious beliefs to individuals who are mem-
bers of religious sects that conscientiously
oppose the acceptance of private or public in-
surance and which make provisions for the
care of their dependent members. This exemp-
tion applies both to the employer and employee
portion of social security tax.

The exemption applies only in the case of reli-
gious sects that have been in existence at all
times since December 31, 1950.

Effective for remuneration paid after 1983.
Net effect on tax income and benefit payments

(11—B, OASDI, in billions):
Total 1984—89, —$0.2

Long-range effect is less than 0.005 percent of
taxable payroll.

No provision. Eighth-monthly deposits for any month will not
be required until the employer has at least
$5,000 of undeposited taxes. Once this $5,000
threshold is reached, the employer will be re-
quired to make further eighth-monthly deposits
so long as there is $3,000 or more of undeposited
taxes at the end of any eighth-monthly period
falling within the same month.

The provision is effective for months beginning
after December 31, 1983. (Floor amendment)

Net Effect on Tax Income:

OASDI and
HI

Unified
Budget

Fiscal year (in billions):
1984 —$0.2 —$0.5

—.11985 (1)
—.11986 (1)
—.11987 (1)

1988 .2

1989 (1) (1)

Total —$0.1 —$0.3

'Reduction of less than $50 million.
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Present Law

p. Application of Common Paymaster Rules Present law generally requires an employer to
to Certain Nonprofit Organizations Em- pay FICA taxes with respect to a given employ-
ploying Medical School Faculty Members ee only up to the amount of annual wages

referred to as the wage base. Thus, if an em-
ployee works for more than one employer
during the year and if his annual wages exceed
the tax base, employer FICA taxes, taking into
account all the employers for whom the indi-
vidual worked, may be paid on amounts in
excess of the wage base.

There is a "common paymaster" exception to
these general rules which provides that if two
or more related corporations concurrently
employ the same individual and compensate
him through a common paymaster that is one
of the corporations, then the common paymas-
ter is considered to be the only employer re-
gardless of the fact that the individual per-
formed services for other related corporations.
Under one of the tests provided in regulations,
two corporations are related if 30 percent or
more of one corporation's employees are con-
currently employees of the other corporation.
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House Bill Senate Bill

No provision. A State university that employs health care pro-
fessionals as faculty members at a medical
school and a tax-exempt faculty practice plan
that employs faculty members of the medical
school would be deemed to be related corpora-
tions for purposes of the common paymaster
rules, provided that 30 percent or more of the
employees of the plan are concurrently em-
ployed by the medical school. Remuneration
that is disbursed by the faculty practice plan
to an individual employed by both the plan
and the university which, when added to re-
muneration actually disbursed by the univer-
sity, exceeds the contribution and benefit base
will be deemed to have been actually dis-
bursed by the university as a common pay-
master and not to have been disbursed by the
faculty practice plan.

The provision is effective on enactment (Floor
amendment).
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Present Law

q. Elective Coverage for Ministers as Em- Under present law, ministers are not employees
ployees for social security tax (FICA) purposes. Howev-

er, ministers generally are subject to the self-
employment (SECA) tax.



House Bill Senate Amendment

No provision. The provision allows ministers and their churches
to treat services performed by ministers as em-
ployment for FICA tax purposes. Remuneration
for such services would not be subject to the
SECA tax. Once made, this election is irrevoca-
ble.

The provision is effective with respect to service
performed on or after the first calendar quarter
beginning after the date of enactment. (Floor
amendment)
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TITLE III. MISCELLANEOUS AND TECHNICAL PROVISIONS—Continued

Item Current law

r. Study of feasibility of implementing No provision.
social security option accounts.

s. Earnings Sharing Implementation Study Earnings are credited for social security purposes
(Section 161 of Senate amendment). to the record of the worker to whom they are

paid.

t. Cashing of Checks Issued to Deceased OASDI checks do not include a notice stating
Beneficiaries, that cashing of a check to deceased individuals

constitutes a felony.

u. Administrative Reorganization of Veter- The Veterans' Administration is generally pro-
ans' Administration Los Angeles Data hibited from reducing the staff at any of its
Processing Center. offices by more than 10 percent in any fiscal

year without advance notice to the Congress
approximately 8 months prior to the beginning
of that fiscal year.



House Bill Senate Amendment

No provision. Requires an 18-month study by Treasury of a plan
to permit workers to have part of their (and their
employers') social security taxes allocated to an
IRA type account. The designated deposits
would be tax deductible. Subsequent social secu-
rity benefits would be reduced to take IRA de-
posits into account. (Floor amendment.)

No provision. By January 1, 1984, requires the Secretary of
Health and Human Services to report to the
House Committee on Ways and Means and the
Senate Committee on Finance on proposals that
combine earnings of a husband and wife during
the period of their marriage and divide them
equally for social security benefit purposes. The
study will analyze the impact of earnings shar-
ing proposals on social security beneficiaries,
and include recommendations (1) to provide ade-
quate protection to particular classes of
beneficiaries where necessary and (2) with re-
spect to a feasible time period for implementa-
tion. In addition, the study will include cost
estimates. (Floor amendment.)

No provision. Requires that all checks issued, and the envelopes
in which they are mailed, include a notice that
cashing or attempted cashing of a check which
was erroneously issued to a deceased person
constitutes a felony punishable under section
208 of the Social Security Act. Effective for
checks issued for months after December 1983.
(Floor amendment.)

No provision. Waives the requirements of veterans law (section
210(b)(2)(A) of title 38, USC) in the planned
administrative reorganization at the Veterans
Administration Los Angeles Data Processing
Center involving the transfer of 25 full-time
equivalent employees.
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TITLE IV. SUPPLEMENTAL SECURITY INCOME (SSI) PROVISIONS

Item Current Law

1. Increase in Federal Benefit Standard (Section The current maximum monthly SSI benefit is
401 of House bill; Section 201 of Senate $284.30 for a single person and $426.40 for
Amendment) married couples.

Benefits are indexed to the Consumer Price
Index (CPI). Cost-of-living increases are pro-
vided annually in July if the CPI for the first
quarter of the calendar year increases by at
least 3 percent over the first quarter of the
previous year. Benefits are increased by the
same percentage as social security benefits.
This occurs through a reference in the SSI law
to the social security cost-of-living provision.
For example, the current payment level of
$284.30 per individual, which became effective
July 1982, represents an increase of 7.4 percent
(or $19.60 monthly) from the previous July
1981 level of $264.70.
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House Bill Senate Amendment

The Federal SSI benefit payment is increased by
$20 per month for individuals and $30 per
month for couples, effective July 1, 1983.

The next Federal SSI cost-of-living adjustment
(COLA) is delayed from July 1983 until Janu-
ary 1984. Federal SSI benefits will be adjusted
in January 1984, and every January thereaf-
ter, by the same percentage and under the
same procedures as OASDI benefits. The pro-
vision to pay the lower of the increase in
wages or prices, which is applicable to OASDI
benefit increases beginning in 1988, would
apply to SSI. As with title II, the 1983 COLA,
to be paid in January 1984, will be provided
even if the CPI increase is less than 3 percent.

Net budget effect:

Same as House bill (with technical correction).

Same as House bill, except that the provision to
pay the lower of the increase in wages or prices,
which is applicable to OASDI benefit increases
beginning in 1988, would not apply to SSI.

Net budget effect:
Identical CBO budget estimates.

[In millions, CBO]

Food

SSI
Stamp

and
Medicaid

Net
budget
impact

offsets

Fiscal year:
1983 250 —40 210
1984 750 —130 620
1985 845 —120 725
1986 840 —115 725
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TITLE IV. SUPPLEMENTAL SECURITY INCOME (SSI) PRO VISIONS—
Continued

Item Current law

2. Adjustment in Federal Pass-Through provi- P.L. 94—585, enacted October 21, 1976, established
sions. (Section 402 of House bill; Section 202 Federal SSI "pass-through" requirements, ef-
of Senate amendment) fective with the cost-of-living increase provided

in July 1977. These provisions provide States
with two options for meeting the pass-through
requirements:

(1) Aggregate Spending Level Option.—A
State may make State supplementary pay-
ments in any current 12-month period that
are no less, in the aggregate, than were
made in the previous 12-month period (17
States use this option);

(2) Individual Payment Level Option.—A
State may maintain the supplementary
payment levels that were in effect for cate-
gories of individual recipients in December
1976. (All other States use this measure,
except Texas and West Virginia which
have no State supplementation program.)

An amendment in P.L. 97-248 allows a State that
shifts from the aggregate spending option to
the individual payment level option to main-
tain State supplementation levels in effect in
the previous December rather than the levels
in December 1976.
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House Bill Senate Amendment

States would be allowed the following options in
meeting the pass-through requirement:

(1) Aggregate Spending Level Option.—Same
as present law.

(2) Individual Payment Level Option.—Modi-
fies current law (1) by substituting the
State supplementary payment levels in
effect in March 1983 for those in effect in
December 1976 as the levels that States
must maintain in complying with the pay-
ment level passthrough requirement; and
(2) with regard to the $20/$30 increase in
the Federal SSI standard in July 1983, by
requiring States to pass through only as
much as would have been required if the
SSI COLA were not changed from July
1983 to January 1984.

States would be allowed the following options in
meeting the pass-through requirements:

(1) Aggregate Spending Level Option.—Same
as present law.

(2) Individual Payment Level Option.—Modi-
fies current law to provide that the March
1983 State supplementary payment levels
would be an additional option for complying
with the payment level passthrough provi-
sion rather than a substitute for the Decem-
ber 1976 levels (that is, it would not prohib-
it a State from reducing levels to December
1976 levels as the House bill would).

85



TITLE IV. SUPPLEMENTAL SECURITY INCOME (SSI) PRO VISIONS—
Continued

Item Current Law

3. 55! Eligibility for Temporary Residents of Under current law, aged, blind or disabled mdi-
Emergency Shelters for the Homeless (Section viduals who are residents of private emergency
403 of House bill) shelters are eligible for SSI. However, such

residents of public shelters cannot receive SSI.
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House Bill Senate Amendment

Aged, blind or disabled individuals who are tern- No provision.
porary residents of public ernergency shelters
could receive SSI payrnents for a period of up
to three rnonths during any 12-rnonth period.
Effective for rnonths after enactrnent.

Net budget effect:
[In millions, CBO}

Outlay

Fiscal year: increase

1983 1

1984 3

1985 3
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TITLE IV. SUPPLEMENTAL SECURITY INCOME (SSI) PRO VISIONS—
Continued

Item Current Law

4. Disregarding Emergency and Other In-Kind SSI: In-kind assistance (other than assistance to
Assistance Provided by Nonprofit Organiza- meet home energy needs) that is provided by a
tions (Section 404 of House Bill) private nonprofit organization to aged, blind,

or disabled individuals must generally be
counted as income under the SSI program.

AFDC: Under HHS rules, States have the author-
ity to decide whether or not to count in-kind
assistance as income. There is no provision in
the AFDC statute (except in the case of assist-
ance to meet home energy needs) which specifi-
cally provides that authority.
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House Bill Senate Amendment

SSI: Effective upon enactment until September No provision.
30, 1984, any support or maintenance assist-
ance provided in kind by a private nonprofit
organization to aged, blind, or disabled indi-
viduals must be disregarded under the SSI
program, if the State determines that the as-
sistance is provided on the basis of need for
such support or maintenance.

AFDC: The AFDC statute would be amended to
give States specific authority, at their option,
to disregard such assistance in determining
AFDC benefits. This would be effective from
enactment until September 30, 1984.

Net budget impact:

[In millions,CBO]

Outlay
Fiscal year: increase

1983 1

1984 2
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TITLE IV. SUPPLEMENTAL SECURITY INCOME (SSI) PRO VISIONS—
Continued

Item Current Law

5. Notification Regarding SSI (Section 203 of There is no statutory requirement that OASDI
Senate Amendment) beneficiaries be contacted and informed of po-

tential eligibility for Supplemental Security
Income (SSI) payments. However, since the be-
ginning of the SSI program, the Social Security
Administration has undertaken a number of
outreach efforts to identify those potentially
eligible. SSA routinely provides information
about SSI eligibility and takes applications for
SSI payments at the time of application for
OASDI benefits, if the applicant is potentially
eligible for SSI payments. In addition, many
State agencies and other private relief groups
routinely refer clients to SSA. Presently, about
6.9 percent of elderly social security recipients
also receive SSI.
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House Bill Senate Amendment

No provision. Prior to July 1, 1984, the Secretary of Health and
Human Services would be required to notify, on
a one-time basis, all elderly OASDI beneficiaries
who, are potentially eligible of the availability of
SSI and encourage them to contact their district
offices. In addition, the provision would require
that the same information be included with the
notification to OASDI beneficiaries of upcoming
eligibility for Supplemental Medical Insurance.

Net budget effect:

Fiscal year:
1983
1984
1985
1986
1987
1988

1 Less than $0.5 million

[In millions, CBOJ

Outlay
increase

(1)

30
120
115
115
115
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TITLE V. UNEMPLOYMENT COMPENSATION PROVISIONS

Item Current Law

Under the current FSC program, which became
effective on September 12, 1982, and expires
March 31, 1983, additional weeks of Federally
financed unemployment compensation benefits
are provided to jobless workers who have ex-
hausted all other State and Federal unemploy-
ment benefits. The number of weeks of FSC
benefits that jobless workers may receive de-
pends on (a) the number of weeks of State
unemployment benefits received by each claim-
ant, and (b) the State in which the claimant
qualified for or receives the benefits.

As originally enacted, the FSC program, depend-
ing upon State insured unemployment rates
(IUR),1 provided a maximum of 10, 8, or 6
additional weeks of benefits. As amended by
provisions contained in the Surface Transpor-
tation Assistance Act of 1982 (P.L. 97—424), be-
ginning with the week of January 9, 1983, the
FSC program provides the following maximum
weeks of benefits:

(1) 16 weeks in States with a 13 week average
insured unemployment rate (JUR) of at
least 6.0 percent;

(2) 14 weeks in States that were triggered on
the extended benefits program between
June 1, 1982 and January 6, 1983;

(3) 12 weeks in the remaining States that
have a 13 week average JUR of at least 4.5
percent;

(4) 10 weeks in the remaining States that
have a 13 week average JUR from 3.5 per-
cent to 4.4 percent; and

(5) 8 weeks for all other States.
The number of weeks of FSC a qualified individu-

al may receive is the lesser of 65 percent of the
number of weeks of regular State benefits he
received or the maximum number of weeks of
FSC payable in the State. In the case of an
interstate claim for FSC, the individual is eligi-
ble for the lesser of (a) the maximum number
of weeks of FSC payable to him in the State in
which he receives the benefits or (b) the maxi-
mum number of weeks payable to him in the
State in which he qualified for FSC benefits.

To qualify for FSC an individual must have ex-
hausted all State and extended benefits to
which he is entitled, and he must meet State
and extended benefit qualification require-
ments. This means he must have worked at
least 20 weeks or have the equivalent in wages
during the base period.

The Insured Unemployment Rate (IUR) is the percentage of workers covered under the State unemployment compensa-
tion law who are claiming State unemployment benefits in a particular week. The number of weeks of FSC payable in a State
depends upon the average IUR measured over a moving 13 week period.
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1. Extension of Federal Supplemental Compen-
sation (FSC) program (Sections 501-504 of
House bill; Sections 401—403 of the Senate
Amendment)



House Bill Senate Amendment

The FSC program is extended for 6 months,
from April 1, 1983 through September 30,
1983.

The FSC program is extended for 6 months from
April 1, 1983 through September 30, 1983.

Effective April 1, 1983, FSC benefits would be Effective April 1, 1983, FSC benefits would be
payable as follows: payable as follows:

(a) Basic FSC benefits: Individuals who begin
receiving FSC on or after April 1, 1983 could
receive up to a maximum of:

(1) 14 weeks in States with average IUR 6.0
percent and above;

(2) 13 weeks in States with average IUR 5.0
to 5.9 percent;

(3) 11 weeks in States with average IUR 4.5
to 4.9 percent;

(4) 10 weeks in States with average IUR 3.5
to 4.4 percent;

(5) 8 weeks in all other States.

(b) Additional FSC benefits: Individuals who ex-
haust FSC on or before April 1, 1983 could
receive additional weeks equal to three-
fourths of the basic FSC entitlement payable
in the State, up to a maximum of:

(1) 10 weeks in the 14 basic week States
(average IUR 6.0 or above)

(2) 8 weeks in the 13 and 11 basic week
States (average IUR 4.5 to 5.9)

(3) 6 weeks in the 10 and 8 basic week States
(average IUR 4.4 and below)

(c) Transitional FSC Benefits.—Individuals who
begin receiving FSC before April 1, and have
some FSC entitlement remaining after that
date, could also receive additional weeks
under (b) above. However, the combination of
their remaining basic FSC entitlement re-
ceived after April 1, 1983, and the additional
weeks provided in (b), cannot exceed the maxi-
mum number of weeks of basic FSC benefits
payable in the State, shown in (a) above.
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(a) Basic FSC Benefits.—Individuals who begin
receiving FSC on or after April 1, 1983 could
receive up to a maximum of:

(1) 14 weeks in States with average IUR 6.0
percent and above;

(2) 12 weeks in States with average IUR 5.0 to
5.9 percent;

(3) 10 weeks in States with average IUR 4.0 to
4.9 percent; and

(4) 8 weeks in all other States.
The maximum number of weeks payable in a

State after April 1, 1983 could be no more than
4 weeks less than the maximum number pay-
able on March 27, 1983.

(b) Additional FSC benefits.—Individuals who ex-
haust before April 1, 1983 could receive addi-
tional weeks of FSC benefits up to a maximum
of:

(1) 8 weeks in States with IUR at 6 percent
and above

(2) 6 weeks in States with IUR at 5 percent to
5.9 percent

(3) 4 weeks in all other States.

(c) Transitional FSC Benefits.—lndividuals who
begin receiving FSC before April 1, 1983 and
have some FSC entitlement remaining after
that date, could also receive additional weeks
under (b) above. However, the combination of
their remaining basic FSC entitlement received
after April 1, 1983, and the additional weeks
provided in (b), cannot exceed the maximum
number of weeks of basic FSC benefits payable
in the State, shown in (a) above.
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House Bill Senate Amendment

(d) Phaseout FSC Benefits.—Individuals who have
not exhausted their FSC entitlement on Sep-
tember 30, 1983, when the program expires,
would be eligible to receive up to 50 percent of
their remaining FSC entitlement. No new
claimants would be added to the FSC program
on or after September 30, 1983.

(e) Claimants must have worked at least 26 weeks
or have earned the equivalent in wages during
their base year to qualify for FSC. This applies
only to claimants becoming eligible for FSC on
or after April 1, 1983.

U) Section 503 provides for the coordination of
the FSC extension with the Trade Readjust-
ment program.

Net budget effect:

Fiscal year—

1983 1984 1985

UC outlays
Food stamp and AFDC

offset.
Revenue increase

Impact on unified 2,225 —155
budget deficit.

(f) No provision.

Fiscal year—

1983 1984 1985

120
—8

142

Impact on unified 1,935 —30
budget deficit.

(d) No provision.

(e) No provision.

Net budget effect:

2,380 LIC outlays 2,070
—155 Food stamp and AFDC —135

• offset.
0 155 Revenue increase 0
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TITLE V. UNEMPLOYMENT COMPENSATION PROVISIONS—Continued

Item Current Law

2. Option for Voluntary Health Insurance De- Section 3304(a)(4) of the Federal Unemployment
duction from Unemployment Benefits (See- Tax Act prohibits States from withdrawing
tion 511 of House bill) money from the State unemployment trust

fund for anything except the payment of unem-
ploymeñt compensation benefits or to refund
certain taxes erroneously paid by employers.
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House Bill Senate Amendment

Provides States the option of deducting an No provision.
amount from the unemployment compensa-
tion benefits otherwise payable to an individu-
al and using the amount deducted to pay for
health insurance, if the individual elects to
have such a deduction made from his benefits.
Effective upon enactment.
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TITLE V. UNEMPLOYMENT COMPENSATION PROVISIONS—Continued

Item Current Law

3. Treatment of Certain Organizations Who Unemployment insurance coverage was extended
Were Retroactively Granted 501(c)(3) Status to employees of certain nonprofit organizations
(Section 512 of House bill) in 1970 and then extended to employees of

generally all nonprofit organizations in 1976.
Under the .1970 and 1976 amendments, nonprofit

organizations were given the option of financ-
ing unemployment benefits paid to their
former employees through the State unemploy-
ment payroll tax system that applies to private
employers (contribution method) or by retroac-
tively reimbursing the State trust fund for the
amount of benefits paid to their former em-
ployees (reimbursement method).

Nonprofit employers who had voluntarily cov-
ered their employees prior to the 1970 or 1976
amendments and financed benefit costs by the
contribution method, and after enactment of
the 1970 or 1976 amendments chose to switch
to the reimbursement method of financing,
were permitted to apply any accumulated bal-
ance in their accounts toward costs incurred in
the future and paid for on a reimbursement
basis. The authority to make such a transfer,
however, was available for a limited period of
time that expired shortly after enactment of
the 1976 and 1970 amendments.
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House Bill Senate Amendment

Allows a nonprofit organization that elects to No provision.
switch from the contribution to the reimburse-
ment method of financing unemployment
benefits to apply any accumulated balance in
its State unemployment account to costs in-
curred after it switches to the reimbursement
method, under the following conditions:

(1) the organization did not elect to switch to
the reimbursement method under prior
authority because during these periods
the organization was treated as a 501(c)(4)
organization by the IRS, but the organiza-
tion has been subsequently determined by
the IRS to be a 501(c)(3) organization; and,

(2) the organization elects to switch to the
reimbursement method before the earlier
of 18 months after such election was first
available to it under State law or January
1, 1984.

Effective upon enactment.
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TITLE V. UNEMPLOYMENT COMPENSATION PROVISIONS—Continued

Item Current Law - —

4. Cap on Credit Reduction (Section 412 of The Federal Unemployment Tax Act (FUTA) im.-
Senate Amendment) poses a Federal unemployment compensation

(UC) tax on employers in all States at a rate of
3.5 percent on a taxable wage base of $7,000.
However,employers in States generally receive
a FUTA tax credit of 2.7 percent, resulting in a
net Federal tax rate of 0.8 percent. States with
insufficient State unemployment compensation
revenues to meet State unemployment compen-
sation obligations may borrow from the Feder-
al Unemployment Account. If a State defaults
on its loans from the Federal account, employ-
ers in the State begin to lose the FUTA tax
credit at the rate of at least .3 percent a year.
For example, because of overdue Federal UC
loans, sixteen States experienced a reduction
in the 2.7 credit for tax year 1982.

Specifically, if a Federal UC loan is not entirely
repaid by the State by the second January 1
after the State receives the loan and remains
unpaid on the following November 10 of that
year, the FUTA tax credit applicable for that
year for the State's employers is reduced by .3
percent. For each succeeding year in which the
loan remains outstanding, the reduction is at
least an additional .3 percent (i.e., .6, .9, 1.2
percent. etc). Additional offset credit reduc-
tions may apply to a State beginning in the
second year of repayment if certain criteria are
not met. Under legislation enacted in the
1970's, credit reductions were not imposed
from 1975—1980 for States satisfying specific
requirements.

The 1981 Budget Reconciliation Act made two
major changes in loan payment conditions, ef-
fective from January 1, 1981 to December 31,
1987: (1) interest of up to 10 percent is charged
on loans made after April 1, 1982 (except those
made for "cash flow" purposes and repaid by
the end of the fiscal year in which they occur);
and (2) States were allowed to "cap" the auto
matic FUTA credit reductions if certain solven-
cy requirements are met.

In a State that qualifies for the cap, the tax
credit reduction is limited to the higher of 0.6
percent, or the rate that was in effect for the
State for the preceding calendar year.
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House Bill Senate Amendment

No Provision. (a) Makes the credit reduction cap provisions in
present law permanent.

(b) A State would still be required to meet all four
conditions in present law to qualify for the full
credit reduction cap. The amendment would,
however, provide two lower annual credit reduc-
tions, if a State does not qualify for the total
cap: (1) If a State meets the first two present
law credit reduction cap conditions and either
of the remaining two conditions, the annual
credit reduction would be reduced by 0.1 per-
centage points; and (2) If a State meets the first
two credit reduction cap conditions and quali-
fies for the interest deferral as a result of sub-
stantial changes in its unemployment compen-
sation law, the annual credit reduction would
be reduced by 0.2 percentage points.

A substantial change is action (certified by the
Secretary of Labor) taken after March 31, 1982,
which would increase revenues and decrease
benefits by a total of 25 percent in the calendar
year immediately following the fiscal year for
which the first interest deferral is requested.
Deferral of interest due for the years immedi-
ately following the year in which the first year
change is effective may be received if changes of
35 and 50 percent are made.

The lower credit reductions would be authorized
only for taxable years 1983, 1984, and 1985 li-
abilities.

Effective upon enactment.
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TITLE V. UNEMPLOYMENT COMPENSATION PROVISIONS—Continued

Item Current Law

4. Cap on Credit Reduction (Section 412 of
Senate Amendment)—Con.

The cap provisions are designed to give States
additional time to make legislative and admin-
istrative changes necessary to restore the State
trust funds to solvency. These provisions
lengthen the repayment period, but do not
reduce a State's total liability.

In order to qualify for the cap on the automatic
credit reductions, a State must demonstrate
that:

(1) the net solvency of its UC system has not
diminished (effective for taxable years
1981—1987);

(2) there have been no decreases in its unem-
ployment tax effort (effective for taxable
years 1981—1987);

(3) its average tax rate for the calendar year
equals or exceeds its average benefit cost
rate for the prior five years (effective for
taxable years 1983—1987); and

(4) the outstanding loan balance as of Sep-
tember 30 of the tax year in question is not
greater than on the third preceding tax-
able year (effective for taxable years 1983—
1987; the comparable year for taxable year
1983, however, is 1981).
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House Bill Senate Amendment

103



TITLE V. UNEMPLOYMENT COMPENSATION PROVISIONS—Continued

Item Current Law

5. Deferral of Interest Provision (Section 411 of Present law imposes interest of up to 10 percent
Senate Amendment) per year on Federal unemployment compensa-

tion loans obtained by the States after April 1,
1982, except for "cash flow" loans that States
repay by the end of the fiscal year in which the
loans were obtained. A State with high unem-
ployment can defer payment of, and extend the
payment for, 75 percent of interest charges due
in any year. The State must pay one-third of
the deferred amount in each of the three years
following the fiscal year for which it is due.
Interest is charged on the deferred interest. In
order to qualify for this deferral and extension
of the payment period, the State insured unem-
ployment rate must have equaled or exceeded
7.5 percent during the first 6 months of the
preceding calendar year.
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House Bill Senate amendment

No provision. (a) Makes the provisions imposing interest on
loans to the States permanent.

(b) Allows states to defer 80 percent of the amount
due for the fiscal year, effective for interest
accrued only for fiscal years 1983, 1984, and
1985. The deferred amount would be payable in
4 installments in the succeeding years equal to
at least 20 percent of the original amount of
interest due. A State would be required to meet
conditions 1 and 2(A) or 2(B) below to qualify
for the deferral:

(1) no action has been taken to reduce its tax
effort or trust fund solvency; and

(2) (A) action (certified by the Secretary of
Labor) after March 31, 1982, has been
taken which would increase revenues and
decrease benefits by a total of 25 percent in
the calendar year immediately following
the fiscal year for which the first deferral is
requested. Deferral of the interest due for
the years immediately following the year in
which the first year change is effective may
be received if changes of 35 and 50 percent
are made; or (B) for taxable year 1982, total
State UC tax revenues equaled at least 2
percent of total wages covered under the
State UC law.

(c) Interest will not be charged against any inter-
est for which payment is deferred under cur-
rent law deferral provisions or those added by
this bill and summarized in (b) above.

(d) Allows a State to delay for up to 9 months the
payment of interest due for any calendar year
after 1982 during which the average total un-
employment rate in the State was 13.5 percent
or higher. Interest will not be charged against
interest for which payment is delayed.

(e) Allows states to receive a discounted interest
rate that would be one percentage point below
the interest rate that would otherwise apply.
This would be authorized for interest accrued
only for fiscal years 1983, 1984, and 1985. It
would be available under the same conditions
as the new deferral above, except the required
percentage changes in (2) would be higher at 50,
80, and 90 percent, respectively.

Effective on date of enactment.
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TITLE V. UNEMPLOYMENT COMPENSATION PROVISIONS—Continued

Item Current Law

6. Average Employer Contribution Rate (Section Present law provides that a state, in the second
413 of Senate amendment) year in which the offset credit reduction is

imposed to repay outstanding loans, may be
subject to an additional credit reduction equal
to the amount by which the State's average tax
rate is lower than 2.7 percent. The average tax
rate and the 2.7 percent are computed from the
ratio of taxes collected to State and Federal
taxable wages, respectively. Taxable wages are
determined by the taxable wage base. Any
wages above the taxable wage base are there-
fore not included.

In States where the taxable wage base exceeds
the Federal taxable base of $7,000, the ratio of
the State's UC tax revenues to the State's tax-
able wages will be lower than it would be if the
taxable wage base was $7,000. This could acti-
vate the additional credit reduction in the
second year even though these States have rel-
atively higher tax efforts.
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House Bill Senate Amendment

No provision.
Changes the calculations so that all wages instead

of just taxable wages are counted in the denomi-
nators of the State tax rates and the 2.7 per-
cent. Each State's tax rate on all wages subject
to contributions under the Federal Unemploy-
ment Tax Act (FUTA) is compared to an esti-
mate of the national percentage of all wages
subject to FUTA contributions that 2.7 percent
of taxable wages represents. The 2.7 percent
factor is calculated as the product of 2.7 percent
and the ratio of the Federal taxable wage base
($7,000) and the national average annual cov-
ered wage (roughly $16,000).

Effective for taxable years beginning with 1984.
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TITLE V. UNEMPLOYMENT COMPENSATION PROVISIONS—Continued

Item Current Law

7. Date for payment of interest (Section 414 of Present law requires that interest is due no later
Senate amendment) than the first day of the next fiscal year. If the

next fiscal year falls on a weekend, interest is
due in the prior fiscal year. Otherwise, it is due
on the first day of the next fiscal year.

8. Penalty for Failure to Pay Interest (Section If a State does not pay interest when it is due,
415 of Senate amendment) there are no provisions in present law through

which the Federal Government can penalize
the State or enforce the collection of interest
charges.
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House Bill Senate Amendment

No provision. Requires payment of interest before the first day
of the next fiscal year. Effective on date of
enactment.

No provision. Provides that, if a State fails to pay interest
charges when they are due, (a) Federal unem-
ployment compensation and employment serv-
ice administrative funds would be withheld and
(b) the State's unemployment compensation pro-
gram would lose its Federal certification, which
would result in employers in the State losing
eligibility for the credit against the Federal un-
employment tax.

Effective upon enactment.
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TITLE V. UNEMPLOYMENT COMPENSATION PROVISIONS—Continued

Item Current Law

9. Treatment of Employees Providing Services to The Federal Unemployment Tax Act (FUTA)
Educational Institutions (Section 421 of covers employees of educational institutions.
Senate amendment) FUTA requires States to deny benefits between

academic years or terms to certain professional
employees working in instructional, research,
and principal administrative capacities if they
have a reasonable assurance of returning to
work in the next academic year or term. FUTA
gives the States the option of applying the
same denial of benefits provision to nonprofes-
sional employees of educational institutions.
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House Bill Senate Amendment

No provision. (a) Requires States to deny benefits between aca-
demic years or terms to nonprofessional em-
ployees if the employees have a reasonable assur-
ance of returning to work in the next academic
year or term.

(b) States would be required to deny benefits be-
tween terms to individuals performing services
on behalf of an educational institution or an
educational service agency even though not em-
ployed by either the institution or agency.

The provisions would be effective on or after April
1, 1984. States in which there is no legislative
session before that date, however, would be
given additional time to comply with this provi-
sion.
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TITLE V. UNEMPLOYMENT COMPENSATION PRO VISIONS—Continued

Item Current Law

10. Extended Benefits for Individuals who are Present law disqualifies claimants from receiving
Hospitalized or on Jury Duty (Section 422 of Extended Benefits or Federal Supplemental
Senate amendment) Compensation if they are not actively seeking

work. Moreover, the disqualified claimant
must go back to work for at least 4 weeks and
earn at least 4 times his weekly benefit
amount before he can qualify again for Ex-
tended Benefits or Federal Supplemental Com-
pensation.
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House Bill Senate Amendment

No provision. Permits States to determine weekly eligibility
based on availability for work for claimants of
Extended Benefits and FSC who are serving on
jury duty or are hospitalized for treatment of an
emergency or life-threatening condition. A
State must treat these individuals in accordance
with their own State unemployment compensa-
tion law.

Effective upon enactment.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES

Item Current Law

Summary Basic medicare reasonable cost reimbursement
was modifIed last year in P.L. 97—248 (TEFRA)
to provide: (1) expanded "section 223" reim-
bursement limits applying to total (not only to
routine) inpatient operating costs; and (2) tem-
porary rate of increase limits (expiring after
fiscal year 1985) rising annually by one per-
centage point plus the increase in the "market-
basket" of goods and services purchased by
hospitals.
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House Bill Senate Amendment

Medicare payment for inpatient operating costs Similar provision.
of hospitals would be determined in advance
and made on a per case basis. A fixed amount
would be paid for each type of case, identified
by the "diagnosis related group" (DRG) into
which the case is classified.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

1. Prospective Payment Amount Medicare payment amounts are retrospectively
determined based upon a hospital's reasonable
costs, subject to the limits established by
TEFRA. Certain reimbursement limits are ap-
plied to (1) hospital inpatient operating costs
("section 223" limits) and (2) the rate of in-
crease in inpatient operating costs (this limit
expires after FY 1985).
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House Bill Senate Amendment

The Secretary would be required to determine Same provision.
prospectively a payment amount for each hos-
pital discharge. Hospital cases (discharges)
would be classified into "diagnosis related
groups" (DRG's).
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

2. DRG Rates No provision.
a. Separate rates

b. Termination of regional adjustments
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House Bill Senate Amendment

Separate payment rates would apply to urban Separate payment rates would apply to urban and
and rural areas in each of the 9 census divi- rural areas in each of the 4 census regions (the
sions (the 50 States and the District of Colum- 50 States and the District of Columbia).
bia).

Regional adjustments (i.e., by census divisions) Regional adjustments (i.e., by census regions)
would no longer apply after the fourth year of would no longer apply after the third year of
the program. the program.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

3. Effective Date/Transition
a. Phase-in period Under present law, the section 223 limits are

authorized indefinitely; the rate of increase
limits will not apply to hospital cost reporting
periods begining on or after October 1, 1985.

b. Calculation of cost.based portion of pay.
ment
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House Bill Senate Amendment

Implementation of the new prospective payment
system would be phased in over a 3-year
period, starting with each hospital's first cost
reporting period beginning on or after October
1, 1983. During year one, 25% of the payment
would be based on regional DRG rates; 75% of
the payment would be based on each hospital's
cost base. In year two, 50% of the payment
would be based on regional DRG rates and
50% on each hospital's cost base. In year
three, 75% of the payment would be based on
regional DRG rates and 25% would be based
on each hospital's cost base. In year four,
100% of the payment would be determined
under the DRG payment methodology. In year
five, 100% of the payment would be deter-
mined under a national DRG payment meth-
odology.

For the first 2 reporting periods, the calculation
of that portion of a hospital's payment which
is cost-based would be the lesser of the hospi-
tal's payment under the rate of increase
limits, without the penalties and bonuses of
present law, or the section 223 limits without
regard to any exemptions, exceptions or ad-
justments thereto. For the third reporting
period, the calculation of the cost-based por-
tion would be the hospital's payment under
the rate of increase limit only.

Similar provision, except that during year one,
25% of the payment would be based on a combi-
nation of national and regional DRG rates (25%
national, 75% regional); 75% would be based on
each hospital's cost base. In year two, 50% of
the payment would be based on a combination
of national and regional DRG rates (50% each);
50% would be based on each hospital's cost
base. In year three, 75% of the payment would
be based on a combination of national and re-
gional DRG rates (75% national, 25% regional);
25% would be based on each hospital's cost
base. In year four, 100% of the payment would
be determined under the national DRG pay-
ment methodology.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

3. Effective Date/Transition—Con.
c. Maintenance of cost-reporting system Hospitals are required to file annual cost reports

which are used to determine the amount of
each hospital's reasonable cost reimbursement.
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House Bill Senate Amendment

The Secretary would be required to maintain a No provision.
system of cost reporting during the period of
transition to the new prospective payment
system and for at least two years after full
implementation of the new payment program
(at least until the end of fiscal year 1988).
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

4. Area Wage Adjustment An adjustor, using Bureau of Labor Statistics
data for hospital wages, is used under current
section 223 limits to adjust for area differences
in hospital wage levels.
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House Bill Senate Amendment

DRG rates would be adjusted for area differ- DRG rates would be adjusted for area differences
ences in hospital wage levels compared to the in hospital wage levels compared to the nation-
national average hospital wage level. al or regional average hospital wage levels as

appropriate.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

5. Initial Payment Level
a. General Medicare payments to hospitals are made accord-

ing to the lower of actual reasonable costs, the
section 223 total cost limits, or the rate of
increase limits added by TEFRA. The TEFRA
rate of increase limits are based on each hospi-
tal's historical costs. These costs are updated by
the marketbasket of goods and services pur-
chased by hospitals, plus 1 percentage point.

b. Services covered Under current law, services provided to medicare
beneficiaries who are inpatients of a hospital
are ordinarily billed under part A and reim-
bursed on a reasonable cost basis. However,
some payments for certain non-physician serv-
ices rendered to inpatients are billed by suppli-
ers of services under part B on a reasonable
charge basis.
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House Bill Senate Amendment

The rates for each DRG would be derived from
historical medicare cost data for each hospital.
The rates would be updated to fiscal year 1983
by the estimated industry-wide actual increase
in hospital costs. The rates would be further
updated for fiscal year 1984 by the increase in
the marketbasket plus 1 percentage point. In
fiscal year 1984, the DRG rates would be re-
duced, as may be required, to achieve budget
neutrality in relationship to the reimburse-
ment levels that would have applied under the
TEFRA legislation.

Effective October 1, 1983, all non-physician serv-
ices provided in an inpatient setting would be
paid only as inpatient hospital services under
part A, except as provided below.

The Secretary is given authority to waive these
restrictions, and to provide for adjustments in
the DRG payment rates, for hospitals which
can demonstrate to the Secretary that their
practices prior to October 1, 1982, were such
that their services were extensively billed in-
dependently under part B. Such hospitals
could be permitted, by the Secretary, to con-
tinue such billing arrangements during the
transition period for phasing-in the prospec-
tive payment system. Such arrangements
would not be recognized once the prospective
payment system is fully implemented. The
Secretary would estimate, each year, amounts
that would have been reimbursed under part
B for inpatient hospital services (other than
physician services) and include, each year, in
the base rate for determining the DRG pay-
ment rates an approximation of this amount.

Same provision.

Same provision.

The Secretary may waive these restrictions
during the transition period in the case of hospi-
tals that have allowed direct billing under part
B so extensively that immediate compliance
with such restrictions would threaten the stabil-
ity of patient care. The Secretary could allow
continued payment of part B billings as long as
he or she subsequently deducted the total
amount for these billings from the payments
made under the prospective system to the hospi-
tal. If such a waiver is granted, the Secretary,
at the end of the transition, may provide for
such methods of payment under part A as is
appropriate given the organizational structure
of the institution.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

c. Adjustments for Social Security Under present law, a downward adjustment is
made to a hospital's medicare payment to ac-
count for a hospital's withdrawal from the
Social Security system.
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House Bill Senate Amendment

The provision in present law would be repealed. Same repeal provision. In addition, in etting the
initial payment rates, the Secretary would be
required to recognize the payroll costs some
hospitals will incur as the result of being re-
quired to enter the Social Security system, by
adjusting base costs for individual hospitals and
by adjusting the DRG prospective rates to in-
clude these additional costs.

Net budget effect:

[In millions, CBO]

Outlay
Fiscal year: increase

1984 150
1985 224
1986 150
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

6. Annual Updates
a. Annual increase Under TEFRA, the rate of increase limits are

updated by the increase in a marketbasket of
goods and services purchased by hospitals, plus
1 percentage point.

b. Secretary's determination of annual in-
crease factor

c. Publication of Secretary's determination
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House Bill Senate Amendment

For fiscal year 1985, payment amounts from the
previous fiscal year would be increased by the
marketbasket, plus 1 percentage point. There
would be an overall budget limitation to main-
tain budget neutrality for fiscal year 1985.

Taking into consideration the recommendations
of the panel, the Secretary must determine,
for each fiscal year beginning with fiscal year
1986, the appropriate increase factor.

The Secretary must publish in the Federal Reg-
ister (1) not later than the June 1 before each
fiscal year beginning with fiscal year 1986, his
or her determination of the proposed increase
factor and (2) not later than the September 1
before such fiscal year, his or her final deter-
mination of the increase factor. The Secretary
must include in the publication due by June 1
the report of the panel's recommendations for
that fiscal year.

Same provision.

Taking into consideration the recommendations of
the commission, the Secretary must determine,
for each fiscal year beginning with fiscal year
1986, the increase factor; such factor must
assure adequate compensation for the efficient
and effective delivery of medically appropriate
and necessary care of high quality.

Same provision.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

6. Annual Updates—Con.
d. Expert panel/commission's determina-

tion of annual increase factor

e. Expert panel/commission's report on
annual increase factor
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House Bill Senate Amendment

Requires the Secretary to appoint a panel of
independent experts to review the increase
factor and make recommendations to the Sec-
retary on the appropriate percentage increase
for fiscal years beginning with fiscal year
1986. The panel must take into account
changes in the marketbasket, hospital produc-
tivity, technological and scientific advances,
quality of care, and utilization of relatively
costly, though effective, methods of care.

The panel must report its recommendations on
the increase factor to the Secretary not later
than May 1 before the beginning of each fiscal
year, beginning with fiscal year 1986.

Similar provision, except the review of the in-
crease factor and recommendations to the Sec-
retary would be conducted by a commission se-
lected by the Office of Technology Assessment,
and would begin with fiscal year 1986.

The commission must report its recommendations
on the increase factor to the Secretary not later
than April 1 before the beginning of each fiscal
year, beginning with fiscal year 1986.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

7. Recalibration of DRG's
a. Secretary's determination of DRG recali- No provision.

bration

b. Expert commission's determination of
DRG recalibration
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House Bill Senate Amendment

The Secretary would be required to establish
(and would be permitted from time to time to
make changes in) a system of classification of
inpatient hospital discharges by DRGs and a
methodology for classifying specific hospital
discharges within the DRGs. For each DRG,
the Secretary would be required to assign (and
would be permitted from time to time to re-
compute) an appropriate weighting factor
which reflects the relative hospital resources
used for discharges classified within that DRG
compared to resources used for discharges
classified in other DRGs.

No provision.

Similar provision, except the Secretary would be
required to adjust the classifications and
weighting factors at least once every 3 years to
reflect changes in treatment patterns, technol-
ogy, and other factors which may change the
relative use of hospital resources.

The commission would be required to consult
with, and make recommendations to, the Secre-
tary with respect to changes in the DRGs, based
on its evaluation of scientific evidence with re-
spect to new practices, including the use of new
technologies and treatment modalities. The
commission must report to Congress its evalua-
tion of any adjustments to the DRGs made by
the Secretary.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

8. Atypical Cases/Outliers No provision.
a. Basis for outlier payments

b. Payment levels for outlier cases

c. Total proportion of outlier payments
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House Bill Senate Amendment

The Secretary would be required to make addi-
tional payments where the length of stay for
any case in a DRG exceeds, by more than 30
days, the average length of stay for cases
within the same DRG. In addition, if a case
has some other unusual length of stay or un-
usual cost, the Secretary could provide addi-
tional payment amounts.

The additional payment amounts per case would
be determined by the Secretary.

The Secretary would be required to provide addi-
tional payments for outlier cases amounting to
not less than 4 percent of total DRG related
payments.

The Secretary would be required to make addi-
tional payments where (1) the length of stay
exceeds the mean length of stay by some fixed
number of days or (2) by a certain number of
standard deviations, whichever is less. Hospitals
would be permitted to appeal for additional pay-
ments for cases where charges adjusted to costs
are equal to or greater than some multiple of
the DRG rates or some dollar criterion, which-
ever is greater.

The amount of additional payments would be de-
termined by the Secretary and approximate the
marginal cost of care beyond the outlier cut-off
criteria (days or dollar amounts).

The Secretary would be required to provide addi-
tional payments for outlier cases amounting to
not less than 5 percent, and not more than 6
percent, of total DRG related payments.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

9. Capital Expenses
a. Capital in general Medicare reimburses hospitals for the reasonable

costs of capital (including depreciation, interest
and rent).

b. Return on equity Medicare reimburses proprietary institutions a
return on equity.

c. Study of capital-related costs No provision.

d. New capital No provision.

e. Section 1122 capital approval The Secretary is authorized to exclude from reim-
bursement to providers certain costs related to
capital expenditures that have been disap-
proved by a section 1122 planning agency.

138



House Bill Senate Amendment

Capital expenses, as defined by the Secretary,
would be specifically excluded from the pros-
pective payment proposal and would continue
to be reimbursed on a reasonable cost basis.

Provides for the phase-out of return on equity
for hospitals under the prospective payment
system over the three-year transition period
during which the cost-based payment is being
phased out (75% in the first year, 50% in the
second year and 25% in the third year). No
payment for a return on equity would be made
for cost reporting periods beginning on or
after October 1, 1986.

Net budget effect:

[In millions, CBO]

Capital, as defined by the Secretary, would be
specifically excluded from the prospective pay-
ment system until October 1, 1986, during
which time they would continue to be reim-
bursed on a reasonable cost basis. After October
1, 1986, such expenses would no longer be ex-
cluded.

No provision.

Net budget effect: No impact.

Fiscal year:
1983
1984
1985

The Secretary is required to study and report to
Congress by the end of 1983 on the method by
which capital-related costs can be included
under the prospective payment system and on
payments with respect to a return on equity.

Expresses the intent of Congress that, in imple-
menting a system for including capital related
costs under a prospective payment system,
costs related to capital projects initiated on or
after March 1, 1983, may be distinguished and
treated differently from projects initiated
before such date.

At the end of 3 years, medicare would not make
payment for a new capital project unless the
State had a section 1122 capital approval proc-
ess and the capital expenditures had been rec-
ommended by the State under such mecha-
nism.

Similar provision, except that the report to Con-
gress is due within 18 months of enactment.

Expresses the intent of Congress that, in imple-
menting a system for including capital-related
costs under a prospective payment system, costs
related to capital projects initiated on or after
the effective date of the implementation of such
system may or may not be distinguished and
treated differently from projects initiated before
such date.

Changes for cost reporting periods prior to Octo-
ber 1, 1986: (1) the financing of reviews of capi-
tal projects from the Hospital Insurance Trust
Fund to general revenues; (2) increases the
amount of capital projects that are subject to
Subject to the 1122 approval process from
$100,000 to $600,000; (3) exempts from the
review process expenditures made by or on
behalf of a health care facility where 75 percent
of the patients using the services of such facility
are enrollees in HMO's or CMP's and such ex-
penditures are for services and facilities needed
by such organization to operate efficiently; and
(4) requires hospitals to make their overall ex-
penditure plans and capital budgets available to
section 1122 agencies.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

10. Medical Education Expenses
a. Direct cost Medicare reimburses direct medical education ex-

penses, such as the salaries of interns and resi-
dents in approved education programs, on the
basis of reasonable cost.

b. Indirect cost The section 223 limits provide an adjustment to
recognize individual hospital differences in in-
direct costs due to approved teaching activities.
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House Bill Senate Amendment

Direct medical expenses for approved education- Same provision.
al programs would be specifically excluded
from payment determinations under the pros-
pective payment system and would be paid on
the basis of reasonable cost.

The Secretary is required to provide additional Same provision.
payment amounts under the prospective pay-
ment system for hospitals with indirect costs
of medical education. The adjustment for such
payment amounts would equal twice the sec-
tion 223 adjustment, provided under regula-
tions, in effect as of Jan. 1, 1983, for such
costs.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

11. Exemptions, Exceptions, and Adjustments
a. Payments to exempted hospitals and hos- No provision.

pital units

b. Psychiatric, long-term care, and chil- Section 223 limits do not apply to children's hos-
dren's hospitals pitals, long-term care hospitals or to rural hos-

pitals with less than 50 beds. In addition, the
Secretary is required to provide exemptions,
exceptions, and adjustments to the section 223
limits as he or she deems appropriate to take
into account the special needs of psychiatric
hospitals.

c. Sole community hospitals
1. Payments The Secretary is required to provide exemptions,

exceptions, and adjustments to the section 223
limits as he or she deems appropriate to take
into account the special needs of sole communi-
ty hospitals.
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House Bill Senate Amendment

Hospitals or units of hospitals exempted from
the prospective payment system would be sub-
ject to the section 223 limits (until hospital
cost reporting periods beginning on or after
October 1, 1985) and the rate of increase limits
applicable under current law.

Psychiatric, long-term care, children's and reha-
bilitation hospitals would be specifically
exempted from the prospective payment
system. Upon request of a hospital, rehabilita-
tion and psychiatric units which are distinct
parts of acute care hospitals would also be
specifically exempted.

The Secretary would be authorized to provide
exceptions and adjustments to take into ac-
count the special needs of sole community hos-
pitals.

Similar provision, except the section 223 limits
would no longer apply for hospital cost report-
ing periods beginning on or after October 1,
1983.

Similiar provision, except (1) hospitals would not
have to request exemptions for distinct parts of
rehabilitation or psychiatric units and (2) ex-
emptions of any such hospitals or hospital units
would no longer apply when the Secretary de-
termines that adequate data of clinical and sta-
tistical significance is available to include these
institutions and units under the prospective
payment system.

Payments to sole community hospitals for hospital
cost reporting periods beginning on or after Oc-
tober 1, 1983, would be on the same basis, as
payments to all other providers in the first year
of the transition period: 25% of the payment
would be based on a blend of national and re-
gional DRG rates (25% national, 75% regional);
75% would be based on each hospital's own cost
base. In no case would total medicare payments
in those cost reporting years beginning on or
after October 1, 1983, and before October 1,
1986, be less than the payments made in the
preceding year.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

c. Sole community hospitals—Con.
2. Definition No provision.

d. Public and other hospitals The Secretary is required to provide exemptions,
exceptions, and adjustments to the section 223
limits as he or she deems appropriate to take
into account the special needs of public and
other hospitals that serve a disproportionate
number of low income or part A medicare
beneficiaries.

e. Other Providers The Secretary is required to provide exemptions,
exceptions, and adjustments to the "section
223" and the rate of increase limits as he or she
deems appropriate to take into account the spe-
cial needs of new hospitals, risk-based health
maintenance organizations, hospitals providing
atypical or essential services and to take ac-
count of extraordinary circumstances beyond a
hospital's control; and for other purposes.
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House Bill Senate Amendment

"Sole community hospitals" are defined as those Similar provision, except includes weather and
that, by reason of factors such as isolated loca- travel conditions in the list of factors defining a
tion or absence of other hospitals (as deter- sole community hospital.
mined by the Secretary), is the sole source of
inpatient hospital services reasonably availa-
ble in a geographical area to part A medicare
beneficiaries.

The Secretary would be required to provide ex- Similar provision, except also applies to regional
ceptions and adjustments, as he or she and national referral centers (including those
deems appropriate, to take into account the very large acute care hospitals in rural areas).
special needs of public or other hospitals that
serve a disproportionately large number of
low-income or part A medicare beneficiaries.

The Secretary is required to provide, by regula- No provision.
tion, for such exceptions and adjustments as
he or she deems appropriate (including those
that may be appropriate with respect to public
and teaching hospitals and hospitals involved
extensively in treatment for, and research on,
cancer).
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

f. Alaska and Hawaii Under regulation, special adjustments are pro-
vided to the section 223 limits for hospitals in
Alaska and Hawaii.

g. Hospitals in territories, including Puerto
Rico



House Bill Senate Amendment

The Secretary is authorized to provide adjust- Same provision.
ments to the DRG payment amounts as he or
she deems appropriate to take into account
the unique circumstances of hospitals located
in Alaska and Hawaii.

Exempts from the prospective payment system Same provision.
hospitals located outside the fifty States or the
District of Columbia (e.g., the territories, in-
cluding Puerto Rico).
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

12. Admissions and quality review
a. Contracts with professional review orga- Current law (title XI of the Social Security Act)

nizations requires the Secretary to enter into contracts
for utilization and quality control peer review
with professional review organizations (PROs)
or other review organizations, including medi-
care intermediaries (subject to certain condi-
tions and limitations).
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House Bill Senate Amendment

Effective October 1, 1984, as a condition for re-
ceipt of medicare payments, a hospital receiv-
ing payments according to the prospective
DRG rates would be required to contract with
a peer review organization, in the area, desig-
nated by the Secretary under Title XI for the
review of admissions, discharges, and quality
of care with respect to medicare hospital inpa-
tient services. The 12-month waiting period for
intermediaries to qualify as review organiza-
tions as specified in present law would begin
on the date the Secretary enters into contracts
or on October 1, 1983, whichever is earlier.

Hospitals receiving payments under the prospec-
tive payment system would be required to enter
into an agreement with a peer review organiza-
tion (if such an organization has a contract with
the Secretary under title XI for the area in
which the hospital is located). The purpose of
this contract is to provide for the review of the
validity of the diagnostic information provided
by such hospitals, the completeness and adequa-
cy of the care provided, the appropriateness of
admissions, and the appropriateness of care pro-
vided to patients designated by the hospitals as
outliers. These reviews would be covered as a
hospital cost of care under part A but the PRO
would be paid by the Secretary on behalf of the
hospital on the basis of a rate per review estab-
lished by the Secretary. The amount expended
will be no less than $25 million a year and will
be expended from the trust fund and not subject
to appropriations.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

12. Admissions and quality review—Con.
b. Monitoring system established by the

Secretary

c. Penalties for unacceptable practices
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House Bill Senate Amendment

The Secretary would be required to establish a No provision.
system for monitoring admissions and dis-
charges of both hospitals receiving prospective
payment and hospitals reimbursed on a cost
basis, utilizing HCFA, medicare intermediar-
ies, professional review organizations/profes-
sional standards review organizations, or such
other medical review authority, to review ad-
missions and discharge practices and quality
of care.

The Secretary would be authorized to take cor- No provision.
rective action where hospitals, paid according
to the prospective rates or on a cost basis,
were determined to be engaged in unaccepta-
ble admissions, medical, or other practices.
The Secretary would be permitted to disallow
part or all of the medicare payment with re-
spect to an unnecessary or multiple admis-
sions, or to require hospitals to take other
corrective action necessary where a provider
was determined to have engaged in such prac-
tices.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

13. Payments to HMO's and CMP's Current law provides that health maintenance
organizations (HMO's) and competitive medical
plans (CMP's) may be reimbursed either on the
basis of reasonable costs, or under a risk-based
contract, a payment equal to 95% of the adjust-
ed average per capita cost (AAPCC) for medi-
care enrollees in the HMO's area.
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House Bill Senate Amendment

The proposal would permit, at its election, an Similar provision.
HMO or a CMP that receives medicare pay-
ments on a risk basis to choose to have the
Secretary directly pay hospitals for inpatient
hospital services furnished to medicare enroll-
ees of the HMO or CMP. The payment amount
would be at the DRG rate (or on the basis of
reasonable cost, as applicable) and would be
deducted from medicare payments to the
HMO or CMP.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

14. State Cost Control Systems
a. Authority under pre-TEFRA legislation The Secretary has authority to establish medi-

care demonstration projects. There are current-
ly four State-wide medicare demonstrations
(MD, NJ, NY, and MA) and one area-wide
(Rochester, NY) demonstration.

b. Authority for State programs In addition, TEFRA authorized the Secretary, at
the request of a State, to pay for medicare
services according to the State's hospital cost
control system if such system—

(1) applies to substantially all non-acute care
hospitals in the State;

(2) applies to at least 75% of all inpatient
revenues or expenses in the State;

(3) provides assurances that payors, hospital
employees and patients are treated equita-
bly; and

(4) provides assurances that the State's
system will not result in greater medicare
expenditures over a three-year period than
would otherwise have been made. (To date,
no State systems have been approved
under this authority).
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House Bill Senate Amendment

The Secretary would be expressly authorized to
continued to develop, carry out, or maintain
medicare experiments and demostration proj-
ects.

Includes the 4 requirements in TEFRA for ap-
proval of a State system and adds a fifth re-
quirement: if the Secretary determines that
the State system will not preclude an HMO or
CMP from negotiating directly with hospitals
with respect to payment for inpatient hospital
services.

The Secretary would be prohibited from (1) deny-
ing a State application on the ground that the
State's system is based on a payment method-
ology other than DRGs, or (2) requiring that
medicare expenditures under the State's
system be less than the expenditures which
would have been made under the Federal
prospective payment system.

Same provision.

Same provision, except add sixth requirement
that States must provide for a prohibition on
payments under part B for nonphysican serv-
ices provided to inpatients.

Same provision.
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TITLE VI.—PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

14. State Cost Control Systems—Con.
c. Continuation of current State programs

d. Required State programs
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House Bill Senate Amendment

For those States which currently have a medi- Same provision.
care waiver, the Secretary would be required
to continue the State program if, and for so
long as, the conditions described above are
met.

The Secretary would be required to approve any Same provision.
State program which meets the following 6
requirements in addition to the conditions in-
dicated above, that the system: (1) is operated
directly by the State or an entity designated
by State law; (2) is prospective; (3) provides for
hospitals to make such reports as the Secre-
tary requires; (4) provides satisfactory assur-
ances that it will not result in admissions
practices which will reduce treatment to low
income, high cost, or emergency patients; (5)
will not reduce payments without 60 days
notice to the Secretary and to hospitals; and
(6) provides satisfactory assurances that, in
the development of its program, the State has
consulted with local officials concerning the
impact of the program on publicly owned hos-
pitals.

The Secretary would be required to respond to Same provision.
requests from States applying under these 11
conditions within 60 days of the date the re-
quest is submitted.
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TITLE VI.—PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

14. State Cost Control Systems—Con.
e. Modification of existing contracts Under current demonstration project agreements

between the Secretary and the States of New
York and Massachusetts, the States are re-
quired to maintain a rate of increase in medi-
care hopital costs which is 1.5 percent below
the national rate of increase in such costs.

f. Judging the effectiveness of State systems

g. Reduction in payments to hospitals whkh
exceed expenditure limits
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House Bill Senate Amendment

The Secretary would be required, upon request
of a State, to modify the terms of an existing
demonstration agreement (entered into after
August 1982 and in effect as of March 1,
1983—New York and Massachusetts) so that
the demonstration project is not required to
maintain the rate of increase in medicare hos-
pital costs in that State below the national
rate of increase in such costs.

No provision.

Similar provision, except provides that such dem-
onstration agreements be modified so that the
percentage by which such project is required to
maintain a rate of increase in such costs in that
State below the national rate of increase be
decreased by one-half of one percentage point
for the contract year, beginning in 1983, by an ad-
ditional one-half of 1 percentage point for the con-
tract year beginning in 1984, and by an additional
one-quarter of 1 percentage point for the contract
year beginning in 1985.

During the 3 cost reporting periods beginning on
or after October 1, 1983, for existing State sys-
tems, the Secretary must judge their effective-
ness on the basis of their rate of increase or
inflation in medicare inpatient hospital pay-
ments compared to the national rate of increase
or inflation for such payments. The State would
retain the option to have the test applied on the
basis of either aggregate payments per inpa-
tient admission or discharge. After the transi-
tion period, this test would not longer apply,
and such State systems would be treated in the
same fashion as other waivered systems.

No provision. If the Secretary determines that the amounts paid
over a three-year period under a State system
exceed what medicare would have otherwise
paid over the same three-year period, the Secre-
tary may reduce subsequent payments to hospi-
tals under the State system by that amount.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

15. Administrative and Judicial Review
a. Limitation A provider may request administrative review of

a final decision of a fiscal intermediary by the
Provider Reimbursement Review Board
(PRRB). A provider may appeal the PRRB deci-
sion to Federal court or, where it involves a
question of law or regulation which the PRRB
does not have the authority to review, the pro-
vider may appeal directly to Federal court.

b. Venue An individual provider may bring suit in the
judicial district in which it is located or the
District of Columbia. Groups may bring suit
only in the District of Columbia.
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House Bill Senate Amendment

Permits administrative and judicial review in all Same provision.
cases except the narrow items necessary to
maintain budget neutrality: (1) the level of the
payment amount, and (2) the establishment of
the DRG classifications.

No provision. Permits action to be brought jointly by several
providers in a judicial district in which the
greatest number of such providers is located.
Any appeals to the PRRB for action for judicial
review brought by providers which are under
common Ownership or control would have to be
brought by providers as a group with respect to
any matter involving an issue common to such
providers.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

16. Studies and Reports No provision.

a. Capital-related costs return on equity

b. Skilled nursing facilities (SNFs)
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The method by which capital-related costs
including return on equity associated with
inpatient hospital services can be included
in the prospective payment system; due at
the end of 1983.

The impact of hospital prospective payment
systems on skilled nursing facilities and
recommendations concerning SNFs; due
at the end of 1983.

Similar provision except the report is due
within 18 months after enactment.

Similar report required. However, also (1) requires
the 1984—1987 annual reports to include the
impact of the hospital prospective payment
methodology on other providers and (2) requires
the Secretary to conduct demonstrations with
hospitals in areas with critical shortages of
SNFs to study the feasibility of providing alter-
native systems of care or methods of payment.

House Bill Senate Amendment

The Secretary is required to study and report to The Secretary is required to study and report to
the Congress on the following: the Congress on the following:
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

16. Studies and Reports—Con.
c. Impact of the prospective payment meth-

odology
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House Bill Senate Amendment

The impact of the prospective payment method-
ology during the previous year on individual
and classes of hospitals, beneficiaries, other
payors of inpatient hospital services, and the
impact of computing averages by census divi-
sion, rather than national averages; must in-
clude the Secretary's recommendations for
changes in legislation, as appropriate; requires
the Comptroller General to review and com-
ment on the adequacy of each report's impact
analysis; due annually at the end of each year
for 1984 through 1987.

Similar provision, except (1) the annual reports do
not have to include the impact of the prospec-
tive system on individual hospitals and the
impact of computing averages by census divi-
sion, rather than national averages; (2) the re-
ports must include the impact on other provid-
ers; (3) does not require recommendations from
the Secretary; and (4) does not require review
and comment by the Comptroller General.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

16. Studies and Reports—Con.
d. Physicians' services to hospital inpatients

e. Urban/rural rates
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House Bill Senate Amendment

Collection of data necessary to compute, by Similar provision, except (1) the Secretary is re-
DRGs, the amount of physician charges for quired to submit legislative recommendations
services furnished to hospital inpatients classi- and (2) the report is due in 1985.
fled in those DRGs, during fiscal year 1984;
recommendations on the advisability and feas-
ibility of providing for the determination of
payments based on the DRG classifications for
physician's services furnished to hospital inpa-
tients; due at the end of 1984 as part of the
1984 annual report.

The feasibility and impact of eliminating or Similar provision.
phasing out separate urban and rural DRG
prospective payment rates; due at the end of
1985 as part of the 1985 annual report.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

f. Prospective payments for hospitals not
included in the system

g. Payments for outliers/intensity

h. Payment by all payors



House Bill Senate Amendment

Whether, and the method under which, hospi- Same provision.
tals not paid under the prospective system can
be paid on a propective basis for inpatient
services; due at the end of 1985 as part of the
1985 annual report.

The appropriateness of the factors used to com-
pensate hospitals for the additional expenses
of outlier cases; due by the end of 1985 as part
of the 1985 annual report.

The feasibility and desirability of applying the
prospective payment methodology to pay-
ments by all payors for inpatient hospital
services; due by the end of 1985 as part of the
1985 annual report.

No similar provision. However, requires the Secre-
tary to include in the 1985 annual report to
Congress studies on the application of severity
of illness, intensity of care, or other modifica-
tions to DRGs, and the advisability and feasibil-
ity of providing for such modifications.

Similar provision, except also requires considera-
tion of extent of cost shifting to non-Federal
payors and the impact on private insurance
costs. Study is due in January 1985.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

16. Studies and Reports—Con.
i. Impact on admissions

j. Impact of State systems

k. Sole community hospitals, information
transfer between parts A and B, uncom-
pensated care, and making hospital cost
information available

1. The territories, including Puerto Rico
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House Bill Senate Amendment

The impact of the prospective payment method-
ology on hospital admissions and the feasibil-
ity of making a change in the DRG rates or
requiring preadmission certification in order
to minimize the incentive to increase admis-
sions; due by the end of 1985 as part of the
1985 annual report.

The overall impact of State hospital payment
systems, approved under either section 1886(c)
or other provisions of the Social Security Act,
on the medicare and medicaid programs, on
payments and premiums under private health
insurance plans, and on tax expenditures; due
at the end of 1986 as part of the 1986 annual
report.

No provision.

No provision.

No provision.

Requires the Secretary to study and make legisla-
tive recommendations to Congress on an equita-
ble method of reimbursing sole community hos-
pitals, taking into account their unique vulner-
ability to substantial variations in occupancy;
requires the Secretary to examine ways to co-
ordinate an information transfer between parts
A and B of medicare, particularly where a
denial of coverage is made in the reimburse-
ment to the admitting physician(s); the Secre-
tary also reports on the appropriate treatment
of uncompensated care costs and adjustments
that might be appropriate for large teaching
hospitals located in rural areas; the Secretary
also reports on the advisability of having hospi-
tals make available information on the cost of
care to patients financed by both public pro-
grams and private payors; due prior to April 1,
1985.

No provision.

Trust fund effect of title V:

The Secretary is required to study and make rec-
ommendations to Congress on a method for in-
cluding hospitals located outside of the 50
States and the District of Columbia under a
prospective payment system; due before April 1,
1984.

[In billions, Il—B, Office of the Actuary]

Outlay
reduction

Calendar year:
1985 0.2
1986 2.0
1987 3.6
1988 5.2
1989 7.0

Total 18.0 171



TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

17. Delay of single reimbursement limit for Section 102 of the Tax Equity and Fiscal Respon-
skilled nursing facilities (SNFs) sibility Act of 1982 required the Secretary to

establish a single reimbursement limit for both
hospital-based and free-standing SNFs to be ef-
fective for cost reporting periods beginning on
or after October 1, 1982.
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House Bill Senate Amendment

No delay provision. The Secretary would be re-
quired to study and report to Congress on the
impact of hospital prospective payment on
skilled nursing facilities and to make recom-
mendation at the end of 1983.

Similar study provision except delays the effective
date for the single reimbursement limit for
SNFs from cost reporting periods beginning on
or after October 1, 1982, to cost reporting peri-
ods beginning on or after October 1, 1983.

Net budget effect:

[In millions, CBO]

Fiscal year: Outlay increase

1983
1984
1985

20
32
5
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

18. On Lok Demonstration
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House Bill Senate Amendment

No provision. The Secretary would be required to approve, with
appropriate terms and conditions as defined by
the Secretary, within 30 days of enactment: (1)
the risk-sharing application of On Lok Senior
Health Services (dated July 2, 1982) for waivers
of certain medicare requirements over a period
of 36 months in order to carry out a long-term
demonstration project, and (b) the application of
the California Department of Health Services
(dated November 1, 1982) for the waiver of cer-
tain medicaid requirements over a period of 36
months in order to carry out a demonstration
project for capitated reimbursement for compre-
hensive long-term care services involving On
Lok Senior Health Services.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

19. Appointment, Membership and Activities of
the Expert Commission.

a. Appointment No provision.

b. Membership

c. Staff
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House Bill

.

Senate Amendment

No similar provision. However, requires the Sec-
retary to provide for the appointment of a
panel of independent experts to review the
factor used to update the DRG rates.

No provision.

No provision.

The Secretary is required to provide for the ap-
pointment of a commission of 15 independent
experts, selected and appointed by the Director
of the Office of Technology Assessment (OTA).
Commission members must be appointed no
later than April 1, 1984, for a 3-year term,
except that the OTA Director may provide ini-
tially for shorter terms to insure that the terms
of no more than 7 members will expire in one
year. Commission members would be eligible for
reappointment for no more than 2 consecutive
terms.

The commission's membership must provide ex-
pertise and experience in the provision and fi-
nancing of health care including, but not limit-
ed to, physicians and registered professional
nurses, employers, third-party payors, and indi-
viduals skilled in biomedical, health services,
health economics research, and individuals having
expertise in the research and development of
technological and scientific advances in health
care. The OTA Director must seek nominations
from a wide range of groups including, but not lim-
ited to, (a) national organizations representing
physicians, including medical specialty organiza-
tions and registered professional nurses and other
skilled health professionals; (b) national organiza-
tions representing hospitals, including teaching
hospitals; and (c) national organizations repre-
senting the business community, health benefits
programs, labor, the elderly and national organi-
zations representing manufacturers of health care
products.

The commission may employ such personnel (not
to exceed 50) as may be necessary to carry out
its duties. Subject to approval by the OTA Di-
rector, the commission must appoint one of its
staff members as Executive Director. The com-
mission is authorized to seek assistance and
support from appropriate Federal departments
and agencies as required. Establishes compensa-
tion rates for members of the commission, the
Executive Director, and staff.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

19. Appointment, Membership, and Activities of
the Expert Commission—

d. Commission authorities

e. Liaison with Federal agencies
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House Bill Senate Amendment

No provision. Authorizes the Commission to enter into con-
tracts; make advance, progress, and other pay-
ments; accept services of voluntary and uncom-
pensated personnel; acquire, hold, and dispose
of real and personal property; and prescribe
rules and regulations.

No provision. Requires the commission to have access to rele-
vant information and data available from Fed-
eral agencies and to maintain confidentiality of
all confidential information. Establishes a Fed-
eral Liaison Committee, consisting of delegates
from appropriate Federal agencies, to arrange
for the acquisition of information, coordinate its
activities with those of Federal agencies, and
advise the commission on the activities of Fed-
eral agencies. The Administrator of HCFA
would be chairman of the committee, and the
committee would meet not less than 6 times a
year.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

19. Appointment, Membership, and Activities of
the Expert Commission—Con.

f. OTA reports

g. Authorization of appropriations

h. Activities of the Commission
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House Bill Senate Amendment

No provision. OTA must report to Congress on the functioning
and progress of the commission and the status
of assessment of medical procedures and serv-
ices by the commission. Such reports must be
annual for the first 3 years and biannual there-
after, by March 15 of each year.

No provision. There are authorized to be appropriated such
sums as may be necessary to carry out the
activities of the commission and the committee,
85% payable from the HI Trust Fund and 15%
from the SMI Trust Fund.

No provision. In order to identify medically appropriate pat-
terns of health resources use, the commission of
independent experts would be required to col-
lect and assess information, medical and surgical
procedures and services, including information
on regional variations of medical practice and
lengths of hospitalization and on other patient
care data, giving special attention to treatment
patterns for conditions appearing to involve ex-
cessively costly or inappropriate services not
adding to the quality of care provided. Requires
the commission, in coordination to the extent
possible with the Secretary, in order to assess
the safety, efficacy, and cost-effectiveness of
new and existing medical and surgical proce-
dures, to collect and assess factual information,
giving special attention to the needs of updating
existing DRGs, establishing new DRGs, and
making recommendations on relative DRG
weights to reflect appropriate differences in re-
source consumption in delivering safe, effica-
tious, and cost-effective care. In collecting and
assesssing information, the commission must (1)
use existing data where possible, collected and
assessed either by its own staff or under other
arrangements, and (2) carry out, or award
grants or contracts for, original research where
existing information is inadequate for the devel-
opment of useful and valid guidelines by the
commission.
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TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE INPATIENT
HOSPITAL SERVICES—Continued

Item Present Law

19. Appointment, Membership, and Activities of
the Expert Commission—Con.

i. Exclusion from coverage
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House Bill Senate Amendment

No provision. Permits, with the concurrence of the Secretary,
payment under part A or part B of medicare for
expenses incurred for clinical care items and
services with respect to research and demon-
stration conducted by the Secretary or the com-
mission.
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House Bill

TABLE 1.—ESTIMATED CHANGES IN OASDI TAX INCOME OR BENEFIT OUTGO UNDER H.R.
1900 AS PASSED BY THE HOUSE OF REPRESENTATIVES, BASED ON 1983 ALTERNATIVE
Il-B ASSUMPTIONS

[In billions of dollars]

Calenda

Provision
1983 1984 1985 1986

r year—

1987 1988
Total,

1989
1983—89

Increase tax rate on covered wages
and salaries 8.6 0.3 14.5 16.0 39.4

Increase tax rate on covered self-em-
ployment earnings 1.1 3.1 3.0 3.2 3.7 4.4 18.5

Cover all Federal elected officials and
political appointees (1) (1) (1) (1) (1) (1) .1

Cover new Federal employees .2 .7 1.2 1.8 2.4 3.1 9.3
Cover all nonprofit employees 1.3 1.5 1.8 2.1 2.6 3.1 12.5

Total for new coverage 1.5 2.2 3.0 4.0 5.0 6.1 21.9
Prohibit State and local government

terminations .1 .2 .4 .6 .8 1.1 3.2
Provide general fund transfers for

military service credits and unnego-
tiated checks 19.7 — .4 — .4 — .3 — .3 — .3 — .3 17.7

Delay benefit increases 6 months 3.2 5.2 5.4 5.5 6.2 6.7 7.3 39.4
Tax one-half of benefits for high

income beneficiaries 2.6 3.2 3.9 4.7 5.6 6.7 26.6
Continue benefits on remarriage (2) (2) (2) (2) (2) (2) — .1

Modify indexing of deferred survi-
vors' benefits (2) (2) (2) (2) (2) (2)

Raise disabled widow(er)'s benefits to
71.5 percent of PIA —.2 —.2 —.2 —.2 —.3 —.3 —1.4

Pay divorced spouses whether or not
worker has retired (2) (2) (2) (2) (2) — 1

Replace 90-percent factor in benefit
formula with 61 percent, for indi-
viduals receiving pensions from
noncovered employment (3) (3) .1 .1 .3

Offset one-third of spouses' nonco-
vered government pension (2) (2) (2) (2) (2) (2) (2) — .1

Raise delayed retirement credit, be-
ginning in 1990

Total for all changes 22.8 18.5 13.9 15.2 18.0 35.7 41.2 165.3

1 Net additional taxes of less than $50,000,000.
2 Additional benefits of less than $50,000,000.

Reduction in benefits of less than $50,000,000.
Note.—Estimates shown for each provision include the effects of interaction with all preceding provisions. Totals do not

always equal the sum of components due to rounding. Positive figures represent additional income or reductions in benefits.
Negative figures represent reductions in income or increases in benefits.

Source: Social Security Administration Office of the Actuary, Mar. 4, 1983.
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Senate Amendment

TABLE 2.—ESTIMATED CHANGES IN OASDI TAX INCOME OR BENEFIT OUTGO UNDER H.R.
1900 AS PASSED BY THE SENATE, BASED ON 1983 ALTERNATIVE Il-B ASSUMPTIONS

[In billions of dollars]

Increase tax rate on covered wages
and salaries

Increase tax rate on covered self-em-
ployment earnings

Cover President, Vice-President,
Members of Congress, and certain
others

Cover new Federal employees
Cover all nonprofit employees

Total for new coverage 1.5
Prohibit State and local government

terminations .1
Accelerate collection of State and

local taxes 1.4
Provide general fund transfers for

military service credits and unn ego-
tiated checks 19.2 — .4

Delay benefit increases 6 months 3.2 5.2
Tax one-half of benefits for high

income beneficiaries 2.6
Continue benefits on remarriage (2)
Modify indexing of deferred survi-

vors' benefits
Raise disabled widow(er)'s benefits to

71.5 percent of PIA — .2
Pay divorced spouses whether or not

worker has retired
Replace 90-percent factor in benefit

formula with variable percentage,
for individuals receiving pensions
from noncovered employment (3)

Provide up to 2 child-care drop out
years (2)

Limitations on benefit payments to
certain aliens (3)

All other miscellaneous and technical
changes (2)

Total for all changes 22.3

(1) (1) (1) (1) (1) (1) (1)
.2 .7 1.2 1.8 2.4 3.1 9.3

1.3 1.5 1.8 2.1 2.6 3.1 12.5

2.2 3.0 3.9 5.0 6.1 21.8

.2 .4 .6 .8 1.1 3.2

.1 .1 .1 .3 .2 2.2

—.4 —.3 —.3 —.3 —.3 17.2
5.4 5.5 6.2 6.7 7.3 39.4

3.2 3.9 4.7 5.6
(2) (2) (2) (2)

(2) (2) (2) (2)

—.2 —.2 —.2 —.3

Calendar
Provision

1983 1984 1985 1986

year—

1987 1988 Total,1989
1983—89

8.6 0.3 14.5 16.0 39.4

1.1 3.1 3.0 3.2 3.7 4.4 18.5

6.7 26.7
(2) —.1

(2) (2)

—.3 —1.4

(2) (2) (2) (2) (2) —.1

(3) (3)

—.1 —.1

(3) .1 .1 .3

—.2 —.4 —.5 —1.3

(3) (3) (3)

(2) (2) (2)

19.9 13.8 15.2 17.9

.1 .1 .2

(2) (2) —.2

35.7 40.9 165.7
1 Net additional taxes of less than $50,000,000.
2 Additional benefits of less than $50,000,000.
Reduction in benefits of less than $50,000,000.

NoTE—Estimates shown for each provision include the effects of interaction with all preceding provisions. Totals donot always equal the sum of components due to rounding. Positive figures represent additional income or reductions inbenefits. Negative figures represent reductions in income or increases in benefits.
Source: Social Security Administration Office of the Actuary.
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HOUSE BILL

TABLE 3.—CHANGES IN LONG-RANGE OASDI ACTUARIAL BALANCE UNDER H.R. 1900 AS
PASSED BY THE HOUSE OF REPRESENTATIVES

Effect as percent of payroll
Sec. Provision

OASI -— DI OASDI

Present Law:
Average cost rate 13.04 1.34 14.38
Average tax rate 10.13 2.17 12.29
Actuarial balance —2.92 +.83 —2.09

Changes Included in Titles I and III of the Bill: 1
Cover new Federal empoloyees + .26 + .02 + .28
Cover all non-profit employees + .09 + .01 + .10
Prohibit State and local termination + .06 + .00 + .06
Delay benefit increases 6 months + .28 + .03 + .30
Stabilize trust fund ratio
Eliminate "windfall" benefits + .03 + .00 + .03
Raise delayed retirement credits — .10 — .10
Tax one-half of benefits +.56 +.05 +.61
Accelerate tax rate increase + .03 + .03
Increase tax rate on self-employment + .17 + .02 + .19
Change DI rate allocation + .98 — .98
Continue benefits on remarriage — .00 — .00 — .00
Pay divorced spouse of non-retired — .01 — .00 — .01

Modify indexing of survivor's benefits — .05 —.05
Raise disabled widow's benefits — .01 — .01

Modify military credits financing + .01 + .00 + .01
Credit unnegotiated checks + .00 + .00 + .00
Tax certain salary reduction plans + .02 + .00 + .02
Modify public pension offset — .00 — .00 —.00

Subtotal for the effect of the above provisions2 + 2.27 — .86 + 1.41
Remaining deficit after the above provisions — .65 — .03 — .68
Additional Change Relating to Long-Term Financing (Title II of

the Bill): Raise normal retirement age to 67 +.82 —.14 +.68

+3.08 —1.00 +2.08

+.16 —.17 —.01
11.67 1.23 12.90
11.51 1.40 12.91

1 The values for each of the individual provisions listed from Title I and Title III represent the effect over present law
and do not take into account interaction with other provisions.

2 The values in the subtotal for all provisions included in Title I and Title III take into account the estimated
interactions among these provisions.

The values for each of the provisions of Title II take into account intersection with the provisions included in Title I
and in Title III.

The values for the total effect of H.R. 1900 take into account interactions among all of the provisions of the Bill.
NOTE—The above estimates are based on the 1983 Trustees Report Alternative Il—B assumptions. Individuals estimates

may not add to totals due to rounding and/or interaction among proposals.
Source: Office of the Actuary Mar. 16, 1983.

101
102
103
111
112
113
114
121
123
124
126
131
132
133
134
151
152
329
338

Total effect of all of the provisions
After House Bill:

Actuarial balance
Average income
Average cost rate
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Senate Amendement

TABLE 4.—ESTIMATED CHANGES IN LONG-RANGE OASDI ACTUARIAL BALANCE UNDER
H.R. 1900 AS PASSED BY THE SENATE

Effect a
Provision

OASI

s percent of payroll

DI OASDI

Present law:
Average cost rate 13.04 1.34 14.38

Average tax rate 10.13 2.17 12.29

Actuarial balance —2.92 +.83 —2.09

Changes relating to both long-range and short-range financing:'
Cover new Federal employees + .26 + .02 + .28
Cover all nonprofit employees +.09 +.01 +.10
Prohibit State and local termination + .06 + .00 + .06
Delay benefit increase 6 months + .28 + .03 + .30
Stabilize trust fund ratio
Eliminate "windfall" benefits + .05 + .00 + .05
Raise delayed retirement credits — .12 — .12

Tax ½ of benefits +.57 +.05 +.62
Accelerate tax rate increase + .03 + .03
Increase tax rate on self-employment + .17 + .02 + .19
Change DI rate allocation +.90 — .90

Continue benefits on remarriage — .00 —.00 — .00

Pay divorced spouse of nonretired — .01 — .00 — .01

Modify indexing of survivor's benefits — .05 .. — .05

Raise disabled widow's benefits — .01 — .01

Modify military credit financing + .01 + .00 + .01
Credit unnegotiated checks + .00 + .00 + .00
Tax certain salary reduction plans + .03 + .00 + .03
Limit benefits to nonresident aliens + .01 + .00 + .01
Eliminate benefits to incarcerated felons + .00 + .00 + .00

Subtotal for the effect of the above provision2 +2.20 —.78 + 1.42
Remaining deficit after the above provisions — .72 + .05 — .67

Additional charges relating primarily to long-range financing:3
Modify benefit formula after this century +.39 +.04 +.43
Raise normal retirement age to 66 +.48 —.08 +.40
Eliminate earnings test at age 65 — .03 — .03

Add up to 2 child care dropout years — .03 — .00 — .04

Total effect of all of the provisions:4 +.2.99 —.82 +.2.17
After committee bill:

Actuarial balance + .07 + .01 + .0.8
Average income 11.61 1.31 12.92
Average cost rate 11.54 1.30 12.84

1 The value for each of these individual provisions represent the effect over present law and do not take into account
interaction with other provisions.

2 The values in the subtotal take into account the estimate interaction among the provisions.
The values for each of these provision take into account interaction with the provisions included in the subtotal.
The values for the total effect of S. 1 take into account interactions among all of the provisions of the bill.

NOTE—The above estimates are based on the 1983 Trustees Report Alternative Il—B assumptions. Individual estimates
may not add to total due to rounding and/or interaction among proposals.

Source: Office of the Actuary, Mar. 11, 1983.
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98TH CONGRESS HOUSE OF REPRESENTATIVES
f REPORT

1st Session J 1 No. 98—47

SOCIAL SECURITY AMENDMENTS OF 1983

MARCH 24, 1983.—Ordered to be printed

Mr. RosrENKowsKI, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 19001

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the Senate to the bill (H.R. 1900) to
assure the solvency of the Social Security Trust Funds, to reform
the medicare reimbursement of hospitals, to extend the Federal
supplemental compensation program, and for other purposes,
having met, after full and free conference, have agreed to recom-
mend and do recommend to their respective Houses as follows:

That the House recede from its disagreement to the amendment
of the Senate and agree to the same with an amendment as fol-
lowS:

In lieu of the matter proposed to be inserted by the Senate
amendment insert the following:

SHORT TITLE

SECTION 1. This Act, with the following table of contents, may be
cited as the "Social Security Amendments of 1983

TABLE OF CONTENTS

Sec. 1. Short title.

TITLE I—PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM

PART A—COVERAGE

Sec. 101. Coverage of newly hired Federal employees.
Sec. 102. Coverage of employees of nonprofit organizations.
Sec. 103. Duration of agreements for coverage of State and local employees.

PART B—COMPUTATION OF BENEFIT AMOUNTS

Sec. 111. Shift of cost-of-living adjustments to calendar year basis.
Sec. 112. Cost-of-living increases to be based on either wages or prices (whichever is

lower) when balance in OASDI trust funds falls below specified level.
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Sec. 113. Elimination of windfall benefits for individuaLs receiving pensions from
noncovered employment.

Sec. 114. Increase in old-age insurance benefit amounts on account of delayed retire-
rnent.

- PART C—REVENUE PROVISIONS

Sec. 121. Taxation of social security and [tier 1] railroad retirement benefits.
Sec. 122. Credit for the elderly and the permanently and totally disabled.
Sec. 123. Acceleration of increases in FICA taxes; 1.984 employee tax credit.
Sec. 124. Taxes on self-employment income; credit against such taxes.
Sec. 125. Allocations to disability insurance trust fund.

PART D—BENEFITS FOR CERTAIN SURVIVING, DIVORCED, AND DISABLED SPOUSES

Sec. 131. Benefits for surviving divorced spouses and disabled widows and widowers
who remarry.

Sec. 132. Entitlement to divorced spouse's benefits before entitlement of insured indi-
vidual to benefits.

Sec. 133. Indexing of deferred surviving spouse's benefits,
Sec. 134. Limitation on benefit reduction for early retirement in case of disabled

widows and widowers.

PART E—MECHANISMS To ASSURE CONTINUED BENEFIT PA YMENTS IN UNEXPEcTEDLY
ADVERSE CONDITIONS

Sec. 141. Normalized crediting of social security taxes to trust funds.
Sec. 142. Interfund borrowing extension.
Sec. 143. Recommendations by Board of Trustees to remedy inadequate balances in

the Social Security Trust Funds.

PART F—OTHER FINANCING AMENDMENTS

Sec. 151. Financing of noncontributory military wage credits.
Sec. 152. Accounting for certain unnegotiated checks for benefits under the social se-

curity program.
Sec. 153. Float periods.

TITLE H—ADDITIONAL PROVISIONS RELA TING 7Y LONG-TERM
FINANCING OF THE SOCIAL SECURITY SYSTEM

Sec. 201. Increase in retirement age.

TITLE HI—MISCELLANEOUS AND TECHNICAL PROVISIONS

PART A—ELIMINATION OF GENDER-BASED DISTINCTIONS

Sec. 301. Divorced husbands.
Sec. 302. Remarriage of surviving spouse before age of eligibility.
Sec. 303. Illegitimate children.
Sec. 304. Transitional insured status.
Sec. 305. Equalization of benefits under section 228.
Sec. 306. Father's insurance benefits.
Sec. 307. Effect of marriage on childhood disability benefits and on other depend-

ents' or survivors' benefits.
Sec. 308. Credit for certain military service.
Sec. 309. Conforming amendments.
Sec. 310. Effective date of part A.

PART B—COVERAGE

Sec. 321. Coverage of employees of foreign affiliates of American employers.
Sec. 322. Extension of coverage by international social securiçy agreement.
Sec. 323. Treatment of certain service performed outside the United States.
Sec. 324. Amount received under certain deferred compensation and salary reduction

arrangements treated as wages for FICA taxes.
Sec. 8l5. Treatment of contributions under simplified employee pensions.
Sec. 3l6. Effect of changes in names of State and local employee groups in Utah.
Sec. 827. Effective dates of international social security agreements.
Sec. 3l8. Codification .f Rowan decision with respect to meaLs and lodging.
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PART C—OTHER AMENDMENTS

Sec. 331. Technical and conforming amendments to maximum family benefit provi-
sions.

Sec. 332. Relaxation of insured status requirements for certain workers previously
entitled to a period of di.sability.

Sec. 333. Protection of benefits of illegitimate children of di.sabled beneficiaries.
Sec. 334. One-month retroactivity of widow's and widower's insurance benefits.
Sec. 335. Nonassignability of benefits.
Sec. 336. Use of death certificates to prevent erroneous benefit payments to deceased

individuals.
Sec. 337. Public pension offset.
Sec. 338. Study concerning the establishment of the Social Security Administration

as an independent agency.
Sec. 339. Limitation on payments to prisoners.
Sec. 340. Limitations on payments to nonresident aliens.
Sec. 341. Addition of public members to Trust Fund Board of Trustees.
Sec. 342. Payments schedule by State and local governments.
Sec. 343. Professors of clinical medicine.
Sec. 344. Earnings sharing implementation report.
Sec. 345. Veterans'Administration reorganization report. -

Sec. 346. Social security cards.
Sec. 347. Budgetary treatment of Trust Fund operations.
Sec. 348. Liberalization of earnings text.

TITLE IV—SUPPLEMENTAL SECURITY INCOME BENEFITS
Sec. 401. Increase in Federal SSI benefit standard.
Sec. 402. Adjustments in Federal SSI pass-through provisions.
Sec. 403. SSI eligibility for temporary residents of emergency shelters for the home-

less.
Sec. 404. Disregarding of emergency and other in-kind assistance provided by non-

profit organizations.
Sec. 405. Notification with respect to SSI program.

'TITLE V—UNEMPLOYMENT COMPENSATION PROVISIONS

PART A—FEDERAL SUPPLEMENTAL COMPENSATION

Sec. 501. Extension of program.
Sec. 502. Number of weeks for which compensation payable.
Sec. 503. Effective date.
Sec. 504. Training.
Sec. 505. Coordination with trade readjustment program.

PART B—PROVISIONS RELATING TO INTEREST AND CREDIT REDUCTIONS

Sec. 511. Deferral of interest.
Sec. 512. Cap on credit reduction.
Sec. 513. Average employer contribution rate.
Sec. 514. Date for payment of interest.
Sec. 515. Penalty for failure to pay interest.

PART C—MISCELLANEOUS PROVISIONS

Sec. 521. Treatment of employees providing services to educational institutions.
Sec. 522. Extended benefits for individuals who are hospitalized or on jury duty.
Sec. 523. Voluntary health insurance programs permitted.
Sec. 524. Treatment of certain organizations retroactively determined to be described

in section SOl(cX3) of the Internal Revenue Code of 1954.

TITLE VI—PROSPECTIVE PA YMENTS FOR MEDICARE INPA TIENT
HOSPITAL SERVICES

Sec. 601. Medicare payments for inpatient hospital services on the basis of prospec-
tive rates.

Sec. 602. Conforming amendments.
Sec. 603. Reports, experiments, and demonstration projects.
Sec. 604. Effective dates. . .

Sec. 605. Delay in provision relating to hospital-based skilled nursing facilities.
Sec. 606. Shift in medicare premiums to coincide with cost-of-living increase.
Sec. 607. Section 1122 amendments.
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TITLE I—PROVISIONS AFFECTING THE FI-
NANCING OF THE SOCIAL SECURITY
SYSTEM

- PART A—COVERAGE

COVERAGE OF NEWLY HIRED FEDERAL EMPLOYEES

SEC. 101. (a)(1) Section 210(a) of the Social Security Act is amend
ed by striking out paragraphs (5) and (6) and inserting in lieu there-
of the following:

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

"(A) would be excluded from the term 'employment' for
purposes of this title if the provisions of paragraphs (5) and
(6) of this subsection as in effect in January 1983 had re-
mained in effect, and

"(B) is performed by an individual who (i) has been con-
tinuously in the employ of the United States or an instru-
mentality thereof since December 31, 1983 (and for this pur-
pose an individual who returns to the performance of such
service after being separated therefrom following a previous
period of such service shall nevertheless be considered upon
such return as having been continuously in the employ of
the United States or an instrumentality thereof regardless
of whether the period of such separation began before or
after December 31, 1983, if the period of such separation
does not exceed 365 consecutive days), or (ii) is receiving an
annuity from the Civil Service Retirement and Disability
Fund, or benefits (for service as an employee) under another
retirement system established by a law of the United States
for employees of the Federal Government (other than for
members of the uniformed services);

except that this paragraph shall not apply with respect to—
"(i) service performed as the President or Vice President

of the United States,
"(ii) service performed—

"(I) in a position placed in the Executive Schedule
under sections 5312 through 5317 of title 5, United
States Code,

"(II) as a noncareer appointee in the Senior Executive
Service or a noncareer member of the Senior Foreign
Service, or

"(III) in a position to which the individual is ap-
pointed by the President (or his designee) or the Vice
President under section 105(a)(1), 106(a)(1), or 107 (a)(1)
or (b)(1) of title 3, United States Code, if the maximum
rate of basic pay for such position is at or above the
rate for level V of the Executive Schedule,

"(iii) service performed as the Chief Justice of the United
States, an Associate Justice of the Supreme Court, a judge
of a United States court of appeals, a judge of a United
States District Court (including the district court of a tern-
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tory), a judge of the United States Claims Court, a judge of
the United States Court of International Trade, a judge of
the United States Tax Court, a United States magistrate, or
a referee in bankruptcy or United States bankruptcy judge,

"(iv) service performed as a Member, Delegate, or Resi-
dent Commissioner of or to the Congress, or

"(v) any other service in the legislative branch of the Fed-
eral Government if such service is performed by an individ-
ual who, on December 31, 1983, is not subject to subchapter
III of chapter 83 of title 5, United States Code;

"(6) Service performed in the employ of the United States or
any instrumentality of the United States if such service is per-
formed—

"(A) in a penal institution of the United States by an
inmate thereof,

"(B) by any individual as an employee included under
section 5351(2) of title 5, United States Code (relating to cer-
tain interns, student nurses, and other student employees of
hospitals of the Federal Government), other than as a
medical or dental intern or a medical or dental resident in
training; or

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

(2) Section 2lO(p) of such Act is amended by striking out 'provi-
sions of—" and all that follows and inserting in lieu thereof "provi-
sions of subsection (a)(5). "

(b)(1) Section 3121(b) of the Internal Revenue Code of 1954 is
amended by striking out paragraphs (5) and (6) and inserting in lieu
thereof the following:

"(5) service performed in the employ of the United States or
any instrumentality of the United States, if such service—

"(A) would be excluded from the term 'employment' for
purposes of this title if the provisions of paragraphs (5) and
(6) of this subsection as in effect in January 1983 had re-
mained in effect, and

"(B) is performed by an individual who (i) has been con-
tinuously in the employ of the United States or an instru-
mentality thereof since December 31, 1983 (and for this pur-
pose an individual who returns to the performance of such
service after being separated therefrom following a previous
period of such service shall nevertheless be considered upon
such return as having been continuously in the employ of
the United States or an instrumentality thereof regardless
of whether the period of such separation began before or
after December 31, 1983, if the period of such separation
does not exceed 365 consecutive days), or (ii) is receving an
annuity from the Civil Service Retirement and Disability
Fund, or benefits (for service as an employee) under another
retirement system established by law of the United States
for employees of the Federal Government other than for
members of the uniformed services);

except that this paragraph shall not apply with respect to—
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"(i) service performed as the President or Vice President
of the United States,

(ii) service performed—
"(I) in a position placed in the Executive Schedule

under Sections 5312 through 5317 of title 5, United
States Code.

"(II) as a noncareer appointee in the Senior Executive
Service or a noncareer member of the Senior Foreign
Service, or

"(III) in a position to which the individual is ap-
pointed by the President (or his designee) or the Vice
President under section 105(a)(1), lO6Ya)(1), or 107 (a)(1)
or (b)(1) of title 3, United States Code, if the maximum
rate of basic pay for such position is at or above the
rate for level V of the Executive Schedule,

"(iii) service performed as the Chief Justice of the United
States, an Associate Justice of the Supreme Court, a judge
of a United States court of appeals, a judge of a United
States district court (including the district court of a terri-
tory), a judge of the United States Claims Court, a judge of
the United States Court of International Trade, a judge of
the United States Tax Court, a United States magistrate, or
a referee in bankruptcy or United States bankruptcy judge,

"(iv) service performed as a Member, Delegate, or Resi-
dent Commissioner of or to the Congress, or

"(v) any other service in the legislative branch of the Fed-
eral Government if such service is performed by an individ-
ual who, on December 31, 1983, is not subject to subchapter
III of chapter 83 of title 5, United States Code;

"('6) service performed in the employ of the United States or
any instrumentality of the United States if such service is per-
formed—

"(A) in a penal institution of the United States by an
inmate thereof;

"(B) by any individual as an employee included under
section 5351 (2) of title 5, United States Code (relating to cer-
tain interns, student nurses, and other student employees of
hospitals of the Federal Government), other than as a
medical or dental intern or a medical or dental resident in
training; or

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

(2) Section 31 21 (u)(1) of such Code is amended to read as follows:
"(1) IN GENERAL.—FOr purposes of the taxes imposed by sec-

tions 3101(b) and 3111(b), subsection (b) shall be applied with-
out regard to paragraph (5) thereof. ".

(c)(1) Section 209 of the Social Security Act is amended by adding
at the end thereof the following new paragraph:

"For purposes of this title, in the case of an individual perform-
ing service under the provisions of section 294 of title 28, UnLted
States Code (relating to assignment of retired justices and judges to
active duty), the term 'wages' shall, subject to the provisions of sub-
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section (a) of this section, include any payment under section 371(b)
of such title 28 which is received during the period of such service. ".

(2) Section 3121(i) of the Internal Revenue Code of 1954 (relating
to computation of wages in certain cases) is amended by adding at
the end thereof the following new paragraph:

"(5) SERVICE PERFORMED BY CERTAIN RETIRED JUSTICES AND
JUDGES.—For purposes of this chapter, in the case of an individ-
ual performing service under the provisions of section 294 of
title 28, United States Code (relating to assignment of retired
justices and judges to active duty), the term 'wages' shall, sub-
ject to the provisions of subsection (a)(1) of this section, include
any payment under section 371(b) of such title 28 which is re-
ceived during the period of such service. ".

(d) The amendments made by this section shall be effective with
respect to remuneration paid after December 31, 1983.

(e) Nothing in this Act shall reduce the accrued entitlements to
future benefits under the Federal Retirement System of current and
retired Federal employees and their families.

COVERAGE OF EMPLOYEES OF NONPROFIT ORGANIZATIONS

SEC. 102. (a) Section 210(a)(8) of the Social Security Act is amend-
ed—

(1).by striking out "(A)" immediately after "(8)";
(2) by striking out "subparagraph" where it first appears and

inserting in lieu thereof 'paragraph "; and
(3) by striking out subparagraph (B).

(b)(1) Section 3121(b)(8) of the Internal Revenue Code of 1954 is
amended—

(A) by striking out "(A)" immediately after "(8)";
(B) by striking out "subparagraph" where it first appears and

inserting in lieu thereof "paragraph "; and
(C) by striking out subparagraph (B).

(2) Section 3121(k) of such Code is repealed.
(3) Section 3121(r) of such Code is amended—

(A) by striking out "subsection (b)(8)(A)" and "section
210(a)(8)(A)" in paragraph (3) and inserting in lieu thereof "sub-
section (b)(8)" and "section 210(a)(8)' respectively; and

(B) by striking out paragraph (4).
(c) The amendments made by the preceding provisions of this sec-

tion shall be effective with respect to service performed after Decem-
ber 31, 1983 (but the provisions of sections 2 and 3 of Public Law
94-563 and section 312(c) of Public Law 95-216 shall continue in
effect, to the extent applicable, as though such amendments had not
been made).

(d) The period for which a certificate is in effect under section
3121(k) of the Internal Revenue Code of 1954 may not be terminated
under paragraph (1)(D) or (2) thereof on or after March 31, 1983; but
no such certificate shall be effective with respect to any service to
which the amendments made by this section apply.

(&(1) If any individual—
(A) on January 1, 1984, is age 55 or over, and is an employee

of an organization described in section 210(a)(8)(B) of the Social
Security Act (A) which does not have in effect (on that date) a
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waiver certificate under section 3121(k) of the Internal Revenue
Code of 1954 and (B) to the employees of which social security
coverage is extended on January 1, 1984, solely by reason of the
enactment of this section, and

(B) after January 1, 1984, acquires the number of quarters of
coverage (within the meaning of section 213 of the Social Secu-
rity Act) which is required for purposes of this subparagraph
under paragraph (2),

then such individual shall be deemed to be a fully insured individ-
ual (as defined in section 214 of the Social Security Act) for all of
the purposes of title II of such Act.

(2) The number of quarters of coverage which is required for pur-
poses of subparagraph (B) of paragraph (1) shall be determined as
follows:
In the case of an in- The number of quar-

dividual who on ters of coverage
January 1, 1984, so required
is— shall be—

age 60 or over 6

age 59 or over but less than age 60 8

age 58 or over but less than age 59 12

age 57 or over but less than age 58 16

age 55 or over but less than age 57 20.

DURATION OF AGREEMENTS FOR COVERAGE OF STATE AND LOCAL

EMPLOYEES

SEC. 103. (a) Section 218(g) of the Social Security Act is amended
to read as follows:

"Duration of Agreement

"(g) No agreement under this section may be terminated, either in
its entirety or with respect to any coverage group, on or after the
date of the enactment of the Social Security Amendments of 1983. ".

(b) The amendment made by subsection (a) shall apply to any
agreement in effect under section 218 of the Social Security Act on
the date of the enactment of this Act, without regard to whether a
notice of termination is in effect on such date, and to any agreement
or modification thereof which may become effective under such sec-
tion 218 after that date.

PART B—COMPUTATION OF BENEFIT AMOUNTS

SHIFT OF COST-OF-LIVING ADJUSTMENTS TO CALENDAR YEAR BASIS

SEC. 111. (aXi) Section 215(iX2)(A)(ii) of the Social Security Act is
amended by striking out "June" and inserting in lieu thereof "De-
cember".

(2) Section 215(i)(2XAXiii) of such Act is amended by striking out
'May" and insert in lieu thereof "November"

(3) Section 215(i)(2XB) of such Act is amended by striking out
"May" each place it appears and inserting in lieu thereof in each
instance "November".

(4) Section 203(fX8XA) of such Act is amended by striking out
"June" and inserting in lieu thereof "December"
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(5) Section 230(a) of such Act is amended by striking out "June"
and inserting in lieu thereof "December"

(6) Section 215(i)(2) of such Act as in effect in December 1978, and
as applied in certain cases under the provisions of such Act as in
effect after December 1978, is amended by striking out "June" in
subparagraph (A)(ii) and inserting in lieu thereof "December': and
by striking out "May" each place it appears in subparagraph (B)
and inserting in lieu thereof in each instance "November"

(7) Section 202(m) of such Act (as it applies in certain cases by
reason of section 2 of Public Law 97-123) is amended by striking out
"May" and inserting in lieu thereof "November"

(8) The amendments made by this subsection shall apply with re-
spect to cost-of-living increases determined under section 215(i) of
the Social Security Act for years after 1982.

(b)(1) Section 215(i)(1)(A) of the Social Security Act is amended by
striking out "March 31" and inserting in lieu thereof "September
30' and by striking out "1974 "and inserting in lieu thereof "1982"

(2) Section 215(i)(1)(A) of such Act as in effect in December 1978,
and as applied in certain cases under the provisions of such Act as
in effect after December 1978, is amended by striking out "March
31" and inserting in lieu thereof "September 30" and by striking out
"1974 "and inserting in lieu thereof "1982".

(3) The amendments made by this subsection shall apply with re-
spect to cost-of-living increases determined under section 215(i) of
the Social Security Act for years after 1983.

(c) Section 215(i)(4) of such Act is amended by inserting, ", and as
amended by section 111 (A)(6) and (b)(2) of the Social Security
Amendments of 1983," after "as in effect in December 1978" the
first place it appears.

(d) Notwithstanding any provision to the contrary in section 215(i)
of the Social Security Act, the "base quarter" (as defined in para-
graph (1)(A)(i) of such section) in the calendar year 1983 shall be a
"cost-of-living computation quarter" within the meaning of para-

graph (1)(B) of such section (and shall be deemed to have been deter-
mined by the Secretary of Health and Human Services to be a "cost-
of-living computation quarter" under paragraph (2)(A) of such sec-
tion) for all of the purposes of such Act as amended by this section
and by other provisions of this Act, without regard to the extent by
which the Consumer Price Index has increased since the last prior
cost-of-living computation quarter which was established under
such paragraph (1)(B).

(e) Section 403(b) of the Omnibus Reconciliation Act of 1982
(Public Law 9 7-253) is amended to read as follows:

"(b)(1) Except as provided in paragraph (2), the amendment made
by subsection (a)(1) shall apply with respect to amounts payable for
periods beginning after May 31, 1983.

"(2) In the cases of individuals to whom pension is payable under
sections 521, 541, and 542 of title 38, United States Code, the
amendment made by subsection (a)(1) shall take effect on the first
day after May 31, 1983, that an increase is made in maximum
annual rates of pension pursuant to section 3112 of title 38, United
States Code. ".
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COST-OF-LiViNG iNCREASES TO BE BASED ON EiTHER WAGES OR PRiCES
(WHiCHEVER iS LOWER) WHEN BALANCE iN OASD1 TRUST FUNDS
FALLS BELOW SPECiFiED LEVEL

SEC. 112. (a) Section 215(i)(1) of the Social Security Act is amend-
ed—

(1) by striking out "in which" in subparagraph (B) and all
that follows down through the first semicolon in such subpara-
graph and inserting in lieu thereof "with respect to which the
applicable increase percentage is 3 percent or more; '

(2) by striking out "and" at the end of subparagraph (B);
(3) by redesignating subparagraph (C) as subparagraph (H);

and
(4) by inserting after subparagraph (B) the following new sub-

paragraphs:
"(C) the term 'applicable increase percentage' means—

"(i) with respect to a base quarter or cost-of-living compu-
tation quarter in any calendar year before 1985, or in any
calendar year after 1984 and before 1989 for which the
OASDI fund ratio i.s 15.0 percent or more, or in any calen-
dar year after 1988 for which the OASDI fund ratio i.s 20.0
percent or more, the CPI increase percentage; and

"(ii) with respect to a base quarter or cost-of-living com-
putation quarter in any calendar year after 1984 and before
1989 for which the OASDI fund ratio i.s less than 15.0 per-
cent, or in any calendar year after 1988 for which the
OASDI fund ratio i.s less than 20.0 percent, the CPI in-
crease percentage or the wage increase percentage, which-
ever (with respect to that quarter) is the lower;

"(D) the term 'CPI increase percentage: with respect to a base
quarter or cost-of-living computation quarter in any calendar
year, means the percentage (rounded to the nearest one-tenth of
1 percent) by which the Consumer Price Index for that quarter
(as prepared by the Department of Labor) exceeds such index for
the most recent prior calendar quarter which was a base quar-
ter under subparagraph (AXii) or, if later, the most recent cost-
of-living computation quarter under subparagraph (B);

"(E) the term 'wage increase percentage: with respect to a
base quarter or cost-of-living computation quarter in any calen-
dar year, means the percentage (rounded to the nearest one-
tenth of 1 percent) by which the SSA average wage index for the
year immediately preceding such calendar year exceeds such
index for the year immediately preceding the most recent prior
calendar year which included a base quarter under subpara-
graph (AXii) or, if later, which included a cost-of-living compu-
tation quarter;

"(F) the term 'OASDI fund ratio: with respect to any calen-
dar year, means the ratio of—

"(i) the combined balance in the Federal Old Age and
Survivors Insurance Trust Fund and the Federal Disability
Insurance Trust Fund as of the beginning of such year, in-
cluding the taxes transferred under section 201(a) on the
first day of such year and reduced by the outstanding
amount of any loan (including interest thereon) theretofore
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made to either such Fund from the Federal Hospital Insur-
ance Trust Fund under section 201(l), as of the beginning of
such year, to

"(ii) the total amount which (as estimated by the Secre-
tay) will be paid from the Federal Old-Age and Survivors
Insurance Trust Fund and the Federal Disability Insurance
Trust Fund during such calendar year for all purposes au-
thorized by section 201 (other than payments of interest on,
or repayments of loans from the Federal Hospital Insur-
ance Trust Fund under section 201(l)), but excluding any
transfer payments between such trust funds and reducing
the amount of any transfers to the Railroad Retirement Ac-
count by the amount of any transfers into either such trust
fund from that Account;

"(G) the term 'SSA average wage index; with respect to any
calendar year, means the average of the total wages reported to
the Secretary of the Treasury or his delegate for the preceding
calendar year as determined for purposes of subsection
(b)(SXA)(ii); and"

(b) Section 215(i)(2)(A)(ii) of such Act is amended by striking out
"by the same percentage" and all that follows down through the
semicolon, in the sentence immediately following subdivision (III),
and inserting in lieu thereof "by the applicable increase percent-
age; ".

(c) Section 215(i) of such Act is further amended by adding at the
end thereof the following new paragraph:

"(5)(A) If—
"(i) with respect to any calendar year the 'applicable increase

percentage' was determined under clause (ii) of paragraph (1)(C)
rather than under clause (i) of such paragraph, and the in-
crease becoming effective under paragraph (2) in such year was
accordingly determined on the basis of the wage increase per-
centage rather than the CPI increase percentage (or there was
no such increase becoming effective under paragraph (2) in that
year because the wage increase percentage was less than 8 per-
cent), and

"(ii) for any subsequent calendar year in which an increase
under paragraph (2) becomes effective the OASDI fund ratio is
greater than 32.0 percent,

then each of the amounts described in subdivisions (I), (II), and (III)
of paragraph (2)(A)(ii), as increased under paragraph (2) effective
with the month of December in such subsequent calendar year, shall
be further increased (effective with such month) by an additional
percentage, which shall be determined under subparagraph (B) and
shall apply as provided in subparagraph (C).

"(B) The applicable additional percentage by which the amounts
described in subdivisions (I), (II), and (III) of paragraph (2)(A)(ii) are
to be further increased under subparagraph (A) in the subsequent
calendar year involved shall be the amount derived by—

"(i) subtracting (I) the compounded percentage benefit in-
creases that were actually paid under paragraph (2) and this
paragraph from (II) the compounded percentage benefit in-
creases that would have been paid if all increases under para-
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graph (2) had been made on the basis of the CPI increase per-
cent age,

"(ii) dividing the difference by the sum of the compounded
percentage in subdivision (I) and 100 percent, and

"(iii) multiplying such quotient by 100 and .rounding to the
nearest one-tenth of 1 percent,

with the compounded increases referred to in subdivisions (I) and
(II) being measured—

"(iv) in the case of amounts described in subdivision (I) of
paragraph (2)(A)(ii), over the period beginning with the calen-
dar year in which monthly benefits described in such subdivi-
sion were first increased on the basis of the wage increase per-
centage and ending with such subsequent calendar year, and

"(v) in the case of amounts described in subdivisions (II) and
(III) of paragraph (2)(A)(ii), over the period beginning with the
calendar year in which the individual whose primary insurance
amount is increased under such subdivision (II) initially
became eligible for an old-age or disability insurance benefit, or
died before becoming so eligible, and ending with such subse-
quent calendar year;

except that if the Secretary determines in any case that the applica-
tion (in accordance with subparagraph (C)) of the additional per-
centage as computed under the preceding provisions of this subpara-
graph would cause the OASDI fund ratio to fall below 32.0 percent
in the calendar year immediately following such subsequent year, he
shall reduce such applicable additional percentage to the extent nec-
essary to ensure that the OASDI fund ratio will remain at or above
32.0 percent through the end of such following year.

"(C) Any applicable additional percentage increase in an amount
described in subdivision (I), (II), or (III) of paragraph (2)(AXii), made
under this paragraph in any calendar year, shall thereafter be treat-
ed for all the purposes of this Act as a part of the increase made in
such amount under paragraph (2) for that year. ".

(d)(1) Section 215(i)(2)(C) of such Act is amended by adding at the
end thereof the following new clause:

"(iii) The Secretary shall determine and promulgate the OASDI
fund ratio and the SSA wage index for each calendar year before
November 1 of that year, based upon the most recent data then
available, and shall include a statement of such fund ratio and
wage index (and of the effect such ratio and the level of such index
may have upon benefit increases under this subsection) in any noti-
fication made under clause (ii) and any determination published
under subparagraph (D). ".

(2) Section 215(i)(4) of such Act (as amended by section 111(b)(1) of

this Act) is further amended by striking out "section 111(b)(2)" and
inserting in lieu thereof "sections 111(b)(2) and 112".

(e) The amendments made by the preceding provisions of this sec-
tion shall apply with respect to monthly benefits under title II of
the Social Security Act for months after December 1984.

(f) Notwithstanding anything to the contrary in section 215(i)(1)(F)
of the Social Security Act (as added by subsection (a)(4) of this sec-
tion), the combined balance in the Trust Funds which is to be used
in determining the "OASDI fund ratio" with respect to the calendar
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year 1985 under such section shall be the estimated combined bal-
ance in such Funds as of the close of that year (rather than as of its
beginning), including the taxes transferred under section 201(a) on
the first day of the year following that year.

ELIMINATION OF WINDFALL BENEFITS FOR INDIVIDUALS RECEIVING
PENSIONS FROM NONCOVERED EMPLOYMENT

SEC. 113. (a) Section 215(a) of the Social Security Act is amended
by adding at the end thereof the following new paragraph:

"(7)(A) In the case of an individual whose primary insurance
amount would be computed under paragraph (1) of this subsection,
who-'-

"(i) attains age 62 after 1985 (except where he or she became
entitled to a disability insurance benefit before 1986 and re-
mained so entitled in any of the 12 months immediately preced-
ing his or her attainment of age 62), or

"(ii) would attain age 62 after 1985 and becomes eligible for a
dthability insurance benefit after 1985,

and who first becomes eligible after 1985 for a monthly periodic
payment (including a payment determined under subparagraph (C),
but excluding a payment under the Railroad Retirement Act of 1974
or 1937) which is based in whole or in part upon his or her earnings
for service which did not constitute 'employment' as defined in sec-
tion 210 for purposes of this title (hereafter in this paragraph and
in subsection (d)(5) referred to as 'noncovered service 2, the primary
insurance amount of that individual during his or her concurrent
entitlement to such monthly periodic payment and to old-age or dis-
ability insurance benefits shall be computed or recomputed under
subparagraph (B) with respect to the initial month in which the in-
dividual becomes eligible for such benefits.

"(B)(i) If paragraph (1) of this subsection would apply to such an
individual (except for subparagraph (A) of this paragraph), there
shall first be computed an amount equal to the individual's pri-
mary insurance amount under the preceding paragraphs of this sub-
section, except that for purposes of such computation the percentage
of the individual average indexed monthly earnings established by
subparagraph (A)(i) of paragraph (1) shall be the percent specified in
clause (ii). There shall then be computed (without regard to this
paragraph) a second amount, which shall be equal to the individ-
ual primary insurance amount under the preceding paragraphs of
this subsection, except that such second amount shall be reduced by
an amount equal to one-half of the portion of the monthly periodic
payment which is attributable to noncovered service performed after
1956 (with such attribution being based on the proportionate
number of years of such noncovered service) and to which the indi-
vidual is entitled (or is deemed to be entitled) for the initial month
of his or her eligibility for old-age or disability insurance benefits.
The individual's primary insurance amount shall be the larger of
the two amounts computed under this subparagraph (before the ap-
plication of subsection (i)) and shall be deemed to be computed
under paragraph (1) of this subsection for the purpose of applying
other provisions of this title.
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"(ii) For purposes of clause (i), the percent specified in this clause
is—

"(I) 80.0 percent with respect to individuals who initially
become eligible for old-age or disability insurance benefits in
1986;

"(II) 70.0 percent with respect to individuals who so become
eligible in 1987;

"(III) 60.0 percent with respect to individuals who so become
eligible in 1988;

"(IV) 50.0 percent with respect to individuals who so become
eligible in 1989; and

"(V) 40.0 percent with respect to individuals who so become
eligible in 1990 or thereafter.

"(C)(i) Any periodic payment which otherwise meets the require-
ments of subparagraph (A), but which is paid on other than a
monthly basis, shall be allocated on a basis equivalent to a monthly
payment (as determined by the Secretary), and such equivalent
monthly payment shall constitute a monthly periodic payment for
purposes of this paragraph.

"(ii) In the case of an individual who has elected to receive a peri-
odic payment that has been reduced so as to provide a survivors
benefit to any other individual, the payment shall be deemed to be
increased (for purposes of any computation under this paragraph or
subsection (d)(5)) by the amount of such reduction.

"(iii) If an individual to whom subparagraph (A) applies is eligi-
ble for a periodic payment beginning with a month that is subse-
quent to the month in which he or she becomes eligible for old-age
or disability insurance benefits, the amount of that payment (for
purposes of subparagraph (B)) shall be deemed to be the amount to
which he or she is, or is deemed to be, entitled (subject to clauses (i),
(ii), and (iv) of this subparagraph) in such subsequent month.

"(iv) For purposes of this paragraph, the term 'periodic payment'
includes a payment payable in a lump sum if it is a commutation
of or a substitute for, periodic payments.

"(D) This paragraph shall not apply in the case of an individual
who has 30 years or more of coverage (as defined in paragraph
(1)(C)(ii)). In the case of an individual who has more than 24 years
of coverage but less than 30 years of coverage (as so defined), the
percent specified in the applicable subdivision of subparagraph
(B)(ii) shall (if such percent is smaller than the percent specified in
whichever of the following clauses applies) be deemed to be—

"(1) 80 percent, in the case of an individual who has 29 of
such years of coverage;

"(ii) 70 percent, in the case of an individual who has 28 of

such years;
"(iii) 60 percent, in the case of an individual who has 27 of

such years; and
"(iv) 50 percent, in the case of an individual who has 26 of

such years.

"(E) This paragraph shall not apply in the case of an individual
who on January 1, 1984—

"(i) is an employee performing service to which social security
coverage is extended on that date solely by reason of the amend-
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ments made by section 101 of the Social Security Amendments
of 1983; or

"(ii) is an employee of a nonprofit organization which (on De-
cember 31, 1983) did not have in effect a waiver certificate
under section 3121(k) of the Internal Revenue Code of 1954 and
to the employees of which social security coverage is extended
on that date solely by reason of the amendments made by sec-
tion 102 of that Act, unless social security coverage had previ-
ously extended to service performed by such individual as an
employee of that organization under a waiver certificate which
was subsequently (prior to December 31, 1983) terminated. ".

(b) Section 215(d) of such Act is amended by adding at the end
thereof the following new paragraph:

"(5) In the case of an individual whose primary insurance amount
is not computed under paragraph (1) of subsection (a) by reason of
paragraph (4)(B)(ii) of that subsection, who—

"(A) attains age 62 after 1985 (except where he or she became
entitled to a disability insurance benefit before 1986, and re-
mained so entitled in any of the 12 months immediately preced-
ing his or her attainment of age 62), or

"(B) would attain age 62 after 1985 and becomes eligible for a
disability insurance benefit after 1985, and who first becomes
eligible after 1985 for a monthly periodic payment (including a
payment determined under subsection (a)(7)(C), but excluding a
payment under the Railroad Retirement Act of 1974 or 1937)
which is based (in whole or in part) upon his or her earnings in
noncovered service, the primary insurance amount of such indi-
vidual during his or her concurrent entitlement to such month-
ly periodic payment and to old-age or disability insurance bene-
fits shall be the primary insurance amount computed or recom-
puted under this subsection (without regard to this paragraph
and before the application of subsection (i)) reduced by an
amount equal to the smaller of—

"(i) one-half of the primary insurance amount (computed
without regard to this paragraph and before the applica-
tion of subsection (i)), or

"(ii) one-half of the portion of the monthly periodic pay-
ment (or payment determined under subsection (a)(7)(C))
which is attributable to noncovered service performed after
1956 (with such attribution being based on the proportion-
ate number of years of such noncovered service) and to
which that individual is entitled (or is deemed to be enti-
tled) for the initial month of his or her eligibility for old-
age or disability insurance benefits.

This paragraph shall not apply in the case of any individual to
whom subsection (a)(7) would not apply by reason of subparagraph
(E) or the first sentence of subparagraph (D) thereof

(c) Section 215(f) of such Act is amended by adding at the end
thereof the following new paragraph:

"(9)(A) In the case of an individual who becomes entitled to a pe-
riodic payment determined under subsection (a)(7)(A) (including a
payment determined under subsection (a)(7)(C)) in a month subse-
quent to the first month in which he or she becomes entitled to an
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old-age or disability insurance benefit, and whose primary insur-
ance amount has been computed without regard to either such sub-
section or subsection (d)(5), such individual's primary insurance
amount shall be recomputed, in accordance with either such subsec-
tion or subsection (d)(5), as may be applicable, effective with the
first month of his or her concurrent entitlement to such benefit and
such periodic payment.

"(B) If an individual s primary insurance amount has been com-
puted under subsection (a)(7) or (d)(5), and it becomes necessary to
recompute that primary insurance amount under this subsection—

"(i) so as to increase the monthly benefit amount payable
with respect to such primary insurance amount (except in the
case of the individual s death), such increase shall be deter-
mined as though such primary insurance amount had initially
been computed without regard to subsection (a)(7) or (d)(5), or

"(ii) by reason of the individual's death, such primary insur-
ance amount shall be recomputed without regard to (and as
though it had never been computed with regard to) subsection
(aX7) or (d)(5). ".

(d) Sections 202(e)(2) and 202(f)(3) of such Act are each amended
by striking out "section 215(f)(5) or (6)" wherever it appears and in-
serting in lieu thereof "section 215(f)(5), 215(f)(6), or 215(f)(9)(B)"

INCREASE IN OLD-AGE INSURANCE BENEFIT AMOUNTS ON ACCOUNT OF
DELA YED RETIREMENT

SEC. 114. (a) Section 202(w)(1)(A) of the Social Security Act is
amended to read as follows:

"(A) the applicable percentage (as determined under para-
graph (6)) of such amount, multiplied by'

(b) Section 202(w) of such Act is further amended by adding at the
end thereof the following new paragraph:

"(6) For purposes of paragraph (1)(A), the 'applicable percentage'
is—

"(A) '/2 of 1 percent in the case of an individual who first be-
comes eligible for an old-age insurance benefit in any calendar
year before 1979;

"(B) '4 of 1 percent in the case of an individual who first be-
comes eligible for an old-age insurance benefit in any calendar
year after 1978 and before 1987;

"(C) in the case of an individual who first becomes eligible
for an old-age insurance benefit in a calendar year after 1986
and before 2005, a percentage equal to the applicable percentage
in effect under this paragraph for persons who first became eli-
gible for an old-age insurance benefit in the preceding calendar
year (as increased pursuant to this subparagraph), plus '/ of 1
percent if the calendar year in which that particular individual
first becomes eligible for such benefit is not evenly divisible by
2; and

"(D) % of 1 percent in the case of an individual who first be-
comes eligible for an old-age insurance benefit in a calendar
year after 2004. ".
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PART C—REVENUE PROVISIONS

SEC. 121. TAXATION OF SOCIAL SECURITY AND TIER 1 RAILROAD RETIRE-
MENT BENEFITS.

(a) GENERAL RULE.—Part II of subchapter B of chapter 1 of the
Internal Revenue Code of 1954 (relating to amounts specifically in-
cluded in gross income) is amended by redesignating section 86 as
section 87 and by inserting after section 85 the following new sec-
tion:
"SEC. 86. SOCIAL SECURITY AND TIER 1 RAILROAD RETIREMENT BENEFITS.

"(a) IN GENERAL. —Gross income for the taxable year of any tax-
payer described in subsection (b) includes social security benefits in
an amount equal to the lesser of—

"(1) one-half of the social security benefits received during the
taxable year, or

"(2) one-half of the excess described in subsection (b)(1).
"(b) TAXPAYERS TO WHOM SUBSECTION (a) APPLIES.—

"(1) IN GENERAL. —A taxpayer is described in this subsection
if—

"(A) the sum of—
"(i) the modified adjusted gross income of the tax-

payer for the taxable year, plus
"(ii) one-half of the social security benefits received

during the taxable year, exceeds
"(B) the base amount.

"(2) MODIFIED ADJUSTED GROSS INCOME.—For purposes of this
subsection, the term 'modified adjusted gross income' means ad-
justed rross income—

'(A) determined without regard to this section and sec-
tions 221 911, 931, and 933, and

"(B) increased by the amount of interest received or ac-
crued by the taxpayer during the taxable year which is
exempt from tax.

"(c) BASE AMOUNT.—FOr purposes of this section, the term 'base
amount' means—

"(1) except as otherwise provided in this subsection, $25,000,
"(2) $32,000, in the case of a joint return, and
"(3) zero, in the case of a taxpayer who—

"(A) is married at the close of the taxable year (within
the meaning of section 143) but does not file a joint return
for such year, and

"(B) does not live apart from his spouse at all times
during the taxable year.

"(d) SOCIAL SECURITY BENEFIT.—
"(1) IN GENERAL.—For purposes of this section, the term

'social security benefit' means any amount received by the tax-
payer by reason of entitlement to—

"(A) a monthly benefit under title II of the Social Secu-
rity Act, or

"(B) a tier 1 railroad retirement benefit.
For purposes of the preceding sentence, the amount received
by any taxpayer shall be determined as if the Social Secu-
rity Act did not contain section 203(i) thereof

"(2) ADJUSTMENT FOR REPA YMENTS DURING YEAR. —
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"(A) IN GENERAL.—For purposes of this section, the
amount of social security benefits received during any tax-
able year shall be reduced by any repayment made by the
taxpayer during the taxable year of a social security benefit
previously received by the taxpayer (whether or not such
benefit was received during the taxable year).

"(B) DENIAL OF DEDUCTION.—If (but for this subpara-
graph) any portion of the repayments referred to in subpar-
agraph (A) would have been allowable as a deduction for
the taxable year under section 165, such portion shall be al-
lowable as a deduction only to the extent it exceeds the
social security benefits received by the taxpayer during the
taxable year (and not repaid during such taxable year).

"(3) WORKMEN 'S COMPENSATION BENEFITS SUBSTITUTED FOR
SOCIAL SECURITY BENEFITS.—For purposes of this section, i/ by
reason of section 224 of the Social Security Act (or by reason of
section 3(aXl) of the Railroad Retirement Act of 1974), any
social security benefit is reduced by reason of the receipt of a
benefit under a workmen's compensation act, the term 'social se-
curity benefit' includes that portion of such benefit received
under the workmen's compensation act which equals such re-
duction.

"(4) TIER 1 RAILROAD RETIREMENT BENEFIT.—For purposes of
paragraph (1), the term 'tier 1 railroad retirement benefit'
means a monthly benefit under section 3(a), 4(a), or 4(f) of the
Railroad Retirement Act of 1974.

"(e) LIMITATION ON AMOUNT INCLUDED WHERE TAXPAYER RE-
CEIVES LUMP-SUM PAYMENT.—

"(1) LIMITATION. —If—
"(A) any portion of a lump-sum payment of social secu-

rity benefits received during the taxable year is attributable
to prior taxable years, and

"(B) the taxpayer makes an election under this subsection
for the taxable year,

then the amount included in gross income under this section for the
taxable year by reason of the receipt of such portion shall not exceed
the sum of the increases in gross income under this chapter for prior
taxable years which would result solely from taking into account
such portion in the taxable years to which it is attributable.

"(2) SPECIAL RULES.—
"(A) YEAR TO WHICH BENEFIT ATTRIBuTABLE.—For pur-

poses of this subsection, a social security benefit is attn but-
able to a taxable year if the generally applicable payment
date for such benefit occurred during such taxable year.

"(B) ELECTION.—An election under this subsection shall
be made at such time and in such manner as the Secretary
shall by regulations prescribe. Such election, once made,
may be revoked only with the consent of the Secretary.

"(f) TREATMENT AS PENSION OR ANNUITY FOR CERTAIN PUR-
POSES. —For purposes of—

"(1) section 43(c)(2) (defining earned income),
"(2) section 219(f)(1) (defining compensation),
"(3) section 221(b)(2) (defining earned income), and
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"(4) section 911(b)(1) (defining foreign earned income),
any social security benefit shall be treated as an amount received as
a pension or annuity."

(b) INFORMATION REP0RTING.—Subpart B of part III of sub-
chapter A of chapter 61 of such Code (relating to information con-
cerning transactions with other persons) is amended by adding at
the end thereof the following new section:
"SEC. 6050F. RETURNS RELATING TO SOCIAL SECURITY BENEFITS.

"(a) REQUIREMENT OF REPORTING.—The appropriate Federal offi-
cial shall make a return, according to the forms and regulations
prescribed by the Secretary, setting fort h—

"(1) the—
"(A) aggregate amount of social security benefits paid

with respect to any individual during any calendar year,
"(B) aggregate amount of social security benefits repaid

by such individual during such calendar year, and
"(C) aggregate reductions under section 224 of the Social

Security Act (or under section ?('a)(l) of the Railroad Retire-
ment Act of L974) in benefits which would otherwise have
been paid to such individual during the calendar year on
account of amounts received under a workmen's compensa-
tion act, and

"(2) the name and address of such individual.
"(b) STATEMENTS To BE FURNISHED To INDIVIDUALS WITH RE-

SPECT To WHOM INFORMATION IS FURNISHED.—E very person
making a return under subsection (a) shall furnish to each individ-
ual whose name is set forth in such return a written statement
showinq—

'(1) the name of the agency making the payments, and
"(2) the aggregate amount of payments, of repayments, and of

reductions, with respect to the individual as shown on such
return.

The written statement required under the preceding sentence shall
be furnished to the individual on or before January il of the year
following the calendar year for which the return under subsection
(a) was made.

"(c) DEFINITI0NS.—For purposes of this section—
"(1) APPROPRIATE FEDERAL OFFICIAL. —The term 'appropriate

Federal official' means—
"(A) the Secretary of Health and Human Services in the

case of social security benefits described in section
86(d)(1XA), and

"(B) the Railroad Retirement Board in the case of social
security benefits described in section 86(d)(1)(B).

"(2) SOCIAL SECURITY BENEFIT.—The term 'social security
benefit' has the meaning given to such term by section 86(d)(1)."

(c) TREATMENT OF NONRESIDENT ALIENS.—
(1) AMENDMENT OF SECTION 871q'a).—Subsection (a) of section

871 of such Code (relating to tax on income not connected with
United States business) is amended by adding at the end there-
of the following new paragraph:

"6V TAXATION OF SOCIAL SECURITY BENEFITS.—FOr purposes of
this section and section 1441—
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"(A) one-half of any social security benefit (as defined in
section 86(d)) shall be included in gross income, and

"(B) section 86 shall not apply."
(2) AMENDMENT OF SECTION 1441.—Section 1441 of such Code

(relating to withholding of tax on nonresident aliens) is amend-
ed by adding at the end thereof the following new subsection:

"(g) CROSS REFERENCE.—

"For provision treating one-half of social security benefits as subject to
withholding under this section, see section 871(a)(3)."
() DISCLOSURE OF INFORMATION TO SOCIAL SECURITY ADMINIS-

TRATION OR RAILROAD RETIREMENT BOARD.—
(A) IN GENERAL.—Subsection (h) of section 61O' of such

Code (relating to disclosure to certain Federal officers and
employees for purposes of tax administration, etc.) is
amended by adding at the end thereof the following new
paragraph:

"(6) WITHHOLDING OF TAX FROM SOCIAL SECURITY BENEFITS.—
Upon written request of the payor agency, the Secretary may
disclose available return information from the master files of
the Internal Revenue Service with respect to the address and
status of an individual as a nonresident alien or as a citizen or
resident of the United States to the Social Security Administra-
tion or the Railroad Retirement Board (whichever is appropri-
ate) for purposes of carrying out its responsibilities for with-
holding tax under section 1441 from social security benefits (as
defined in section 86(d))."

(B) CONFORMING AMENDMENT.—Paragraph (4) of section
6lO'(p) of such Code (relating to safeguards) is amended by
inserting "(h)(6)," after "(h)(2),"in the material preceding
subparagraph (A) and in subparagraph (F)(ii), thereof

(C) DISCLOSURE BY FINANCIAL INSTITUTIONS. —Section
11Th' of the Right to Financial Privacy Act of 1978 (92 Stat.
?7O6; 12 US.C. '41V is amended by adding at the end
thereof the following new subsection:

"(k)(1) Nothing in this title shall apply to the disclosure by the
financial institution of the name and address of any customer to
the Department of the Treasury, the Social Security Administration,
or the Railroad Retirement Board, where the disclosure of such in-
formation is necessary to, and such information is used solely for
the purpose of the proper administration of section 1441 of the In-
ternal Revenue Code of 1954, title II of the Social Security Act, or
the Railroad Retirement Act of 1974.

"(2) Notwithstanding any other provision of law, any request au-
thorized by paragraph (1) (and the information contained therein)
may be used by the financial institution or its agents solely for the
purpose of providing the customer's name and address to the De-
partment of the Treasury, the Social Security Administration, or the
Railroad Retirement Board and shall be barred from redisclosure
by the financial institution or its agents."

(d) SOCIAL SECURITY BENEFITS TREATED AS UNITED STATES
S0URCES.—Subsection (a) of section 861 of such Code (relating to
income from sources within the United States) is amended by
adding at the end thereof the following new paragraph:
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"(8) SOCIAL SECURITY BENEFITS.—Any social security benefit
(as defined in section 86(d))."

(e) TRANSFERS TO TRUST FUNDS. —
(1) IN GENERAL.—There are hereby appropriated to each payor

fund amounts equivalent to the aggregate increase in tax liabil-
ities under chapter 1 of the Internal Revenue Code of 1954
which is attributable to the application of sections 86 and
871(aX3) of such Code (as added by this section) to payments
from such payor fund.

(2) TRANSFERS.—The amounts appropriated by paragraph (1)
to any payor fund shall be transferred from time to time (but
not less frequently than quarterly) from the general fund of the
Treasury on the basis of estimates made by the Secretary of the
Treasury of the amounts referred to in such paragraph. Any
such quarterly payment shall be made on the first day of such
quarter and shall take into account social security benefits esti-
mated to be received during such quarter. Proper adjustments
shall be made in the amounts subsequently transferred to the
extent prior estimates were in excess of or less than the amounts
required to be transferred.

(3) DEFINITIONS. —For purposes of this subsection—
(A) PAYOR FUND.—The term "payor fund" means any

trust fund or account from which payments of social secu-
rity benefits are made.

(B) SOCIAL SECURITY BENEFITS.—The term "social secu-
rity benefits" has the meaning given such term by section
86(d)(1) of the Internal Revenue Code of 1954.

(4) REPORTS.—The Secretary of the Treasury shall submit
annual reports to the Congress and to the Secretary of Health
and Human Services and the Railroad Retirement Board on—

(A) the transfers made under this subsection during the
year, and the methodology used in determining the amount
of such transfers and the funds or account to which made,
and

(B) the anticipated operation of this subsection dzzrtrvg
the next 5 years.

(fi TECHNICAL AMENDMENTS. —
(1) Subsection (a) of section 85 of such Code is amended by

striking out "this section," and inserting in lieu thereof "this
section, section 86, ".

(2) Subparagraph (B) of section 128(cX3) of such Code (as in
effect for taxable years beginning after December 31, 1984) is
amended by striking out "85, " and inserting in lieu thereof "85,
86,"

(3) The table of sections for part II of subchapter B of chapter
1 of such Code is amended by striking out, the item relating to
section 86 and inserting in lieu thereof the following:

"Sec. 86. Social security and tier 1 railroad retirement benefits.
"Sec. 87. Alcohol fuel credit."

(4) The table of sections for subpart B of part III of sub-
chapter A of chapter 61 of such Code is amended by adding at
the end thereof the following new item:
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"Sec. 6050F. Returns relating to social security benefits."
(g) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in paragraph (2), the
amendments made by this section shall apply to benefits re-
ceived after December 1, 198i, in taxable years ending after
such date.

(2) TREATMENT OF CERTAIN LUMP-SUM PAYMENTS RECEIVED
AFTER DECEMBER 31, 1983.—The amendments made by this sec-
tion shall not apply to any portion of a lump-sum payment of
social security benefits (as defined in section 86(d) of the Inter-
nal Revenue Code of 1954) received after December 1, 198i, if
the generally applicable payment date for such portion was
before January 1, 1984.

SEC. 122. CREDIT FOR THE ELDERLY AND THE PERMANENTLY AND
TOTALLY DISABLED.

(a) GENERAL RULE.—Section 7 of the Internal Revenue Code of
1954 (relating to credit for the elderly) is amended to read as fol-
lows:
"SEC. 37. CREDIT FOR THE ELDERLY AND THE PERMANENTLY AND

TOTALLY DISABLED.
"(a) GENERAL RULE.—In the case of a qualified individua4 there

shall be allowed as a credit against the tax imposed by this chapter
for the taxable year an amount equal to 15 percent of such individ-
ual's section 7 amount for such taxable year.

'?b) QUALIFIED INDIVIDUAL.—FOr purposes of this section, the
term 'qualified individual' means any individual—

"(1) who has attained age 65 before the close of the taxable
year, or

"(2) who retired on disability before the close of the taxable
year and who, when he retired, was permanently and totally
disabled.

"(c) SECTION 7 AMOUNT. —For purposes of subsection (a)—
"(1) IN GENERAL—An individual's section 7 amount for the

taxable year shall be the applicable initial amount determined
under paragraph (2), reduced as provided in paragraph () and
in subsection (d).

"(2) INITIAL AMOUNT—
"(A) IN GENERAL.—Except as provided in subparagraph

(B), the initial amount shall be—
"(i) $5,000 in the case of a single individual, or a

joint return where only one spouse is a qualified indi-
vidual,

"(ii) $7,500 in the case of a joint return where both
spouses are qualified individuals, or

"(iii) $i',750 in the case of a married individual
filing a separate return.

"(B) LIMITATION IN CASE OF INDIVIDUALS WHO HAVE NOT
ATTAINED AGE 65.—

"(i) IN GENERAL.—In the case of a qualified individ-
ual who has not attained age 65 before the close of the
taxable year, except as provided in clause (ii.), the n-
tial amount shall not exceed the disabihty income for
the taxable year.
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"(ii) SPECIAL RULES IN CASE OF JOINT RETURN.—Ifl
the case of a joint return where both spouses are quali-
fied individuals and at least one spouse has not at-
tained age 65 before the close of the taxable year—

"(I) if both spouses have not attained age 65
before the close of the taxable year, the initial
amount shall not exceed the sum of such spouses'
disability income, or

"(II) if one spouse has attained age 65 before the
close of the taxable year, the initial amount shall
not exceed the sum of $5,000 plus the disability
income for the taxable year of the spouse who has
not attained age 65 before the close of the taxable
year.

"(iii) DISABILITY INCOME.—FOr purposes of this sub-
paragraph, the term 'disability income' means the ag-
gregate amount includable in the gross income of the
individual for the taxable year under section 72 or
105(a) to the extent such amount constitutes wages (Or

payments in lieu of wages) for the period during which
the individual is absent from work on account of per-
manent and total disability.

"(3) RED UCTION.—
"(A) IN GENERAL.—The reduction under this paragraph

is an amount equal to the sum of the amounts received by
the individual (or, in the case of a joint return, by either
spouse) as a pension or annuity or as a disability benefit—

"(i) which is excluded from gross income and payable
under—

"(I) title II of the Social Security Act,
"(II) the Railroad Retirement Act of 1974, or
"(III) a law administered by the Veterans' Ad-

ministration, or
"(ii) which is excluded from gross income under any

provision of law not contained in this title.
No reduction shall be made under clause (i) (III) for any amount de.
scribed in section 104(a)(4).

"(B) TREATMENT OF CERTAIN WORKMEN'S COMPENSATION
BENEFITS. —For purposes of subparagraph (A), any amount
treated as a social security benefit under section 86(d)(3)
shall be treated as a disability benefit received under title
II of the Social Security Act.

"(d) LIMITATIONS.—
"(1) ADJUSTED GROSS INCOME LIMITATION.—If the adjusted

gross income of the taxpayer exceeds—
"(A) $7,500 in the case of a single individual,
"(B) $10,000 in the case of a joint return, or
"(C) $5,000 in the case of a married individual filing a

separate return,
the section 37 amount shall be reduced by one-half of the excess
of the adjusted gross income over $7,500, $10,000, or $5,000, as
the case may be.
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"(2) LIMITATION BASED ON AMOUNT OF TAX.—The amount of
the credit allowed by this section for the taxable year shall not
exceed the amount of the tax imposed by this chapter for such
taxable year.

"(e) DEFINITIONS AND SPECIAL RULES.—FOr purposes of this sec-
tion—

"(1) MARRIED COUPLE MUST FILE JOINT RETURN.—Except in
the case of a husband and wife who live apart at all times
during the taxable year, if the taxpayer is married at the close
of the taxable year, the credit provided by this section shall be
allowed only if the taxpayer and his spoise file a joint return
for the taxable year.

"('2) MARITAL STATUS.—Marital status shall be determined
under section 143.

"(3) PERMANENT AND TOTAL DISABILITY DEFINED.—An indi-
vidual is permanently and totally disabled if he is unable to
engage in any substantial gainful activity by reason of any
medically determinable physical or mental impairment which
can be expected to result in death or which has lasted or can be
expected to last for a continuous period of not less than 12
months. An individual shall not be considered to be permanent-
ly and totally disabled unless he furnishes proof of the exist-
ence thereof in such form and manner, and at such times, as
the Secretary may require.

'Yf) NONRESIDENT ALIEN INELIGIBLE FOR CREDIT.—NO credit shall
be allowed under this section to any nonresident alien."

(b) REPEAL OF EXCLUSION FOR CERTAIN DISABILITY PAYMENTS.—
Subsection (d) of section 105 of such Code (relating to certain dis-
ability payments) is hereby repealed.

(c) CONFORMING AMENDMENTS. —
(1) Sections 41(b)(2), 44A(b)(2), 46('a)(4XB), 53(aX2), and 904(g)

of such Code are each amended by striking out "relating to
credit for the elderly" and inserting in lieu thereof "relating to
credit for the elderly and the permanently and totally dis-
abled ".

(2) Subsection (a) of section 85 of such Code is amended by
striking out ", section 105(d),".

(3) Subparagraph (B) of section 128(c)(3) of such Code (as in
effect for taxable years beginnin after December 31, 1984) is
amended by striking out "105(d),'.

(4) Paragraph (3) of section 403(b) of such Code is amended by
striking out "sections 105(d) and 911" and inserting in lieu
thereof "section 911 ".

(5) Clause (i) of section 415(c)(3)(C) of such Code is amended
by striking out 'section 105(d)(4)" and inserting in lieu thereof
'section 37(e)(3)'

(6) Paragraph (6) of section 7871(a) of such Code is amended
by striking out subparagraph (A), and by redesignating subpara-
graphs (B), (C), and (D) as subparagraphs (A), (B), and (C), re-
spectively.

(7) The table of sections for subpart A of part IV of sub-
chapter A of chapter 1 of such Code is amended by striking out
the item relating to section 37 and inserting in lieu thereof the
following:
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"Sec. 37. Credit for the elderly and the permanently and totally disabled."

(d) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendments made by this section shall

apply to taxable years beginning after December 31, 1983.
(2) TRANSITIONAL RULE.—If an individual's annuity starting

date was deferred under section 105(d)(6) of the Internal Reve-
nue Code of 1954 (as in effect on the day before the date of the
enactment of this section), such deferral shall end on the first
day of such individual's first taxable year beginning after De-
cember 31, 1983.

SEC. 123. ACCELERATION OF INCREASES IN FICA TAXES; 1984 EMPLOYEE
TAX CREDIT.

(a) ACCELERATION OF INCREASES IN FICA TAXES. —

(1) TAX ON EMPLOYEES.—SubsectiOn (a) of section 3101 of the
Internal Revenue Code of 1954 (relating to rate of tax on em-
ployees for old-age, survivors, and disability insurance) is
amended by striking out paragraphs (1) through (7) and insert-
ing in lieu thereof the following:

"In cases of wages The rate
received during: shall be:

1984, 1985, 1986, or 1987 5.7 percent
1988 or 1989 6.06 percent
1990 or thereafter 6.2 percent."

(2) EMPLOYER TAX.—Subsection (a) of section 3111 of such
Code is amended by striking out paragraphs (1) through (7) and
inserting in lieu thereof the following:

'1n cases of wages The rate
paid during: shall be:

1984, 1985, 1986, or 1987 5.7 percent
1988 or 1989 6.06 percent
1990 or thereafter 6.2 percent."

(3) EFFECTIVE DATE.—The amendments made by this subsec-
tion shall apply to remuneration paid after December 31, 1983.

(b) 1984 EMPLOYEE TAX CREDIT.—
(1) IN GENERAL.—Chapter 25 of such Code is amended by

adding at the end thereof the following new section:
"SEC. 3510. CREDIT FOR INCREASED SOCIAL SECURITY EMPLOYEE TAXES

AND RAILROAD RETIREMENT TIER 1 EMPLOYEE TAXES IM
POSED DURING 1984.

"(a) GENERAL RULE.—There shall be allowed as a credit against
the tax imposed by section 3101(a) on wages received during 1984 an
amount equal to of 1 percent of the wages so received.

"(b) TIME CREDIT ALLOWED.—The credit under subsection (a)
shall be taken into account in determining the amount of the tax
deducted under section 31 02(a).

"(c) WAGES.—FOr purposes of this section, the term 'wages' has the
meaning given to such term by section 3121(a).

"(d) APPLICATION TO AGREEMENTS UNDER SECTION 218 OF THE
SOCIAL SECURITY ACT.—FOr purposes of determining amounts equiv-
alent to the tax imposed by section 31 01 (a) with respect to remunera-
tion which—

"(1) is covered by an agreement under section 218 of the
Social Security Act, and

"(2) is paid during 1984,
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the credit allowed by subsection (a) shall be taken into account. A
similar rule shall also apply in the case of an agreement under sec-
tion 3121(l).

"(e) CREDIT AGAINST RAILROAD RETIREMENT EMPLOYEE AND EM-
PLOYEE REPRESENTATIVE TAXES. —

"(1) IN GENERAL.—There shall be allowed as a credit against
the taxes imposed by sections 3201(a) and 3211(a) on compensa-
tion paid during 1984 and subject to such taxes at rates deter-
mined by reference to section 3101 an amount equal to of 1
percent of such compensation.

"(2) TIME CREDIT ALLOWED.—The credit under paragraph (1)
shall be taken into account in determining the amount of the
tax deducted under section 3202(a) (or the amount of the tax
under section 3211(a)).

"(3) COMPENSATION.—FOr purposes of this subsection, the
term 'compensation' has the meaning given to such term by sec-
tion 3231(e).

"(f) COORDINATION WITH SECTION 6413(c).—For purposes of sub-
section (c) of section 6413, in determining the amount of the tax im-
posed by section 3101 or 3201, any credit allowed by this section
shall be taken into account."

(2) CLERICAL AMENDMENT.—The table of sections for chapter
25 of such Code is amended by adding at the end thereof the
following new item.

"Sec. 3510. Credit for increased social security employee taxes and
railroad retirement tier 1 employee taxes imposed
during 1984."

(3) EFFECTIVE DATE.—The amendments made by this subsec-
tion shall apply to remuneration paid during 1984.

(4) DEPOSITS IN SOCIAL SECURITY TRUST FUNDS.—For purposes
of subsection (h) of section 218 of the Social Security Act (relat-
ing to deposits in social security trust funds of amounts received
under section 218 agreements), amounts allowed as a credit pur-
suant to subsection (d) of section 3510 of the Internal Revenue
Code of 1954 (relating to credit for remuneration paid during
1984 which is covered under an agreement under section 218 of
the Social Security Act) shall be treated as amounts received
under such an agreement.

(5) DEPOSITS IN RAILROAD RETIREMENT ACCOUNT. —For pur-
poses of subsection (a) of section 15 of the Railroad Retirement
Act of 1974, amounts allowed as a credit under subsection (e) of
section 3510 of the Internal Revenue Code of 1954 shall be treat-
ed as amounts covered into the Treasury under subsection (a) of
section 3201 of such Code.

SEC. 124. TAXES ON SELF-EMPLOYMENT INCOME; CREDIT A GA INST SUCH
TAXES FOR YEARS BEFORE 1990; DEDUCTION OF SUCH TAXES
FOR YEARS AFTER 1989.

(a) INCREASE IN RATES.—Subsections (a) and (b) of section 1401 of
the Internal Revenue Code of 1954 (relating to rates of tax on self-
employment income) are amended to read as follows:

"(a) OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE.—In addi-
tion to other taxes, there shall be imposed for each taxable year, on
the self-employment income of every individual, a tax equal to the
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following percent of the amount of the self-employment income for
such taxable year:

In the case of a taxable year Per-

Beginning after: And before: cent:

December 31, 1983 January 1, 1988 11.40

December 31, 1987 January 1, 1990 12.12

December 31, 1989 12.40

'Yb) HOSPITAL INSURANcE.—In addition to the tax imposed by the
preceding subsection, there shall be imposed for each taxable year,
on the self-employment income of every individual, a tax equal to
the following percent of the amount of the self-employment income
for such taxable year:

In the case of a taxable year Per-

Beginning afti And before: cent:

December 31, 1983 January 1, 1985 2.60

December 31, 1984 January 1, 1986 2.70

December 31, 1985 2.90."

(b) CREDIT FOR YEARS BEFORE 1990 AGAINST SELF-EMPLOYMENT
TAxES.—Section 1401 of such Code is amended by redesignating sub-
section (c) as subsection (d) and by inserting after subsection (b) the
following new subsection:

"(c) CREDIT AGAINST TAXES IMPOSED BY THIS SEcTIoN.—
"(1) IN GENERAL.—In the case of a taxable year beginning

before 1990, there shall be allowed as a credit against the taxes
imposed by this section for any taxable year an amount equal to
the applicable percentage of the self-employment income of the
individual for such taxable year.

"(2) APPLICABLE PERCENTAGE—For purposes of paragraph (1),
the applicable percentage shall be determined in accordance
with the following table:

'In the case of taxable The applicable
years beginning in: percentage is:

1984 2.7
1985 2.3
1986, 1.987, 1.988, or 1989 2.0."

(c) ALLOWANCE OF DEDUCTION FOR YEARS A'ER 1989 FOR ONE-
HALF OF TAXES ON SELF-EMPLOYMENT INCOME. —

(1) IN GENERAL.—Section 164 of such Code (relating to deduc-
tion for taxes) is amended by redesignating subsection (j9 as sub-
section (g) and by inserting after subsection (e) the following
new subsection:

"(f) DEDUCTION FOR ONE-HALF OF SELF-EMPLOYMENT TAXES. —
"(1) IN GENERAL.—In the case of an individual, in addition to

the taxes described in subsection (a), there shall be allowed as a
deduction for the taxable year an amount equal to one-half of
the taxes imposed by section 1401 for such taxable year.
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"(2) DEDUCTION TREATED AS ATTRIBUTABLE TO TRADE OR BUSI-
NESS.—For purposes of this chapter, the deduction allowed by
paragraph (1) shall be treated as attributable to a trade or busi-
ness carried on by the taxpayer which does not consist of the
performance of services by the taxpayer as an employee."

(2) ALTERNATIVE DEDUCTION ALLOWED IN COMPUTING SELF-EM-
PLOYMENT TAxES.—Subsection (a) of section 1402 of such Code
(defining net earnings from self-employment) is amended by
striking out "and" at the end of paragraph (11), by redes-
ignating paragraph (12) as paragraph (13), and by inserting
after paragraph (11) the following new paragraph:

"(12) in lieu of the deduction provided by section 164(f) (relat-
ing to deduction for one-half of self-employment taxes), there
shall be allowed a deduction equal to the product of—

"(A) the taxpayer's net earnings from self-employment for
the taxable year (determined without regard to this para-
graph), and

"(B) one-half of the sum of the rates imposed by subsec-
tions (a) and (b) of section 1401 for such year; and":

(3) Conforming amendment to Social Security Act.—Subsec-
tion (a) of section 211 of the Social Security Act is amended by
striking out "and" at the end of paragraph (10), by redes-
ignating paragraph (11) as paragraph (12), and by inserting
after paragraph (10) the following new paragraph:

"(11) In lieu of the deduction provided by section 164(f) of the
Internal Revenue Code of 1D54 (relating to deduction for one-
half of self-employment taxes), there shall be allowed a deduc-
tion equal to the product of—

"(A) the taxpayer's net earnings from self-employment for
the taxable year (determined without regard to this para-
graph), and

"(B) one-half of the sum of the rates imposed by subsec-
tion, (a) and (b) of section 1401 of such Code for such year;
and.

(4) Section 164(f) deduction taken into account in computing
earned income. —

(A) Subparagraph (A) of section 401(c)(2) of such Code (de-
fining earned income) is amended by striking out "and" at
the end of clause (iv), by striking out the period at the end
of clause (v) and inserting in lieu thereof ", and' and by
inserting after clause (v) the following new clause:

"(vi) with regard to the deduction allowed to the tax-
payer by section 164(f)."

(B) Clause (ii) of section 43(c) (2) (A ) of such Code is
amended by inserting before the period ", but such net
earnings shall be determined with regard to the deduction
allowed to the taxpayer by section 164(f)"

(5) CONFORMING AMENDMENT.—Subsection (a) of section 275
of such Code (relating to denial of deduction for certain taxes)
is amended by adding at the end thereof the following new sen-
tence:

"Paragraph (1) shall not apply to any taxes to the extent such taxes
are allowable as a deduction under section 164(/)."
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(d) EFFECTIVE DATES.—
(1) IN GENERAL.—EXCept as provided in paragraph (2), the

amendments made by this section shall apply to taxable years
beginning after December Si, 1985.

(2) SUBSECTION (c).—The amendments made by subsection (c)
shall apply to taxable years beginning after December 51, 1989.

SEC. 125. TREA TMENT OF CERTAIN FACULTY PRACTICE PLANS.
(a) GENERAL RULE.—FOr purposes of subsection (s) of section 5121

of the Internal Revenue Code of 1954 (relating to concurrent employ-
ment by 2 or more employers)—

(1) the following entities shall be deemed to be related corpo-
rations:

(A) a State university which employs health professionals
as faculty members at a medical school, and

(B) a faculty practice plan described in section 501(c)(S) of
such Code and exempt from tax under section 501(a) of
such Code—

(i) which employs faculty members of such medical
school, and

(ii) 50 percent or more of the employees of which are
concurrently employed by such medical school; and

(2) remuneration which is disbursed by such faculty practice
plan to a health professional employed by both such entities
shall be deemed to have been actually disbursed by such univer-
sity as a common paymaster and not to have been actually dis-
bursed by such faculty practice plan.

(b) EFFECTIVE DATE.—The provisions of subsection (a) shall apply
to remuneration paid after December 51, 1985.

ALLOCATIONS TO DISABILITY INSURANCE TRUST FUND

SEC. 125. (a) Section 201(b)(1) of the Social Security Act is amend-
ed by striking out clauses (K) through (M) and inserting in lieu
thereof the following: "(K) 1.65 per centum of the wages (as so de-
fined) paid after December 51, 1981, and before January 1, 1985,
and so reported, (L) 1.25 per centum of the wages (as so defined)
paid after December 51, 1982, and before January 1, 1984, and so
reported, (M) 1.00 per centum of the wages (as so defined) paid after
December 51, 1985, and before January 1, 1988, and so reported, (N)
1.06' per centum of the wages (as so defined) paid after December 51,
1987, and before January 1, 1990, and so reported, (0) 1.20 per
centum of the wages (as so defined) paid after December 51, 1989,
and before January 1, 2000, and so reported, and (F) 1.42 per centum
of the wages (as so defined) paid after December 51, 1999, and so
reported, ".

(b) Section 201(b)(2) of such Act is amended by striking out clauses
(K) through (M) and inserting in lieu thereof the following: "(K)
1.2S75 per centum of the amount of self-employment income (as so
defined) so reported for any taxable year beginning after December
51, 1981, and before January 1, 198S, (L) 0.9S75 per centum of the
amount of self-employment income (as so defined) so reported for
any taxable year beginning after December 51, 1982, and before Jan-
uary 1, 1984, (M) 1.00 per centum of the amount of self-employment
income (as so defined) so reported for any taxable year beginning
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after December 31, 1983, and before January 1, 1988, (N) 1.06 per
centum of the self-employment income (as so defined) so reported for
any taxable year beginning after December 31, 1987, and before Jan-
uary 1, 1990, (0) 1.20 per centum of the amount of self-employment
income (as so defined) so reported for any taxable year beginning
after December 31, 1989, and before January 1, 2000, and (P) 1.42
per centum of the self-employment income (as so defined) so reported
for any taxable year begining after December 31, 1999, ".

PART D—BENEFITS FOR CERTAIN SURVIVING, DIVORCED, AND
DISABLED SPOUSES

BENEFITS FOR SURVIVING DIVORCED SPOUSES AND DISABLED WIDOWS
AND WIDOWERS WHO REMARRY

SEC. 131. (a)(1) Section 202(e)(3) of the Social Security Act is re-
pealed.

(2) Section 202(e)(4) of such Act is amended to read as follows:
"(4) For purposes of paragraph (1), if—

"(A) a widow or surviving divorced wife marries after attain-
ing age 60 (or after attaining age 50 if she was entitled before
such marriage occurred to benefits based on disability under
this subsection), or

"(B) a disabled widow or disabled surviving divorced wife de-
scribed in paragraph (1)(B)(ii) marries after attaining age 50,

such marriage shall be deemed not to have occurred. ".
(3)(A) Section 202(e) of such Act is further amende4 by redes-

ignating paragraph (4) (as amended by paragraph (2) of this subsec-
tion), and paragraphs (5) through (8), as paragraphs (3) through (7),
respectively.

(B) Section 202(e)(1)(B)(ii) of such Act is amended by striking out
"(5)" and inserting in lieu thereof "(4)".

(C) Section 202(e)(1)(F) of such Act is amended by striking out
"(6)" in clause (i) and "(5)" in clause (ii) and inserting in lieu there-
of "(5)" and "(4)' respectively.

(D) Section 202(e)(2)(A) of such Act is amended by striking out
"(8)" and inserting in lieu thereof "(7)".

(E) The paragraph of section 202(e) of such Act redesignated as
paragraph (5) by subparagraph (A) of this paraqraph is amended by
striking out "(5)" and inserting in lieu thereof '(4)'.

(F) The paragraph of such section 202(e) redesignated as para-
graph (7) by subparagraph (A) of this paragraph is amended by
striking out "(4)" and inserting in lieu thereof "(3)".

(G) Section 202(k) of such Act is amended by striking out "(e)(4)"
each place it appears in paragraphs (2)(B) and (3)(B) and inserting
in lieu thereof '(e)(3)"

(H) Section 226(e)(1)(A) of such Act is amended by striking out
"202(e)(5)" and inserting in lieu thereof "202(e)(4)"

(bXl) Section 202(f)(4) of such Act is repealed.
(2) Section 202(fX5) of such Act is amended to read as follows:
"(5) For purposes of paragraph (1), if—

"(A) a widower marries after attaining age 60 (or after attain-
ing age 50 if he was entitled before such marriage occurred to
benefits based on disability under this subsection), or

/
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"(B) a disabled widower decri bed in paragraph (1)(BXii) mar-
ries after attaining age 50,

such marriage shall be deemed not to have occurred. ".
(3XA) Section 202(f) of such Act is further amended by redes-

ignating paragraph (5) (as amended by paragraph (2) of this subsec-
tion), and paragraphs (6) through (8), as paragraphs (4) through (7),
respectively.

(B) Section 202(f)(1XBXii) of such Act is amended by striking out
"(6)" and inserting in lieu thereof "(5)"

(C) Section 202(f)(1)(F) of such Act is amended by striking out
"(7)" in clause (i) and "(6)' in clause (ii) and inserting in lieu there-
of "(6)" and "(5)' respectively.

(D) Section 202(fX2XA) of such Act is amended by striking out
"(5)" and inserting in lieu thereof "(4)".

(E) The paragraph of section 202(f) of such Act redesignated as
paragraph (6) by subparagraph (A) of this paraqraph is amended by
striking out "(6)" and inserting in lieu thereof '(5)

(F) Section 202(k) of such Act is amended by striking out "(fX5)"
each place it appears in paragraphs (2XB) and (3)(B) and inserting
in lieu thereof "(f)(4)"

(G) Section 226(eXl)(A) of such Act is amended by striking out
"202(f)(6)" and inserting in lieu thereof "202(f)(5)"

(c)(1) Section 202(s) (2) of such Act is amended by striking out
"Subsection (f)(4), and so much of subsections (b)(3), (d)(5), (e)(3),
(g)(3), and (h)(4)" and inserting in lieu thereof "So much of subsec-
tions (b)(3), (d)(5), (gK3), and (h)(4)"

(2) SectiQn 202(s) (3) of such Act is amended by striking out
"(e)(3), ".

(d)(1) The amendments made by this section shall be effective
with respect to monthly benefits payable under title II of the Social
Security Act for months after December 1983.

(2) In the case of an individual who was not entitled to a monthly
benefit of the type involved under title II of such Act for December
1983, no benefit shall be paid under such title by reason of such
amendments unless proper application for such benefit is made.

ENTITLEMENT TO DIVORCED SPOUSE 'S BENEFITS WITHOUT REGARD TO
ENTITLEMENT OF INSURED INDIVIDUAL TO BENEFITS; EXEMPTION OF
DIVORCED SPOUSE'S BENEFITS FROM DEDUCTION ON ACCOUNT OF
WORK

SEC. 132. (a) Section 202(b) of the Social Security Act is amended
by adding at the end thereof the following new paragraph:

"(5)(A) Notwithstanding the preceding provisions of this subsec-
tion, except as provided in subparagraph (B), the divorced wife of an
individual who is not entitled to old-age or disability insurance
benefits, but who has attained age 62 and is a fully insured individ-
ual (as defined in section 214), if such divorced wife—

"(i) meets the requirements of subparagraphs (A) through (D)
of paragraph (1),. and

"(ii) has been divorced from such insured individual for not
less than 2 years,

shall be entitled to a wife's insurance benefit under this subsection
for each month, in such amount, and beginning and ending with
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such months, as determined (under regulations of the Secretary) in
the manner otherwise provided for wife s insurance benefits under
this subsection, as if such insured individual had become entitled to
old-age insurance benefits on the date ofl which the divorced wife
first meets the criteria for entitlement set forth in clauses (i) and
(ii).

"(B) A wife s insurance benefit provided under this paragraph
which has not otherwise terminated in accordance with subpara-
graph (E), (F), (H), or (J) of paragraph (1) shall terminate with the
month preceding the first month in which the insured individual is
no longer a fully insured individual. ".

(b)(1)(A) Section 203(b) of such Act is amended—
(i) by inserting "(1)" after "(b)";
(ii) by striking out "(1) such individual's benefit" and "(2) if

such individual" and inserting in lieu thereof "(A) such indi-
vidual's benefit" and "(B) if such individual': respectively;

(iii) by striking out "clauses (1) and (2)" and inserting in lieu
thereof "clauses (A) and (B)";

(iv) by striking out "(A) an individual" and "(B) if a deduc-
tion" and inserting in lieu thereof 'W an individual" and "(ii,)

a deductwn' respectwely; and
(v) by adding at the end thereof the following new paragraph:

"(2) When any of the other persons referred to in paragraph (1)(B)
is entitled to monthly benefits as a divorced spouse under section
202 (b)or (c) for any month and such person has been so divorced
for not less than 2 years, the benefit to which he or she is entitled
on the basis of the wages and self-employment income of the indi-
vidual referred to in paragraph (1) for such month shall be deter-
mined without regard to deductions under this subsection as a
result of excess earnings of such individual; and the benefits of all
other individuals who are entitled for such month to monthly bene-
fits under section 202 on the basis of the wages and self-employment
income of such individual referred to in paragraph (1) shall be de-
termined as if no such divorced spouse were entitled to benefits for
such month.'.

(B)(i) Section 203(f)(1) of such Act is amended—
(I) in the first sentence, by inserting "(excluding surviving

spouses referred to in subsection (b)(2))" after "all other per-
sons" the first place it appears, and by striking out "all other
persons" the second place it appears and inserting in lieu there-
of "all such other persons "; and

(II) in the second sentence, by inserting "(excluding divorced
spouses referred to in subsection (b)(2))" after "other persons ".

(ii) Section 203(f)(7) of such Act is amended by inserting "(exclud-
ing divorced spouses referred to in subsection (b)(2))" after "all per-
sons ".

(2) Section 203('d)(l) of such Act is amended—
(A) by inserting '(A)" after "(d)(1)"; and
(B) by adding at the end thereof the following new subpara-

graph:
"(B) When any divorced spouse is entitled to monthly benefits

under section 202 (b) or (c) for any month and such divorced spouse
has been so divorced for not less than 2 years, the benefit to which
he or she is entitled for such month on the basis of the wages and
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self-employment income of the individual entitled to old-age insur-
ance benefits referred to in subparagraph (A) shall be determined
without regard to deduction under this paragraph as a result of
excess earnings of such individual, and the benefits of all other in-
dividuals who are entitled for such month to monthly benefits
under section 202 on the basis of the wages and self-employment
income of such individual referred to in subparagraph (A) shall be
determined as if no such divorced spouse were entitled to benefits
for such month. "

(c)(1) The amendments made by subsection (a) shall apply with re-
spect to monthly insurance benefits for months after December 1984,
but only on the basis of applications filed on or after January 1,
1985.

(2) The amendments made by subsection (b) shall apply with re-
spect to monthly insurance benefits for months after December 1984.

IND$XING OF DEFERRED SURVIVING SPOUSE'S BENEFITS TO RECENT
WAGE LEVELS

SEC. 133. (a)(1) Section 202(e) (2) of the Social Security Act is
amended—

(A) by redesignating subparagraph (B) as subparagraph (D);
and

(B) by striking out "(2)(A) Except" and all that follows down
through "If such deceased individual" and inserting in lieu
thereof the following:

"(2)(A) Except as provided in subsection (q), paragraph (8) of this
subsection, and subparagraph (D) of this paragraph, such widow
insurance benefit for each month shall be equal to the primary in-
surance amount (as determined for purposes of this subsection after
application of subparagraphs (B) and (C)) of such deceased individu-
al.

"(B)(i) For purposes of this subsection, in any case in which such
deceased individual dies before attaining age 62 and section
215(a)(1) (as in effect after December 1978) is applicable in determin-
ing such individual's primary insurance amount—

"(I) such primary insurance amount shall be determined
under the formula set forth in section 215(a)(1)(B)(i) and (ii)
which is applicable to individuals who initially become eligible
for old-age insurance benefits in the second year after the year
specified in clause (ii),

"(II) the year specified in clause (ii) shall be substituted for
the second calendar year specified in section 215(b)(3)(A)(ii)(I),
and

"(III) such primary insurance amount shall be increased
under section 215(i) as if it were the primary insurance amount
referred to in section 215(i)(2)(A)(ii)(II), except that it shall be in-
creased only for years beginning after the first year after the
year specified in clause (ii).

"(ii) The year specified in this clause is the earlier of—
"(I) the year in which the deceased individual attained age

60, or would have attained age 60 had he lived to that age, or
"(II) the second year preceding the year in which the widow

or surviving divorced wife first meets the requirements of para-

18—370 0 — 83 — 3
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graph (1)(B) or the second year preceding the year in which the
deceased individual died, whichever is later.

"(iii) This subparagraph shall apply with respect to any benefit
under this subsection only to the extent its application does not
result in a primary insurance amount for purposes of this subsection
which is less than the primary insurance amount otherwise deter-
mined for such deceased individual under section 215.

"(C) If such deceased individual".
(2) Section 202(e) of such Act (as amended by paragraph (1) of this

subsection) is further amended—
(A) in paragraph (1)(D) and in the matter in paragraph (1)

following subparagraph (F)(ii), by inserting "(as determined
after application of subparagraphs (B) and (C) of paragraph
(2))" after "primary insurance amount ' and

(B) in paragraph (2)(D)(ii), by inserting "(as determined with-
out regard to subparagraph (C))" after "pri'nary insurance
amount'

(b)(1) Section 202(f)(3) of such Act is amended—
(A) by redesignating subparagraph (B) as subparagraph (D);

and
(B) by striking out "(3)(A) Except" and all that follows down

through "If such deceased individual" and inserting in lieu
thereof the following:

"(3)(A) Except as provided in subsection (q), paragraph (2) of this
subsection, and subparagraph (D) of this paragraph, such widower's
insurance benefit for each month shall be equal to the primary in-
surance amount (as determined for purposes of this subsection after
application of subparagraphs (B) and (C)) of such deceased individu-
al.

"(B)(i) For purposes of this subsection, in any case in which such
deceased individual dies before attaining age 62 and section
215(a)(1) (as in effect after December 1978) is applicable in determin-
ing such individual's primary insurance amount—

"(I) such primary insurance amount shall be determined
under the formula set forth in section 215(a)(1)(B) (i) and (ii)
which is applicable to individuals who initially become eligible
for old-age insurance benefits in the second year after the year
specified in clause (ii),

"(II) the year specified in clause (ii) shall be substituted for
the second calendar year specified in section 215(b)(3)(A)(ii)(I),
and

"(III) such primary insurance amount shall be increased
under section 215(i) as if it were the primary insurance amount
referred to in section 215(i)(2)(A)(ii)(II), except that it shall be in-
creased only for years beginning after the first year after the
year specified in clause (ii).

"(ii) The year specified in this clause is the earlier of—
"(I) the year in which the deceased individual attained age

60, or would have attained age 60 had she lived to that age, or
"(II) the second year preceding the year in which the widower

first meets the requirements of paragraph (1)(B) or the second
year preceding the year in which the deceased individual died,
whichever is later.
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"(iii) This subparagraph shall apply with respect to any benefit
under this subsection only to the extent its application does not
result in a primary insurance amount for purposes of this subsection
which is less than the primary insurance amount otherwise deter-
mined for such deceased individual under section 215.

"(C) If such deceased individual"
(2) Section 202(f) of such Act (as amended by paragraph (1) of this

subsection) is further amended—
(A) in paragraph (1)(D) and in the matter in paragraph (1)

following subparagraph (F)(ii), by inserting "(as determined
after application of subparagraphs (B) and (C) of paragraph
(3))" after "primary insurance amount' and

(B) in paragraph (3)(D)(ii), by inserting "(as determined with-
out regard to subparagraph (C))" after "primary insurance
amount"

(c) The amendments made by this section shall apply with respect
to monthly insurance benefits for months after December 1984 for
individuals who first meet all criteria for entitlement to benefits
under section 202 (e) or (f) of the Social Security Act (other than
making application for such benefits) after December 1984.

LIMITATION ON BENEFIT REDUCTION FOR EARLY RETIREMENT IN CASE
OF DISABLED WIDOWS AND WIDOWERS

SEC. 134. (a)(1) Section 2O2(q)(1) of the Social Security Act is
amended by striking out the semicolon at the end of subparagraph
(B)(ii) and all that follows and inserting in lieu thereof a period.

(2)(A) Section 2O2(q)(6) of such Act is amended to read as follows:
"(6) For purposes of this subsection, the 'reduction period' for an

individual's old-age, wife's, husband's, widow's, or widower's insur-
ance benefit is the period—

"(A) beginning—
"(i) in the case of an old-age or husband's insurance

benefit, with the first day of the first month for which such
individual is entitled to such benefit,

"(ii) in the case of a wife s insurance benefit, with the
first day of the first month for which a certificate described
in paragraph (5)(A)(i) is effective, or

"(iii) in the case of a widow's or widower's insurance
benefit, with the first day of the first month for which such
individual is entitled to such benefit or the first day of the
month in which such individual attains age 60, whichever
is the later, and

"(B) ending with the last day of the month before the month
in which such individual attains retirement age. ".

(B) Section 202(q)(3)(G) of such Act is amended by striking out
"paragraph (6)(A) (or, if such paragraph does not apply, the period
specified in paragraph (6)(B))" and inserting in lieu thereof "para-
graph (6)".

(C) Section 202(q) of such Act is further amended, in paragraphs
(1)(B)(i), (3)(E)(ii), and (i)(F)(ii)(I), by striking out "paragraph (6)(A)"
and inserting in lieu thereof "paragraph (6)"
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(3) Section 202(q)(7) of such Act is amended by striking out the
matter preceding subparagraph (A) and inserting in lieu thereof the
following:

"(7) For purposes of this subsection, the 'adjusted reduction
period' for an individual's old-age, wife's, husband's, widow's, or
widower's insurance benefit is the reduction period prescribed in
paragraph (6) for such benefit, excluding— ".

(4) Section 202(q)(1O) of such Act is amended—
(A) in that part of the second sentence preceding clause (A), by

striking out "or an additional adjusted reduction period ";
(B) in clauses (B)(i) and (C)(i), by striking out ", plus the

number of months in the adjusted additional reduction period
multipled by /24o of 1 percent ";

(C) in clause (B)(ii), by striking out "plus the number of
months in the additional reduction period multiplied by /24o of
1 percent, "; and

(D) in clause (C)(ii), by striking out "plus the number of
months in the adjusted additional reduction period multiplied
by /24o of 1 percent. ".

(b) Section 202(m)(2)(B) of such Act (as applicable after the enact-
ment of section 2 of Public Law 97-123) is amended by striking out
"subsection (q)(6)(A)(ii)" and inserting in lieu thereof "subsection
(q)(6)(B)".

(c) The amendments made by this section shall apply with respect
to benefits for months after December 1983.

PART E—MECHANISMS To ASSURE CONTINUED BENEFIT PA YMENTS
IN UNEXPECTEDLY ADVERSE CONDITIONS

NORMALIZED CREDITING OF SOCIAL SECURITY TAXES TO TRUST FUNDS

SEC. 141. (a)(1) The last sentence of section 201(a) of the Social Se-
curity Act is amended—

(A) by striking out "from time to time" each place it appears
and inserting in lieu thereof "monthly on the first day of each
calendar month "; and

(B) by striking out "paid to or deposited into the Treasury"
and inserting in lieu thereof "to be paid to or deposited into the
Treasury during such month ".

(2) Section 201(a) of such Act is further amended by adding at the
end thereof the following new sentence: "All amounts transferred to
either Trust Fund under the preceding sentence shall be inues ted by
the Managing Trustee in the same manner and to the same extent
as the other assets of such Trust Fund; and such Trust Fund shall
pay interest to the general fund on the amount so transferred on the
first day of any month at a rate (calculated on a daily basis, and
applied against the difference between the amount so transferred on
such first day and the amount which would haue been transferred
to the Trust Fund up to that day under the procedures in effect on
January 1, 1983) equal to the rate earned by the inuestments of such
Fund in the same month under subsection (d). ".

(b)(1) The last sentence of section 1817(a) of such Act is amend-
ed—



37

(A) by striking out "from time to time" and inserting in lieu
thereof "monthly on the first day of each calendar month "; and

(B) by striking out "paid to or deposited into the Treasury"
and inserting in lieu thereof "to be paid to or deposited into the
Treasury during such month ".

(2) Section 181 7(a) of such Act is further amended by adding at
the end thereof the following new sentence. "All amounts trans-
ferred to the Trust Fund under the preceding sentence shall be in-
vested by the Managing Trustee in the same manner and to the
same extent as the other assets of the Trust Fund; and the Trust
Fund shall pay interest to the general fund on the amount so trans-
ferred on the first day of any month at a rate (calculated on a daily
basis, and applied against the difference between the amount so
transferred on such first day and the amount which would have
been transferred to the Trust Fund up to that day under the proce-
dures in effect on January 1, 1983) equal to the rate earned by the
investments of the Trust Fund in the same month under subsection
(c).".

(c) The amendments made by this section shall become effective
on the first day of the month following the month in which this Act
is enacted.

INTERFUND BORROWING EXTENSION

SEC. 142. (a)(1) Section 201(l)(1) of the Social Security Act is
amended—

(A) by striking out "January 1983" and inserting in lieu
thereof "January 1988 "; and

(B) by inserting after "or" the second place it appears ", sub-
ject to paragraph (5), ".

(2)(A) Section 201(l)(2) of such Act is amended—
(i) by striking out "from time to time" and inserting in lieu

thereof "on the last day of each month after such loan is
made ";

(ii) by striking out "interest" and inserting in lieu thereof
"the total interest accrued to such day"; and

(iii) by striking out "the loan were an investment under sub-
section (d)" and inserting in lieu thereof "such amount had re-
mained in the Depositary Account established with respect to
such lending Trust Fund under subsection (d) or section
1817(c)".

(B) The amendment made by this paragraph shall apply with re-
spect to months beginning more than thirty days after the date of
enactment of this Act.

(3) Section 201(l)(3) of such Act is amended—
(A) by inserting "(A)" after the paragraph designation; and
(B) by adding at the end thereof the following new subpara-

graphs:
"(B)(i) If on the last day of any year after a loan has been made

under paragraph (1) by the Federal Hospital Insurance Trust Fund
to the Federal Old-Age and Survivors Trust Fund or the Federal
Disability Insurance Trust Fund, the Managing Trustee determines
that the OASDI trust fund ratio exceeds 15 percent, he shall trans-
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fer from the borrowing Trust Fund to the Federal Hospital Insur-
ance Trust Fund on amount that—

"(I) together with any amounts transferred from another bor-
rowing Trust Fund under this paragraph for such year, will
reduce the OASDI trust fund ratio to 15 percent; and

"(II) does not exceed the outstanding balance of such loan.
"(ii) Amounts required to be transferred under clause (i) shall be

transferred on the last day of the first month of the year succeeding
the year in which the determination described in clause (i) is made.

"(iii) For purposes of this subparagraph, the term 'OASDI trust
fund ratio' means, with respect to any calendar year, the ratio of—

"(I) the combined balance in the Federal Old-Age and Survi-
vors Insurance Trust Fund and the Federal Disability Insur-
ance Trust Fund, reduced by the outstanding amount of any
loan (including interest thereon) theretofore made to either such
Fund from the Federal Hospital Insurance Trust Fund, as of
the last day of such calendar year, to

"(II) the amount estimated by the Secretary to be the total
amount to be paid from the Federal Old-Age and Survivors In-
surance Trust Fund and the Federal Disability Insurance Trust
Fund during the calendar year following such calendar year for
all purposes authorized by section 201 (other than payments of
interest on, and repayments o/ loans from the Federal Hospital
Insurance Trust Fund under paragraph (1), but excluding any
transfer payments between such trust funds and reducing the
amount of any transfer to the Railroad Retirement Account by
the amount of any transfers into either such trust fund from
that Account).

"(C)(i) The full amount of all loans made under paragraph (1)
(whether made before or after January 1, 1988) shall be repaid at
the earliest feasible date and in any event no later than December
81, 1989.

"(ii) For the period after December 81, 1987, and before January 1,
1990, the Managing Trustee shall transfer each month to the Feder-
al Hospital Insurance Trust Fund from any Trust Fund with any
amount outstanding on a loan made from the Federal Hospital In-
surance Trust Fund under paragraph (1) an amount not less than
an amount equal to (I) the amount owed to the Federal Hospital In-
surance Trust Fund by such Trust Fund at the beginning of such
month (plus the interest accrued on the outstanding balance of such
loan during such month), divided by (II) the number of months
elapsing after the preceding month and before January 1990. The
Managing Trustee may, during this period, transfer larger amounts
than prescribed by the preceding sentence."

(4) Section 201(l) of such Act is further amended by adding at the
end thereof the following new paragraph:

"(5)(A) No amounts may be borrowed from the Federal Hospital
Insurance Trust Fund under paragraph (1) during any month if the
Hospital Insurance Trust Fund ratio for such month is less than 10
percent.

"B) For purposes of this paragraph, the term 'Hospital Insurance
trust fund ratio' means, with resject to any month, the ratio of—

"(i) the balance in the Federal Hospital Insurance Trust
Fund, reduced by the outstanding amount of any loan (nclud-
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ing interest thereon) theretofore made to such Trust Fund under
this subsection, as of the last day of the second month preceding
such month, to

"(ii) the amount obtained by multiplying by twelve the total
amount which (as estimated by the Secretary) will be paid from
the Federal Hospital Insurance Trust Fund during the month
for which such ratio is to be determined (other than payments
of interest on, or repayments of loans from another Trust Fund
under this subsection), and reducing the amount of any trans-
fers to the Railroad Retirement Account by the amount of any
transfer into the Hospital Insurance Trust Fund from that Ac-
count."

(b)(1) Section 181 7(j)(1) of such Act is amended—
(A) by striking out "January 1983" and inserting in lieu

thereof "January 1988"; and
(B) by inserting ", subject to paragraph (5), "after "may ".

(2)(A) Section 181 7(j)(2) of such Act is amended—
(i) by striking out "from time to time" and inserting in lieu

thereof "on the last day of each month after such loan is
made ";

(ii) by striking out "interest" and inserting in lieu thereof
"the total interest accrued to such day"; and

(iii) by striking out "the loan were an investment under sub-
section (c)" and inserting in lieu thereof "such amount had re-
mained in the Depositary Account established with respect to
such lending Trust Fund under section 201(d)":

(B) The amendment made by this paragraph shall apply with re-
spect to months beginning more than 30 days after the date of enact-
ment of this Act.

(3) Section 181 7(j)(3) of such Act is amended—
(A) by inserting "(A)" after the paragraph designation; and
(B) by adding at the end thereof the following new subpara-

graphs:
"(B)(i) If on the last day of any year after a loan has been made

under paragraph (1) by the Federal Old-Age and Survivors Insur-
ance Trust Fund or the Federal Disability Insurance Trust Fund to
the Federal Hospital Insurance Trust Fund, the Managing Trustee
determines that the Hospital Insurance Trust Fund ratio exceeds 15
percent, he shall transfer from such Trust Fund to the lending trust
fund an amount that—

"(I) together with any amounts transferred to another lending
trust fund under this paragraph for such year, will reduce Hos-
pital Insurance Trust Fund ratio to 15 percent; and

"(II) does not exceed the outstanding balance of such loan.
"(ii) Amounts required to be transferred under clause (i) shall be

transferred on the last day of the first month of the year succeeding
the year in which the determination described in clause (i) is made.

"(iii) For purposes of this subparagraph, the term 'Hospital Insur-
ance Trust Fund ratio' means, with respect to any calendar year, the
ratio of—

"(I) the balance in the Federal Hospital Insurance Trust
Fund, reduced by the amount of any outstanding loan (includ-
ing interest thereon) from the Federal Old-Age and Survivors
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Insurance Trust Fund and the Federal Disability Insurance
Trust Fund, as of the last day of such calendar year; to

"(II) the amount estimated by the Secretary to be the total
amount to be paid from the Federal Hospital Insurance Trust
Fund during the calendar year following such calendar year
(other than payments of interest on, and repayments of loans
from the Federal Old-Age and Survivors Insurance Trust Fund
and the Federal Disability Insurance Trust Fund under para-
graph (1)), and reducing the amount of any transfer to the Rail-
road Retirement Account by the amount of any transfers into
such Trust Fund from the Railroad Retirement Account.

"(C)(i) The full amount of all loans made under paragraph (1)
(whether made before or after January 1, 1983) shall be repaid at
the earliest feasible date and in any event no later than December
31, 1989."

"(ii) For the period after December 31, 1987 and before January 1,
1990, the Managing Trustee shall transfer each month from the
Federal Hospital Insurance Trust Fund to any Trust Fund that is
owed any amount by the Federal Hospital Insurance Trust Fund on
a loan made under paragraph (1), an amount not less than an
amount equal to (I) of the amount owed to such Trust Fund by the
Federal Hospital Insurance Trust Fund at the beginning of such
month (plus the interest accrued on the outstanding balance of such
loan during such month), divided by (II) the number of months
elapsing after the preceding month and before January 1990. The
Managing Trustee may, during this period, transfer larger amounts
than prescribed by the preceding sentence. ".

(4) Section 1817(j) of such Act is further amended by adding at
the end thereof the following new paragraph:

"(5)(A) No amounts may be loaned by the Federal Old-Age and
Survivors Insurance Trust Fund or the Federal Disability Insurance
Trust Fund under paragraph (1) during any month if the OASDI
trust fund ratio for such month is less than 10 percent.

"(B) For purposes of this paragraph, the term 'OASDI trust fund
ratio' means, with respect to any month, the ratio of—

"(i) the combined balance in the Federal Old-Age and Survi-
vors Insurance Trust Fund and the Federal Disability Insur-
ance Trust Fund, reduced by the outstanding amount of any
loan (including interest thereon) theretofore made to either such
Trust Fund from the Federal Hospital Insurance Trust Fund
under section 201(l), as of the last day of the second month pre-
ceding such month, to

"(ii) the amount obtained by multiplying by twelve the total
amount which (as estimated by the Secretary) will be paid from
the Federal Old-Age and Survivors Insurance Trust Fund and
the Federal Disability Insurance Trust Fund during the month
for which such ratio is to be determined for all purposes au-
'thorized by section 201 (other than payments of interest on, or
repayments of loans from the Federal Hospital Insurance Trust
Fund under section 201(l)), but excluding any transfer payments
between such trust funds and reducing the amount of any
transfers to the Railroad Retirement Account by the amount of
any transfers into either such trust fund from that Account.'.
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RECOMMENDATIONS BY BOARD OF TRUSTEES TO REMEDY INADEQUATE
BALANCES IN THE SOCIAL SECURITY TRUST FUNDS

SEC. 143. Title VII of the Social Security Act is amended by
adding at the end thereof the following new section:

"RECOMMENDATIONS BY BOARD OF TRUSTEES TO REMEDY INADEQUATE
BALANCES IN THE SOCIAL SECURITY TRUST FUNDS

"SEC. 70D. (a) If the Board of Trustees of the Federal Old-Age and
Survivors Insurance Trust Fund, the Federal Disability Insurance
Trust Fund determines at any time that the balance ratio of such
Trust Fund for any calendar year may become less than 20 percent,
the Board shall promptly submit to each House of the Congress a
report setting forth its recommendations for statutory adjustments
affecting the receipts and disbursements of such Trust Fund neces-
sary to maintain the balance ratio of such Trust Fund at not less
than 20 percent, with due regard to the economic conditions which
created such inadequacy and the amount of time necessary to allevi-
ate such inadequacy in a prudent manner. The report shall set forth
specifically the extent to which benefits would have to be reduced,
taxes under sections 1401, 3101, or 3111 of the Internal Revenue
Code of 1D54 would have to be increased, or a combination thereof;
in order to obtain the objectives referred to in the preceding sen-
tence.

"(b) For purposes of this section, the term 'balance ratio' means,
with respect to any calendar year in connection with any Trust
Fund referred to in subsection (a), the ratio of —

"(1) the balance in such Trust Fund, reduced by the outstand-
ing amount of any loan (including interest thereon) theretofore
made to such Trust Fund under section 201(l), as of the begin-
ning of each year, to

"(2) the total amount which (as estimated by the Secretary)
will be paid from such Trust Fund during such calendar year
for all purposes authorized by section 201, 1817, or 1841 (as ap-
plicable), other than payments of interest on, or payments of;
loans under section 201(l), but excluding any transfer payments
between such Trust Fund and any other Trust Fund referred to
in subsection (a) and reducing the amount of any transfers to
the Railroad Retirement Account by the amount of any trans-
fers into such Trust Fund from that Account. "

PART F—OTHER FINANCING AMENDMENTS

FINANCING OF NONCONTRIBUTORY MILITARY WAGE CREDITS

SEC. 151. (a) Section 217(g) of the Social Security Act is amended
to read as follows:

"Appropriation to Trust Funds

"(gXl) Within thirty days after the date of the enactment of the
Social Security Amendments of 1D83, the Secretary shall determine
the' amount equal to the excess of—

"(A) the actuarial present value as of such date of enactment
of the past and future benefit payments from the Federal Old-



42

Age and Survivors Insurance Trust Fund, the Federal Disabil-
ity Insurance Trust Fund, and the Federal Hospital Insurance
Trust Fund under this title and title XVIII, together with asso-
ciated administrative costs, resulting from the operation of this
section (other than this subsection) and section 210 of this Act
as in effect before the enactment of the Social Security Act
Amendments of 1950, over

"(B) any amounts previously transferred from the general
fund of the Treasury to such Trust Funds pursuant to the provi-
sions of this subsection as in effect immediately before the date
of the enactment of the Social Security Act Amendments of
1983.

Such actuarial present value shall be based on the relevant actuar-
ial assumptions set forth in the report of the Board of Trustees of
each such Trust Fund for 1983 under sections 201(c) and 1817(b).
Within thirty days after the date of the enactment of the Social Se-
curity Act Amendments of 1983, the Secretary of the Treasury shall
transfer the amount determined under this paragraph with respect
to each such Trust Fund to such Trust Fund from amounts in the
general fund of the Treasury not otherwise appropriated.

"(2) The Secretary shall revise the amount determined under
paragraph (1) with respect to each such Trust Fund in 1985 and
each fifth year thereafter, as determined appropriate by the Secre-
tary from data which becomes available to him after the date of the
determination under paragraph (1) on the basis of the amount of
benefits and administrative expenses actually paid from such Trust
Fund under this title or title XVIII and the relevant actuarial as-
sumptions set forth in the report of the Board of Trustees of such
Trust Fund for such year under section 201(c) or 1817(b). Within 30
days after any such revision, the Secretary of the Treasury, to the
extent provided in advance in appropriation Acts, shall transfer to
such Trust Fund, from amounts in the general fund of the Treasury
not otherwise appropriated, or from such Trust Fund to the general
fund of the Treasury, such amounts as the Secretary of the Treasury
determines necessary to compensate for such revision.'.

(b)(1) Section 229(b) of such Act is amended to read as follows:
"(b) There are authorized to be afipropriated to each of the Trust

Funds, consisting of the Federal Old-Age and Survivors Insurance
Trust Fund, the Federal Disability Insurance Trust Fund, and the
Federal Hospital Insurance Trust Fund, for transfer on July 1 of
each calendar year to such Trust Fund from amounts in the general
fund in the Treasury not otherwise appropriated, an amount equal
to the total of the additional amounts which would be appropriated
to such Trust Fund for the fiscal year ending September 30 of such
calendar year under section 201 or 1817 of this Act if the amounts
of the additional wages deemed to have been paid for such calendar
year by reason of subsection (a) constituted remuneration for employ-
ment (as defined in section 3121(b) of the Internal Revenue Code of
1954) for purposes of the taxes imposed by sections 3101 and 3111 of
the Internal Revenue Code of 1954. Amounts authorized to be appro-
priated under this subsection for transfer on July 1 of each calendar
year shall be determined on the basis of estimates of the Secretary
of the wages deemed to be paid for such calendar year under subsec-
tion (a); and proper adjustments shall be made in amounts author-
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ized to be appropriated for subsequent transfer to the extent prior
estimates were in excess of or were less than such wages so deemed
to be paid.":

(2) The amendment made by paragraph (1) shall be effective with
respect to wages deemed to have been paid for calendar years after
1983.

(3)(A) Within thirty days after the date of the enactment of this
Act, the Secretary of Health and Human Services shall determine
the additional amounts which would have been appropriated to the
Federal Old-Age and Survivors Insurance Trust Fund, the Federal
Disability Insurance Trust Fund, and the Federal Hospital Insur-
ance Trust Fund under sections 201 and 1817 of the Social Security
Act if the additional wages deemed to have been paid under section
229(a) of the Social Security Act prior to 1984 had constituted rem u-
neration for employment (as defined in section 3121(b) of the Inter-
nal Revenue Code of 1954) for purposes of the taxes imposed by sec-
tions 3101 and 3111 of the Internal Revenue Code of 1954, and the
amount of interest which would have been earned on such amounts
if they had been so appropriated.

(B)(i) Within thirty days after the date of the enactment of this
Act, the Secretary of the Treasury shall transfer to each such Trust
Fund, from amounts in the general fund of the Treasury not other-
wise appropriated, an amount equal to the amount determined with
respect to such Trust Fund under subparagraph (A), less any
amount appropriated to such Trust Fund pursuant to the provisions
of section 229(b) of the Social Security Act prior to the date of the
determination made under subparagraph (A) with respect to wages
deemed to have been paid for calendar years prior to 1984.

(ii) The Secretary of Health and Human Services shall revise the
amount determined under clause (i) with respect to each such Trust
Fund within one year after the date of the transfer made to such
Trust Fund under clause (i), as determined appropriate by such Sec-
retary from data which becomes available to him after the date of
the transfer under clause (i). Within 30 days after any such revision,
the Secretary of the Treasury shall transfer to such Trust Fund,
from amounts in the general fund of the Treasury not otherwise ap-
propriated, or from such Trust Fund to the general fund of the
Treasury, such amounts as the Secretary of Health and Human
Services certifies as necessary to take into account such revision.

CREDITING AMOUNTS OF UNNEGOTIA TED CHECKS TO TRUST FUNDS

SEC. 153. (a) The Secretary of the Treasury shall take such actions
as may be necessary tO ensure that amounts of checks for benefits
under title II of the Social Security Act which have not been pre-
sented for payment within a reasonable length of time (not to exceed
twelve months) after issuance are credited to the Federal Old-Age
and Survivors Insurance Trust Fund or the Federal Disability In-
surance Trust Fund, whichever may be the fund from which the
check was issued, to. the extent provided in advance in appropri-
ation Acts. Amounts of any such check shall be recharged to the
fund from which they were issued if payment is subsequently made
on such check.
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(b)(1) The Secretary of the Treasury shall transfer from the gener-
al fund of the Treasury to the Federal Old-Age and Survivors Insur-
ance Trust Fund and to the Federal Disability Insurance Trust
Fund, as appropriate, as soon as possible after the date of the enact-
ment of this Act, such sums as may be necessary to reimburse such
Trust Funds in the total amounts of all currently unnegotiated
benefit checks (including interest thereon), to the extent provided in
advance in appropriation Acts. After the amounts appropriated by
this subsection have been transferred to the Trust Funds, the provi-
sions of subsection (a) shall be applicable.

(2) As used in paragraph (1), the term "currently unnegotiated
benefit checks" means the checks issued under title II of the Social
Security Act prior to the date of the enactment of this Act, which
remain unnegotiated after the twelfth month following the date on
which they were issued.

FLOAT PERIODS

SEC. 154. (a) The Secretary of Health and Human Services and
the Secretary of the Treasury shall jointly undertake, as soon as pos-
sible after the date of the enactment of this Act, a thorough study
with respect to the period of time (hereafter in this section referred
to as the "float period") between the issuance of checks from the
general fund of the Treasury in payment of monthly insurance bene-
fits under title II of the Social Security Act and the transfer to the
general fund from the Federal Old-Age and Survivors Insurance
Trust Fund or the Federal Disability Insurance Trust Fund, as ap-
plicable, of the amounts necessary to compensate the general fund
for the issuance of such checks. Each such Secretary shall consult
the other regularly during the course of the study and shall, as ap-
propriate, provide the other with such information and assistance
as he may require.

(b) The study shall include—
(1) an investigation of the feasibility and desirability of main-

taining the float periods which are allowed as of the date of the
enactment of this section in the procedures governing the pay-
ment of monthly insurance benefits under title II of the Social
Security Act, and of the general feasibility and desirability of
making adjustments in such procedures with respect to float pe-
riods; and

(2) a separate investigation of the feasibility and desirability
of providing, as a specific form of adjustment in such proce-
dures with respect to float periods, for the transfer each day to
the general fund of the Treasury from the Federal Old-Age and
Survivors Insurance Trust Fund and the Federal Disability In-
surance Trust Fund, as appropriate, of amounts equal to the
amounts of the checks referred to in subsection (a) which are
paid by the Federal Reserve Banks on such day.

(c) In conducting the study required by subsection (a), the Secretar-
ies shall consult, as appropriate, the Director of the Office of Man-
agement and Budget, and the Director shall provide the Secretaries
with such information and assistance as they may require. The Sec-
retaries shall also solicit the views of other appropriate officials and
organizations.
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(d)(1) Not later than six months after the date of the enactment of
this Act, the Secretaries shall submit to the President and the Con-
gress a report of the findings of the investigation required by subsec-
tion (b)(1), and the Secretary of the Treasury shall by regulation
make such adjustments in the procedures governing the payment of
monthly insurance benefits under title II of the Social Security Act
with respect to float periods (other than adjustments in the form de-
scribed in subsection (b)(2)) as may have been found in such investi-
gation to be necessary or appropriate.

(2) Not later than twelve months after the date of the enactment
of this Act, the Secretaries shall submit to the President and the
Congress a report of the findings of the separate investigation re-
quired by subsection (bX2), together with their recommendations
with respect thereto; and, to the extent necessary or appropriate to
carry out such recommendations, the Secretary of the Treasury shall
by regulation make adjustments in the procedures with respect to
float periods in the form described in such subsection.

TRUST FUND TRUSTEES' REPORTS

SEC. 155. (a) The next to last sentence of section 201(c) of the Social
Security Act is amended by striking out "Such report shall also in-
clude" and inserting in lieu thereof the following: "Such report
shall include an actuarial opinion by the Chief Actuary of the
Social Security Administration certifying that the techniques and
methodologies used are generally accepted within the actuarial pro-
fession and that the assumptions and cost estimates used are rea-
sonable, and shall also include"

(b) Section 1817(b) of such Act is amended by inserting immediate-
ly before the last sentence the following new sentence: "Such report
shall also include an actuarial opinion by the Chief Actuarial Offi-
cer of the Health Care Financing Administration certifying that the
techniques and methodologies used are generally accepted within
the actuarial profession and that the assumptions and cost esti-
mates used are reasonable. '

(c) Section 1841(b) of such Act is amended by inserting immediate-
ly before the last sentence the following new sentence: "Such report
shall also include an actuarial opinion by the Chief Actuarial Offi-
cer of the Health Care Financing Administration certifying that the
techniques and methodologies used are generally accepted within
the actuarial profession and that the assumptions and cost esti-
mates used are reasonable. '

(d) Notwithstanding sections 201(c)(2), 1817(bX2), and 1841(bX2) of
the Social Security Act, the annual reports of the Boards of Trustees
of the Trust Funds which are required in the calendar year 1983
under those sections may be filed at any time not later than forty-
five days after the date of the enactment of this Act.

(e) The amendments made by this section shall take effect on the
date of the enactment of this Act.
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TITLE Il—ADDITIONAL PROVISIONS RELA TING TO LONG-
TERM FINANCING OF THE SOCIAL SECURITY SYSTEM

INCREASE IN RETIREMENT AGE

SEC. 201. (a) Section 216 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

"Retirement Age

"(l)(1) The term 'retirement age' means—
"(A) with respect to an individual who attains early retire-

ment age (as defined in paragraph (2)) before January 1, 2000,
65 years of age;

"(B) with respect to an individual who attains early retire-
ment age after December 31, 1999, and before January 1, 2005,
65 years of age plus the number of months in the age increase
factor (as determined under paragraph (3)) for the calendar year
in which such individual attains early retirement age;

"(C) with respect to an individual who attains early retire-
ment age after December 31, 2004, and before January 1, 2017,
66 years of age;

"(D) with respect to an individual who attains early retire-
ment age after December 31, 2016, and before January 1, 2022,
66 years of age plus the number of months in the age increase
factor (as determined under paragraph (3)) for the calendar year
in which such individual attains early retirement age; and

"(E) with respect to an individual who attains early retire-
ment age after December 31, 2021, 67 years of age.

"(2) The term 'early retirement age' means age 62 in the case of an
old-age, wife's, or husband's insurance benefit, and age 60 in the
case of a widow's or widower's insurance benefit.

"(3) The age increase factor for any individual who attains early
retirement age in a calendar year within the period to which sub-
paragraph (B) or (D) of paragraph (1) applies shall be determined as
follows:

"(A) With respect to an individual who attains early retire-
ment age in the 5-year period consisting of the calendar years
2000 through 2004, the age increase factor shall be equal to two-
twelfths of the number of months in the period beginning with
January 2000 and ending with December of the year in which
the individual attains early retirement age.

"(B) With respect to an individual who attains early retire-
ment age in the 5-period consisting of the calendar years 2017
through 2021, the age increase factor shall be equal to two-
twelfths of the number of months in the period beginning with
January 2017 and ending with December of the year in which
the individual attains early retirement age."

(b)(1) Section 202(q)(9) of such Act is amended to read as follows:
"(9) The amount of the reduction for early retirement specified in

paragraph (1)—
'(A) for old-age insurance benefits, wife's insurance benefits,

and husband's insurance benefits, shall be the amount specified
in such paragraph for the first 36 months of the reduction
period (as defined in paragraph (6)) or adjusted reduction
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period (as defined in paragraph (7)), and five-twelfths of 1 per-
cent for any additional months included in such periods; and

"(B) for widow's insurance benefits and widower's insurance
benefits, shall be periodically revised by the Secretary such
that—

"(i) the amount of the reduction at early retirement age
as defined in section 216(a) shall be 28.5 percent of the full
benefit; and

"(ii) the amount of the reduction for each month in the
reduction period (specified in paragraph (67) or the adjusted
reduction period (specified in paragraph (7)) shall be estab-
lished by linear interpolation between 28.5 percent at the
month of attainment of early retirement age and 0 percent
at the month of attainment of retirement age. ".

(2) Section 202(q)(1) of such Act is amended by striking out "If"
and inserting in lieu thereof "Subject to paragraph (.9), if":

(c) Title II of the Social Security Act is further amended—
(1) by striking out "age 65" or "age of 65': as the case may be,

each place it appears in the following sections and inserting in
lieu thereof in each instance "retirement age (as defined in sec-
tion 216(l))":

(A) subsections (a), (b), (c), (d), (e), (f), (q), (r), and (w) of
section 202;

(B) subsections (c) and (f) of section 203;
(C) subsection (f) of section 215;
(D) subsections (h) and (i) of section 216, and
(E) section 223(a); and

(2) by striking out "age sixty-five" in section 203(c) and insert-
ing in lieu thereof "retirement age (as defined in section
216(l))"; and

(3) by striking out "age of sixty-five" in section 223(a) and in-
serting in lieu thereof "retirement age (as defined in section
216(V)".

(d) The Secretary shall conduct a comprehensive study and analy-
sis of the implications of the changes made by this section in retire-
ment age in the case of those individuals (affected by such changes)
who, because they are engaged in physically demanding employment
or because they are unable to extend their working careers for
health reasons, may not benefit from improvements in longevity.
The Secretary shall submit to the Congress no later than January 1,
1986, a full report on the study and analysis. Such report shall in-
clude any recommendations for legislative changes, including recom-
mendations with respect to the provision of protection against the
risks associated with early retirement due to health considerations,
which the Secretary finds necessary or desirable as a result of the
findings contained in this study.
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TITLE HI—MISCELLANEOUS AND TECHNICAL PROVISIONS

PART A—ELIMINATION OF GENDER-BASED

DISTINCTIONS

DIVORCED HUSBANDS

SEC. 301. (aXi) Section 202(c) (1) of the Social Security Act is
amended, in the matter preceding subparagraph (A), by inserting
"and every divorced husband (as defined in section 216(d))" before
"of an individual" and by inserting "or such divorced husband"
after "if such husband'

(2) Section 202(c)(1) of such Act is further amended—
(A) by striking out "and" at the end of subparagraph (B);
(B) by redesignating subparagraph (C) as subparagraph (D),

and by inserting after subparagraph (B) the following new sub-
paragraph:

"(C) in the case of a divorced husband, is not married, and";
and

(C) by striking out the matter following subparagraph (D) (as
so redesignated) and inserting in lieu thereof the following:

"shall be entitled to a husband's insurance benefit for each month,
beginning with—

"(i) in the case of a hu3band or divorced husband (as so de-
fined) of an individual who is entitled to an old-age insurance
benefit, if such husband or divorced husband has attained age
65, the first month in which he meets the criteria specified in
subparagraphs (A), (B), (C), and (D), or

'(ii) in the case of a husband or divorced husband (as so de-
fined) of—

'(I) an individual entitled to old-age insurance benefits,
if such husband or divorced husband has not attained age
65, or

"(II) an individual entitled to disability insurance bene-
fits,

the first month throughout which he is such a husband or di-
vorced husband and meets the criteria specified in subpara-
graphs (B), (C), and (D) (if in such month he meets the criterion
specified in subparagraph (A)),

whichever is earlier, and ending with the month preceding the
month to which any of the following occurs:

"(E) he dies,
"(F) such individual dies,
"(G) in the case of a husband they are divorced and either (i)

he has not attained age 62, or (ii) he has attained age 62 but
has not been married to such individual for a period of 10 years
immediately before the divorce became effective,

"(H) in the case of a divorced husband, he marries a person
other than such individual,

"(I) he 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 the primary insurance amount of such in-
dividual, or
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"(J) such individual is not entitled to disability insurance
benefits and is not entitled to old-age insurance benefits.".

(3) Section 202(c)(3) of such Act is amended by inserting "(or, in
the case of a divorced husband, his former wife)" before "for such
month

(4) Section 202(c) of such Act is further amended by adding after
paragraph (3) the following new paragraph:

"(4) In the case of any divorced husband who marries—
"(A) an individual entitled to benefits under subsection (b),

(e), (g), or (h) of this section, or
"(B) an individual who has attained the age of 18 and is en-

titled to benefits under subsection (d), by reason of paragraph
(1)(B)(ii) thereof

such divorced husband's entitlement to benefits under this subsec-
tion, notwithstanding the provisions of paragraph (1) (but subject to
subsection (s)), shall not be terminated by reason of such marriage. ".

(5) Section 202(c) of such Act is further amended by adding after
paragraph (4) (as added by paragraph (4) of this subsection) the fol-
lowing new paragraph:

"(5)(A) Notwithstanding the preceding provisions of this subsec-
tion, except as provided in subparagraph (B), the divorced hus band
of an individual who is not entitled to old-age or disability insur-
ance benefits, but who has attained age 62 and is a fully insured
individual (as defined in section 214), if such divorced husband—

"(i) meets the requirements of subparagraphs (A) through (D)
of paragraph (1), and

"(ii) has been divorced from such insured individual for not
less than 2 years,

shall be entitled to a husband's insurance benefit under this subsec-
tion for each month, in such amount, and beginning and ending
with such months, as determined (under regulations of the Secre-
tary) in the manner otherwise provided for husband s insurance
benefits under this subsection, as if such insured individual had
become entitled to old-age insurance benefits on the date on which
the divorced husband first meets the criteria for entitlement set
forth in classes (i) and (ii).

"(B) A husband's insurance benefit provided under this para-
graph which has not otherwise terminated in accordance with sub-
paragraph (E), (F), (H), or (I) of paragraph (1) shall terminate with
the month preceding the first month in which the insured individu-
al is no longer a fully insured individual. ".

(6) Section 202(c)(2)(A) of such Act is amended by inserting "(or di-
vorced husband)" after "payable to such husband'

(7) Section 202(b)(3)(A) of such Act is amended by striking out
"(f)" and insertingin lieu thereof "(c), (f), ".

(8) Section 202(c)(1)(D) of such Act (as redesignated by paragraph
(2) of this subsection) is amended by striking out "his wife" and in-
serting in lieu thereof "such individual ".

(9) Section 202(d)(5)(A) of such Act is amended by inserting "(c),"
after "(b),".

(b)(1) Section 202(f)(1) of such Act is amended, in the matter pre-
ceding subparagraph (A), by inserting "and every surviving divorced
husband (as defined in section 216(d))" before "of an individual"
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and by inserting "or such surviving divorced husband" after "if
such widower":

(2) Section 202(f)(1) of such Act is further amended by striking out
"his deceased wife" in subparagraph (D) and in the matter follow-
ing subparagraph (F) and inserting in lieu thereof "such deceased
individual ".

(3) Section 202(f)(3)(B)(ii)(II) of such Act (as amended by section
133(b)(1)(B) of this Act) is amended by inserting "or surviving di
vorced husband" after "widower":

(4) Paragraph (3)(D) of section 202(f) of such Act (as redesignated
by section 133(b)(1)(A) of this Act), and paragraphs (4), (5), and (6) of
such section (as redesignated by section 131(b)(3)(A) of this Act), are
each amended by inserting "or surviving divorced husband" after
"widower" wherever it appears.

(5) Paragraph (3)(D) of section 202(f) of such Act (as redesignated
by section 133(b)(1)(A) of this Act) is further amended by striking out
"wife" wherever it appears and inserting in lieu thereof "individu-
al ".

(6) Section 202(g)(3)(A) of such Act is amended by inserting "(c),"
before "(f), ".

(7) Section 202(h)(4)(A) of such Act is amended by inserting "(c),"
before "(e), ".

(c)(1) Section 216(d) of such Act is amended by redesignating para-
graph (4) as paragraph (6), and by inserting after paragraph (3) the
following new paragraphs:

"(4) The term 'divorced husband' means a man divorced from an
individual, but only if he had been married to such individual for a
period of 10 years immediately before the date the divorce became
effective.

"(5) The term 'surviving divorced husband' means a man divorced
from an individual who has died, but only if he had been married
to the individual for a period of 10 years immediately before the di-
vorce became effective.":

(2) The heading of section 216(d) of such Act is amended to read
as follows:

"Divorced Spouses; Divorce":

(d)(1) Section 205(b) of such Act is amended by inserting "divorced
husband," after "husband, ' and by inserting "surviving divorced
husband, "after "widower, ".

(2) Section 205(c)(1)(C) of such Act is amended by inserting "sur-
viving divorced husband,' after "wife, ".

REMARRIAGE OF SURVIVING SPOUSE BEFORE AGE OF ELIGIBILITY

SEC. 302. Section 202(f)(1)(A) of the Social Security Act is amended
by striking out "has not remarried" and inserting in lieu thereof "is
not married ".

ILLEGITIMATE CHILDREN

SEC. 303. (a) Section 216(h)(3) of the Social Security Act is amend-
ed by inserting "mother or" before "father" wherever it appears.
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(b) Section 216(h)(3)(A)(ii) of such Act is amended by striking out
all that follows "time" and inserting in lieu thereof "such appli-
cant's application for benefits was filed; "

(c) Section 216(h)(3)(B)(ii) of such Act is amended by striking out
"such period of disability began" and inserting in lieu thereof "such
applicant's application for benefits was filed"

(d) Section 216(h)(3) of such Act is further amended—
(1) by striking out "his" wherever it appears and inserting in

lieu thereof "his or her"; and
(2) by striking out "he"in subparagraph (B) and inserting in

lieu thereof "he or she "

TRANSITIONAL INSURED STATUS

SEC. 304. (a) Section 227(a) of the Social Security Act is amend-
ed—

(1) by striking out "wife" wherever it appears and inserting in
lieu thereof "spouse";

(2) by striking out "wife 's" wherever it appears and inserting
in lieu thereof "spouse's";

(3) by striking out "she" wherever it appears and inserting in
lieu thereof "he or she ";

(4) by striking out "his" and inserting in lieu thereof "the ";
and

(5) by inserting "or section 202(c)" after "section 202(b)" wher-
ever it appears.

(b) Section 227(b) and section 227(c) of such Act are amended—
(1) by striking out "widow" wherever it appears and inserting

in lieu thereof "surviving spouse ";
(2) by striking out "widow 's" wherever it appears and insert-

ing in lieu thereof "surviving spouse's ";
(3) by striking out "her" wherever it appears and inserting in

lieu thereof "the "; and
(4) by inserting "or section 202(f)" after "section 2O2(e)" wher-

ever it appears.
(c) Section 216 of such Act is amended by inserting before subsec-

tion (b) the following new subsection:

"Spouse; Surviving Spouse

"(a)(1) The term 'spouse' means a wife as defined in subsection (b)
or a husband as defined in subsection (f).

"(2) The term 'surviving spouse' means a widow as defined in sub-
section (c) or a widower as defined in subsection (g). ".

EQUALIZATION OF BENEFITS UNDER SECTION 228

SEC. 305. (a) Section 228(b) of the Social Security Act is
amended—

(1) by striking out "(1) Except as provided in paragraph (2),
the" and inserting in lieu thereof "The"; and

(2) by striking out paragraph (2).
(b)Section 228(c)(2) of such Act is amended by striking out "(B)

the larger of" and all that follows and inserting in lieu thereof "(B)
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the benefit amount as determined without regard to this subsec-
tion. ".

(c) Section 228(c)(3) of such Act is amended to read as follows:
"(3) In the case of a husband or wife both of whom are entitled to

benefits under this section for any month, the benefit amount of
each spouse, after any reduction under paragraph (1), shall be fur-
ther reduced (but not below zero) by the excess (if any) of (A) the
total amount of any periodic benefits under governmental pension
systems for which the other spouse is eligible for such month, over
(B) the benefit amount of such other spouse as determined without
regard to this subsection. ".

(d) Section 228 of such Act is further amended—
(1) by striking out "he" wherever it appears in subsections (a)

and (c)(1) and inserting in lieu thereof "he or she "; and
(2) by striking out "his" in subsection (c)(4)(C) and inserting

in lieu thereof "his or her"
(e) The Secretary shall increase the amounts specified in section

228 of the Social Security Act, as amended by this section, to take
into account any general benefit increases (as referred to in section
215(i)(3) of such Act), and any increases under section 215(i) of such
Act, which have occurred after June 1974 or may hereafter occur.

FATHER 'S INSURANCE BENEFITS

SEC. 306. (a) Section 202(g) of the Social Security Act is amend-
ed—

(1) by striking out "widow" wherever it appears and inserting
in lieu thereof "surviving spouse ";

(2) by striking out "widow 's" wherever it appears and insert-
ing in lieu thereof "survivin spouse "

(3) by striking out "wifes insurance benefits" and "he" in
paragraph (1)(D) and inserting in lieu thereof "a spouse insur-
ance benefit" and "such individual", respectively;

(4) by striking out "her" wherever it appears and inserting in
lieu thereof "his or her";

(5) by striking out "she" wherever it appears and inserting in
lieu thereof "he or she ";

(6) by striking out "mother" wherever it appears and inserting
in lieu thereof "parent";

(7) by inserting "or father's" after "mother's" wherever it ap-
pears;

(8) by striking out "after August 1950"; and
(9) in paragraph (3)(A) (as amended by section 301(b)(7) of this

Act)—
(A) by inserting "this subsection or" before "subsection

(a)"; and
(B) by striking out "(c)," and inserting in lieu thereof

"(b),(c), (e),"
(b)The heading of section 202(g) of such Act is amended by insert-

ing "and Father's"after "Mother's'.
(c) Section 216(d) of such Act (as amended by section 301(c)(1) of

this Act) is further amended by redesignating paragraph (6) as para-
graph (8) and by inserting after paragraph (5) the following new
paragraphs:
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"(6) The term 'surviving divorced father' means a man divorced
from an individual who has died, but only if(A) he is the father of
her son or daughter, (B) he legally adopted her son or daughter
while he was married to her and while such son or daughter was
under the age of 18, (C) she legally adopted his son or daughter
while he was married to her and while such son or daughter was
under the age of 18, or (D) he was married to her at the time both of
them legally adopted a child under the age of 18.

"(7) The term 'surviving divorced parent' means a surviving di-
vorced mother as defined in paragraph (3) of this subsection or a
surviving divorced father as defined in paragraph (6). ".

(d) Section 202(c)(1) of such Act (as amended by section 301(a) of
this Act) is further amended by inserting "(subject to subsection (s))"
before "be entitled to" in the matter following subparagraph (D)
and preceding subparagraph (E).

(e) Section 202(c)(1)(B) of such Act is amended by inserting after
"62" the following: "or (in the case of a husband) has in his care
(individually or jointly with such individual) at the time of filing
such application a child entitled to child's insurance benefits on the
basis of the wages and self-employment income of such individual ".

(f) Section 202(c)(1) of such Act (as amended by section 301(a) of
this Act and the preceding provisions of this section) is further
amended by redesignating the new subparagraphs (I) and (J) as sub-
paragraphs (J) and (K), respectively, and by inserting after subpara-
graph (H) the following new subparagraph:

"(I) in the case of a husband who has not attained age 62 no
child of such individual is entitled to a child s insurance bene-
fit,'

(g) Section 202(f)(1)(C) of such Act is amended by inserting "(i)"
after "(C)" by inserting "or" after "223,' and by adding at the end
thereof the following new clause:

"(ii) was entitled, on the basis of such wages and self-employ-
ment income, to father's insurance benefits for the month pre-
ceding the month in which he attained age 65, and":

(h) Section 202 (f) (5) of such Act (as redesignated by section
131(b)(3)(A) of this Act) is amended by striking out "or" at the end
of subparagraph (A), by redesignating subparagraph (B) as subpara-
graph (C), and by inserting immediately after subparagraph (A) the
following new subparagraph:

"(B) the last month for which he was entitled to father's in-
surance benefits on the basis of the wages and self-employment
income of such individual, or":

(1) Section 203(f)(1)(F) of such Act is amended by striking out "sec-
tion 202(b) (but only by reason of having a child in her care within
the meaning of paragraph (1)(B) of that subsection)" and inserting
in lieu thereof "section 202 (b) or (c) (but only by reason of having a
child in his or her care within the meaning of paragraph (1)(B) of
subsection (b) or (c), as may be applicable)'

EFFECT OF MARRIAGE ON CHILDHOOD DISABILITY BENEFITS AND ON
OTHER DEPENDENTS' OR SURVIVORS' BENEFITS

SEC. 307. (a) Subsections (b)(3), (d)(5), (g)(3), and (h)(4) of section
202 of the Social Security Act (as amended by the preceding provi-
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sions of this Act) are each amended by striking out ",• except that"
and all that follows and inserting in lieu thereof a period.

(b) The amendments made by subsection (a) shall apply with re-
spect to benefits under title II of the Social Security Act for months
after the month in which this Act is enacted, but only in cases in
which the "last month" referred to in the provision amended is a
month after the month in which this Act is enacted.

CREDIT FOR CERTAIN MILITARY SERVICE

SEC. 308. Section 217(f) of the Social Security Act is amended—
(1) by striking out "widow" each place it appears and insert-

ing in lieu thereof "survivin spouse"; and
(2) by striking out "his' and "her" wherever they appear

(except in clause (A) of paragraph (1)) and inserting in lieu
thereof in each instance "his or her"

CONFORMING AMENDMENTS

SEC. 309. (a) Section 202(b)(3)(A) of the Social Security Act (as
amended by section 301(a)(6) of this Act) is further amended by in-
serting "(g), "after "(f), ".

(b) Section 202(q)(3) of such Act is amended by inserting "or sur-
viving divorced husband" after "widower" in subparagraphs (E),
(F), and (G).

(c) Section 202(q)(5) of such Act is amended—
(1) by inserting "or husband's" after "wife's" wherever it ap-

pears;
(2) by strikin out "her" in subparagraph (A)(i) and inserting

in lieu thereof 'him or her'
(3) by striking out "her" the second place it appears in sub-

paragraph (A)(ii) and inserting in lieu thereof "the '
(4) by striking out "she" wherever it appears and inserting in

lieu thereof "he or she '
(5) by striking out "her" wherever it appears (except where

paragraphs (2) and (3) of this subsection apply) and inserting in
lieu thereof "his or her';

(6) by striking out "the woman" in subparagraph (B)(ii) and
"a woman" in subparagraph (C) and inserting in lieu thereof
"the individual" and "an individual", respectively; and

(7) in subparagraph (D)—
(A) by inserting "or widower's" after "widow's";
(B) by striking out "husband" wherever it appears and

inserting in lieu thereof "spouse";
(C) by striking out "husband's" wherever it appears and

inserting in lieu thereof "spouse's"; and
(D) by inserting "or father's" after "mother's"

(d)(1) Section 202(q)(6)(A) of such Act (as amended by section
134(a)(2) of this Act) is further amended by striking out "or hits-
band's" in clause (i) and by inserting "or husband's' after "wife's"
in clause (ii).

(2) Section 202(q)(7) of such Act is amended—
(A) in subparagraph (B), by inserting "or husband's" after

"wife's", by striking out "she" and inserting in lieu thereof
"such individual' and by inserting "his or" before "her': and
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(B) in subparagraph (D), by inserting "or widower's" after.
"widow's ".

(e)(1) Section 202(s)(1) of such Act is amended by inserting "(c)(1),"
after "(b)(1), ".

(2) Section 202(s)(2) of such Act (as amended by section 131(c)(1) of
this Act) is further amended by inserting "(c)(4), "after "(b)(3), ".

(3) Section 202(s)(3) of such Act (as amended by section 131(c)(2) of
this Act) is further amended by striking out "So much" and all that
follows down through "the last sentence" and inserting in lieu
thereof "The last sentence"

(f) The third sentence of section 203(b)(1) of such Act (as amended
by section 132(b) of this Act) is further amended by inserting "or fa-
ther's" after "mother's ".

(g) Section 203(c) of such Act is amended to read as follows:

"Deductions on Account of Noncovered Work Outside the United
States or Failure to Have Child in Care

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

"(1) in which such individual is under the age of seventy and
for more than forty-five hours of which such individual en-
gaged in noncovered remunerative activity outside the United
States;

"(2) in which such individual, if a wife or husband under age
sixty-five entitled to a wife's or husband's insurance benefit, did
not have in his or her care (individually or jointly with his or
her spouse) a child of such spouse entitled to a child's insur-
ance benefit and such wife's or husband's insurance benefit for
such month was not reduced under the provisions of section
202(q);

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

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

For purposes of paragraphs (2), (3), and (4) of this subsection, a child
shall not be considered to be entitled to a child's insurance benefit
for any month in which paragraph (1) of section 202(s) applies or an
event specified in section 222(b) occurs with respect to such child.
Subject to paragraph (3) of such section 202(s), no deduction shall be
made under this subsection from any child's insurance benefit for
the month in which the child entitled to such benefit attained the
age of eighteen or any subsequent month; nor shall any deduction be
made under this subsection from any widow's insurance benefit for
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any month in which the widow or surviving divorced wife is enti-
tled and has not attained age CS (but only if she became so entitled
prior to attaining age CO), or from any widower's insurance benefit
for any month in which the widower or surviving divorced husband
is entitled and has not attained age CS (but only if he became so
entitled prior to attaining age CO). ".

(Ii) Section 203(d) of such Act is amended by inserting "divorced
husband, "after "husband," in paragraph (1)(A) (as amended by sec-
tion 132(b)(2) of this Act) and by inserting "or father's" after "moth-
er 's" each place it appears in paragraph (2).

(i)(1) Section 205(b) of such Act (as amended by section 301(d)(1) of
this Act) is further amended by inserting "surviving divorced
father, "after "surviving divorced mother, ".

(2) Section 205(c)(1)(C) of such Act (as amended by section 301(d)(2)
of this Act) is further amended by inserting "surviving divorced
father, "after "surviving divorced mother, ".

(j) Section 21C(f)(3)(A) of such Act is amended by inserting "(c),"
before "(f)'

(k) Section 21C(g)(6XA) of such Act is amended by inserting "(c),"
before "(f)"

(1) Section 222(b)(1) of such Act is amended by striking out "or
surviving divorced wife" and inserting in lieu thereof ", surviving
divorced wife, or surviving divorced husband"

(m) Section 222(b)(2) of such Act is amended by inserting "or fa-
ther's" after "mother" wherever it appears.

(n) Section 222(b)(3) of such Act is amended by inserting "divorced
husband, "after "husband, ".

(o) Section 223(d)(2) of such Act is amended by striking out "or
widower" in subparagraphs (A) and (B) and inserting in lieu thereof
"widower, or surviving divorced husband".

(p) Section 225(a) of such Act is amended by inserting "or surviv-
ing divorced husband" after "widower"

(q)(l) Section 22C(e)(3) of such Act is amended to read as follows:
'(3) For purposes of determining entitlement to hospital insurance

benefits under subsection (b), any disabled widow aged SO or older
who is entitled to mother's insurance benefits (and who would have
been entitled to widow s insurance benefits by reason of disability if
she had filed for such widow's benefits), and any disabled widower
aged SO or older who is entitled to father's insurance benefits (and
who would have been entitled to widower's insurance benefits by
reason of disability if he had filed for such widower's benefits),
shall, upon application for such hospital insurance benefits be
deemed to have filed for such widow's or widower's insurance bene-
fits.'

(2) For purposes of determining entitlement to hospital insurance
benefits under section 22C(e)(3) of such Act, as amended by para-
graph (1), an individual becoming entitled to such hospital insur-
ance benefits as a result of the amendment made by such paragraph
shall, upon furnishing proof of his or her disability within twelve
months after the month in which this Act is enacted, under such
procedures as the Secretary of Health and Human Services may pre-
scribe, be deemed to have been entitled to the widow s or widower s
benefits referred to in such section 22C(e)(3), as so amended, as of the
time such individual would have been entitled to such widow's or
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widower's benefits if he or she had filed a timely application there-
for.

EFFECTIVE DATE OF PART A

SEC. 310. (a) Except as otherwise specifically provided in this title,
the amendments made by this part apply only with respect to
monthly benefits payable under title II of the Social Security Act for
months after the month in which this Act is enacted.

(b) Nothing in any amendment made by this part shall be con-
strued as affecting the validity of any benefit which was paid, prior
to the effective date of such amendment, as a result of a judicial
determination.

PART B—COVERAGE

COVERAGE OF EMPLOYEES OF FOREIGN AFFILIATES OF AMERICAN
EMPLOYERS

SEC. 321. (a)(1) So much of subsection (1) of section 3121 of the In-
ternal Revenue Code of 1954 (relating to agreements entered into by
domestic corporations with respect to foreign subsidiaries) as pre-
cedes the second sentence of paragraph (1) thereof is amended to
read as follows:

"(1) AGREEMENTS ENTERED INTO BY AMERICAN EMPLOYERS WITH
RESPECT TO FOREIGN AFFILIATES. —

"(1) AGREEMENT WITH RESPECT TO CERTAIN EMPLOYEES OF
FOREIGN AFFILIATE.—The Secretary shall, at the American em-
ployer's request, enter into an agreement (in such manner and
form as may be prescribed by the Secretary) with any American
employer (as defined in subsection (Ii)) who desires to have the
insurance system established by title II of the Social Security
Act extended to service performed outside the United States in
the employ of any 1 or more of such employer's foreign affiliates
(as defined in paragraph (8)) by all employees who are citizens
or residents of the United States, except that the agreement
shall not apply to any service performed by, or remuneration
paid to, an employee if such service or remuneration would be
excluded from the term 'employment' or 'wages: as defined in
this section, had the service been performed in the United
States."

(2) Paragraph (8) of section 3121(l) of such Code (defining foreign
subsidiary) is amended to read as follows:

"(8) FOREIGN AFFILIATE DEFINED.—For purposes of this sub-
section and section 210(a) of the Social Security Act—

"(A) IN GENERAL.—A foreign affiliate of an American
employer is any foreign entity in which such American em-
ployer has not less than a 10-percent interest.

"(B) DETERMINATION OF 10-PERCENT INTEREST.—For pur-
poses of subparagraph (A), an American employer has a 10-
percent interest in any entity if such employer has such an
interest directly (or through one or more entities)—

"(i) in the case of a corporation, in the voting stock
thereof and
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"(ii) in the case of any other entity, in the profits
thereof"

(b) The clause (B) of section 210(a) of the Social Security Act (de-
fining employment) which precedes paragraph (1) thereof (as amend-
ed by section 2(a)(2) of this Act) is further amended to read as fol-
lows: "(B) outside the United States by a citizen or resident of the
United States as an employee (i) of an American employer (as de-
fined in subsection (e) of this section), or (ii) of a foreign affiliate (as
defined in section 121(l)(8) of the Internal Revenue Code of 1954) of
an American employer during any period for which there is in effect
an agreement, entered into pursuant to section ?121(l) of such Code,
with respect to such affiliate; ".

(c) Subsection (a) of section 406 of the Internal Revenue Code of
1954 (relating to treatment of certain employees of foreign subsidiar-
ies for pension, etc., purposes) is amended to read as follows:

"(a) TREATMENT AS EMPLOYEES OF AMERICAN EMPLOYER. —For
purposes of applying this part with respect to a pension, profit-shar-
ing, or stock bonus plan described in section 4 01(a), an annuity plan
described in section 40?(a), or a bond purchase plan described in sec-
tion 4 05(a), of an American employer (as defined in section 121(h)),
an individual who is a citizen or resident of the United States and
who is an employee of a foreign affiliate (as defined in section
121(l)(8)) of such American employer shall be treated as an employ-
ee of such American employer, if—

"(1) such American employer has entered into an agreement
under section ?121(l) which applies to the foreign affiliate of
which such individual is an employee;

"(2) the plan of such American employer expressly provides
for contributions or benefits for individuals who are citizens or
residents of the United States and who are employees of its for-
eign affiliates to which an agreement entered into by such
American employer under section 121(l) applies; and

"(i) contributions under a funded plan of deferred compensa-
tion (whether or not a plan described in section 4 01(a), 40?(a), or
4 05(a)) are not provided by any other person with respect to the
remuneration paid to such individual by the foreign affiliate."

(d) Paragraph (1) of section 4 07(a) of such Code (relating to certain
employees of domestic subsidiaries engaged in business outside the
United States) is amended—

(1) by striking out "citizen of the United States" and insert-
ing in lieu thereof "citizen or resident of the United States ",
and

(2) by striking out "citizens of the United States" and insert-
ing in lieu thereof "citizens or residents of the United States ".

(e)(1) Those provisions of subsection (1) of section ?121 of such
Code which are not amended by subsection (a) of this section are
amended in accordance with the following table:
Strike out (wherever it appears in the And insert:

text or heading):
domestic corporation American employer
domestic corporations American employers
subsidiary affiliate
subsidiaries affiliates
foreign corporation fereign entity
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Strike out (wherever it appears in the And insert:
text or heading):

foreign corporations foreign entities
citizens citizens or residents
the word "a" where it appears before an

"domestic '

(2)(A) Section 406 of such Code (other than subsection (a) thereof)
is amended in accordance with the following table:
Strike out (wherever appearing in the And insert:

text):
domestic corporation American employer
subsidiary affiliate
the word "a" where it appears before an

"domestic ".

(B) Paragraph (V of subsection (c) of such section 406 (as in effect
before the amendment made by subparagraph (A)) is amended by
striking out "another corporation controlled by such domestic corpo-
ration" and inserting in lieu thereof "another entity in which such
American employer has not less than a 10-percent interest (within
the meaning of section 121(l)(8)(B))".

(C)(i) So much of subsection (d) of such section 406 as precedes
paragraph (1) thereof is amended by striking out "another corpora-
tion" and inserting in lieu thereof "another taxpayer ".

(ii) Paragraph (1) of subsection (d) of such section 406 is amended
by striking out "any other corporation" and inserting in lieu thereof
"any other taxpayer'

(D)(i) The heading of such section 406 is amended to read as fol-
lows:

"SEc. 406. EMPLOYEES OF FOREIGN AFFILIATES Co VERED B SECTION
3121(l) AGREEMENTS. '

(ii) The table of sections for subpart A of part I of subchapter D of
chapter 1 of such Code is amended by striking out the item relating
to section 406 and inserting in lieu thereof the following:

"Sec. 406. Employees of foreign affiliates covered by section 8121(l)
agreements."

(i') Clause (A) of the second sentence of section 1402(b) of such
Code (defining self-employment income) is amended by striking out
"employees of foreign subsidiaries of domestic corporations" and in-
serting in lieu thereof "employees of foreign affiliates of American
employers ".

(4)(A) Subparagraph (C) of section 641Yc)(2) of such Code (relating
to special refunds of FICA taxes in the case of employees of certain
foreign corporations) is amended—

(i) by striking out "FOREIGN CORPORATIONS" in the heading
and inserting in lieu thereof "FOREIGN AFFILIATES ' and

(ii) by striking out "domestic corporation" in the text and in-
serting in lieu thereof "American employer ".

(B) The heading of paragraph (2) of section 641Yc) of such Code is
amended by striking out "FOREIGN CORPORATIONS" and inserting in
lieu thereof "FOREIGN AFFILIATES '

(f)(1)(A) The amendments made by this section (other than subsec-
tion (d)) shall apply to agreements entered into after the date of the
enactment of this Act.
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(B) At the election of any American employer, the amendments
made by this section (other than subsection (d)) shall also apply to
any agreement entered into on or before the date of the enactment of
this Act. Any such election shall be made at such time and in such
manner as the Secretary may by regulations prescribe.

(2)(A) The amendments made by subsection (d) shall apply to
plans established after the date of the enactment of this Act.

(B) At the election of any domestic parent corporation the amend-
ments made by subsection (d) shall also apply to any plan estab-
lished on or before the date of the enactment of this Act. Any such
election shall be made at such time and in such manner as the Sec-
retary may by regulations prescribe.

EXTENSION OF COVERAGE BY INTERNATIONAL SOCIAL SECURITY
AGREEMENT

SEC. 322. (a)(1) Section 210(a) of the Social Security Act is amend-
ed, in the matter preceding paragraph (1)—

(A) by striking out "either" before "(A)", and
(B) by inserting before "; except" the following: ", or (C) if it

is service, regardless of where or by whom performed, which is
designated as employment or recognized as equivalent to em-
ployment under an agreement entered into under section 233".

(2) Section 3121(b) of the Internal Revenue Code of 1954 is amend-
ed, in the matter preceding paragraph (1)—

(A) by striking out "either" before "(A)' and
(B) by inserting before "; except" the following: ", or (C) if it

is service, regardless of where or by whom performed, which is
designated as employment or recognized as equivalent to em-
ployment under an agreement entered into under section 233 of
the Social Security Act".

(b)(1) Section 211(b) of the Social Security Act is amended by in-
serting after "non-resident alien individual" the following: ", except
as provided by an agreement under section 233".

(2) The first sentence of section 14 02(b) of the Internal Revenue
Code of 1954 is amended by inserting after "nonresident alien indi-
vidual" the following: ", except as provided by an agreement under
section 233 of the Social Security Act"

(c) The amendments made by this section shall be effective for
taxable years beginning on or after the date of the enactment of this
Act.

TREATMENT OF CERTAIN SERVICE PERFORMED OUTSIDE THE UNITED
STATES

SEC. 323. (a)(1) Subsection (b)of section 3121 of the Internal Reve-
nue Code of 1954 (defining employment) is amended by striking out
"a citizen of the United States" in the matter preceding paragraph
(1) thereof and inserting in lieu thereof "a citizen or resident of the
United States"

(2) Subsection (a) of section 210 of the Social Security Act is
amended by striking out "a citizen of the United States" in the
matter preceding paragraph (1) thereof and inserting in lieu thereof
"a citizen or resident of the United States ".
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(b)(1) Paragraph (11) of section 1402(a) of the Internal Revenue
Code of 1954 (defining net earnings from self-employment) is amend-
ed by striking out "in the case of an individual described in section
911(d)(1)(B), ".

(2)(A) Paragraph (10) of section 211(a) of the Social Security Act is
amended to read as follows.

"(10) the exclusion from gross income provided by section
911(a)(1) of the Internal Revenue Code of 1954 shall not apply;
and"

(B) Effective with respect to taxable years beginning after Decem-
ber 31, 1981, and before January 1, 1984, paragraph (10) of section
211(a) of such Act is amended to read as follows:

"(10) in the case of an individual described in section
911(d)(1)(B) of the Internal Revenue Code of 1954, the exclusion
from gross income provided by section 911(a)(1) of such Code
shall not apply; and":

(c)(1) The amendments made by subsection (a) shall apply to rem u-
neration paid after December 31, 1983.

(2) Except as provided in subsection (b)(2)(B), the amendments
made by subsection (b) shall apply to taxable years beginning after
December 31, 1983.

AMOUNTS RECEIVED UNDER CERTAIN DEFERRED COMPENSATION AND
SALARY REDUCTION ARRANGEMENTS TREATED AS WAGES FOR FICA
TAXES

SEC. 324. (a)(1) Section 3121 of the Internal Revenue Code of 1954
frelating to definitions) is amended by adding at the end thereof the
following new subsection:

"(v) TREATMENT OF CERTAIN DEFERRED COMPENSATION AND
SALARY REDUCTION ARRANGEMENTS.—

"(1) CERTAIN EMPLOYER CONTRIBUTIONS TREATED AS WAGES.—
Nothing in any paragraph of subsection (a) (other than para-
graph (1)) shall exclude from the term 'wages '—

"(A) any employer contribution under a qualified cash or
deferred arrangement (as defined in section 401(k)) to the
extent not included in gross income by reason of section
402(a)(8), or

"(B) any amount treated as an employer contribution
under section 414(h)(2).

"(2) TREATMENT OF CERTAIN NONQUALIFIED DEFERRED COM-
PENSATION PLANS.—

"(A) IN GENERAL.—Any amount deferred under a nonqua-
lified deferred compensation plan shall be taken into ac-
count for purposes of this chapter as of the later of—

"(i) when the services are performed, or
"(ii) when there is no substantial risk of forfeiture of

the rights to such amount.
"(B) TAXED ONLY ONCE.—Any amount taken into account

as wages by reason of subparagraph (A) (and the income at-
tributable thereto) shall not thereafter be treated as wages
for purposes of this chapter.

"(C) NONQUALIFIED DEFERRED COMPENSATION PLAN. —For
purposes of this paragraph, the term 'nonqualified deferred
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compensation plan' means any plan or other arrangement
for deferral of compensation other than a plan described in
subsection (a)(5).

"(3) EXEMPT GOVERNMENTAL DEFERRED COMPENSATION
pLAN.—For purposes of subsection (a)(5), the term 'exempt gov-
ernmental deferred compensation plan' means any plan provid-
ing for deferral of compensation established and maintained
for its employees by the United States, by a State or political
subdivision thereof or by an agency or instrumentality of any of
the foregoing. Such term shall not include—

"(A) any plan to which section 83, 402(b), 4 03(c), 457(a), or
457(e)(1) applies, and

"(B) any annuity contract described in section 403(b)."
(2) Paragraph (5) of section 3121(a) of such Code (defining wages)

is amended—
(A) by striking out "or"at the end of subparagraph (C),
(B) by striking out the semicolon at the end of subparagraph

(D) and inserting in lieu thereof a comma, and
(C) by adding at the end thereof the following new subpara-

graphs:
'(E) under or to an annuity contract described in section

4 03(b), other than a payment for the purchase of such contract
which is made by reason of a salary reduction agreement
(whether evidenced by a written instrument or otherwise),

"(F) under or to an exempt governmental deferred compensa-
tion plan (as defined in subsection (v)(3)), or

"(G) to supplement pension benefits under a plan or trust de-
scribed in any of the foregoing provisions of this paragraph to
take into account some portion or all of the increase in the cost
of living (as determined by the Secretary of Labor) since retire-
ment but only if such supplemental payments are under a plan
which is treated as a welfare plan under section 3(2)(B)(ii) of
the Employee Retirement Income Security Act of 1974; ".

(3) Subsection (a) of section 3121 of such Code (defining wages) is
amended—

(A) in paragraph (2), by striking out subparagraph (A) and
redesignating subparagraphs (B), (C), and (D) as subparagraphs
(A), (B), and (C), respectively,

(B) by striking out paragraphs (3) and (9),
(C) in paragraph (13)(A)—

(i) by inserting "or" after "death, ", and
(ii) by striking out "or (iii) retirement after attaining an

age specified in the plan referred to in subparagraph (B) or
in a pension plan of the employer,': and

(D) by striking out "subparagraph (B)" in the last sentence
thereof and inserting in lieu thereof "subparagraph (A)"

(b)(1) Section 3306 of the Internal Revenue Code of 1954 (relating
to definitions) is amended by adding at the end thereof the follow-
ing new subsection:

"(r) TREATMENT OF CERTAIN DEFERRED COMPENSATION AND
SALARY REDUCTION ARRANGEMENTS.—

"(1) CERTAIN EMPLOYER CONTRIBUTIONS TREATED AS WAGES.—
Nothing in any paragraph of subsection (b) (other than para-
graph (1)) shall exclude from the term 'wages '—
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"(A) any employer contribution under a qualified cash or
deferred arrangement (as defined in section 401(k)) to the
extent not included in gross income by reason of section
402(a)(8), or

"(B) any amount treated as an employer contribution
under section 414(h)(2).

"(2) TREATMENT OF CERTAIN NONQUALIFIED DEFERRED COM-
PENSATION PLANS.—

"(A) IN GENERAL.—Any amount deferred under a
nonqualified deferred compensation plan shall be taken
into account for purposes of this chapter as of the later of—

"(i) when the services are performed, or
"(ii) when there is no substantial risk of forefeiture

of the rights to such amount.
"(B) TAXED ONLY ONCE.—Any amount taken into account

as wages by reason of subparagraph (A) (and the income at-
tribu table thereto) shall not thereafter be treated as wages
forpurposes of this chapter.

'(C) NONQUALIFIED DEFERRED COMPENSATION PLAN. —For
purposes of this paragraph, the term 'nonqualified deferred
compensation plan' means any plan or other arrangement
for deferral of compensation other than a plan described in
subsection (b)(5)."

(2) Paragraph (5) of section 3306(b) of such Code (defining wages)
is amended—

(A) by striking out "or"at the end of subparagraph (C),
(B) by striking out the semicolon at the end of subparagraph

(D) and inserting in lieu thereof a comma, and
(C) by adding at the end thereof the following new subpara-

graphs:
'(E) under or to an annuity contract described in section

4 03(b), other than a payment for the purchase of such contract
which is made by reason of a salary reduction agreement
(whether evidenced by a written instrument or otherwise),

"(F) under or to an exempt governmental deferred compensa-
tion plan (as defined in section 3121(v)(3)), or

"(G) to supplement pension benefits under a plan or trust de-
scribed in any of the foregoing provisions of this paragraph to
take into account some portion or all of the increase in the cost
of living (as determined by the Secretary of Labor) since retire-
ment but only if such supplemental payments are under a plan
which is treated as a welfare plan under section 3(2XB)(ii) of
the Employee Retirement Income Security Act of 1974; ".

(3) Subsection (b)of section 3306 of such Code (defining wages) is
amended—

(A) in paragraph (2), by striking out subparagraph (A) and
redesignating subparagraphs (B), (C), and (D) as subparagraphs
(A), (B), and (C), respectively,

(B) by striking out paragraphs (3) and (8), and (C) in para-
graph (10)(A)—,

(i) by inserting "or" after "death,': and

(ii) by striking out "or (iii) retirement after attaining an
age specified in the plan referred to in subparagraph (B) or
in a pension plan of the employer, ".
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(4)(A Subparagraph (A) of section 3306(b)('2) of such Code, as redes-
ignated by paragraph (3)(A), is amended to read as follows:

"(A) sickness or accident disability (but, in the case of
payments made to an employee or any of his dependents,
this subparagraph shall exclude from the term 'wages' only
payments which are received under a workman s compensa-
tion law), or"

(B) Subsection (b) of section 3306 of such Code (defining wages) is
amended by adding at the end thereof the following new flush sen-
tence:
"Except as otherwise provided in regulations prescribed by the Sec-
retary, any third party which makes a payment included in wages
solely by reason of the parenthetical matter contained in subpara-
graph (A) of paragraph (2) shall be treated for purposes of this chap-
ter and chapter 22 as the employer with respect to such wages":

(C) Rules similar to the rules of subsections (d) and (e) of section 3
of the Act entitled "An Act to amend the Omnibus Reconciliation
Act of 1981 to restore minimum benefits under the Social Security
Act" (Public Law 97-123), approved December 29, 1981, shall apply
in the administration of section 3306(b) (2) (A) of such Code (as
amended by subparagraph (A)).

(c)(1) Section 209 of the Social Security Act is amended by adding
at the end thereof (as amended by this Act) the following new para-
graphs:

"Nothing in any of the foregoing provisions of this section (other
than subsection (a)) shall exclude from the term 'wages'

"(1) any employer contribution under a qualified cash or de-
ferred arrangement (as defined in section 401(k) of the Internal
Revenue Code of 1954) to the extent not included in gross
income by reason of section 402(a)(8) of such Code, or

"(2) any amount which is treated as an employer contribution
under section 414(h)(2) of such Code.

"Any amount deferred under a nonqualified deferred compensa-
tion plan (within the meaning of section 3121(v)(2)(C) of the Internal
Revenue Code of 1954) shall be taken into account for purposes of
this title as of the later of when the services are performed, or when
there is no substantial risk of forfeiture of the rights to such
amount. Any amount taken into acount as wages by reason of the
preceding sentence (and the income attributable thereto) shall not
thereafter be treated as wages for purposes of this title."

(2) Subsection (e) of section 209 of such Act is amended by adding
before the semicolon at the end thereof the following: ", or (5) under
or to an annuity contract described in section 4 03(b) of the Internal
Revenue Code of 1954, other than a payment for the purchase of
such contract which is made by reason of a salary reduction agree-
ment (whether evidence by a written instrument or otherwise), or (6)
under or to an exempt governmental deferred compensation plan (as
defined in section 3121(v)(3) of such Code), or (7) to supplement pen-
sion benefits under a plan or trust described in any of the foregoing
provisions of this subsection to take into account some portion or all
of the increase in the cost of living (as determined by the Secretary
of Labor) since retirement but only if such supplemental payments
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are under a plan which is treated as a welfare plan under section
3(2)(B)(ii) of the Employee Retirement Income Security Act of 1974;".

(3) Section 209 of such Act is amended—
(A) in subsection (b), by striking out paragraph (1) and rede-

signing paragraphs (2), (3), and (4) as paragraphs (1), (2), and
(3), respectively,

(B) by striking out subsections (c) and (i), and
(C) in subsection (m)(1)—

(i) by inserting "or" after "death,': and
(ii) by striking out "or (C) retirement after attaining an

age specified in the plan referred to in paragraph (2) or in a
pension plan of the employer, ".

(4) Section 203(f)(5)(C) of the Social Security Act is amended by
adding at the end thereof the following new sentence: "The term
'wages'does not include—

"(i) the amount of any payment made to, or on behalf of
an employee or any of his dependents (including any
amount paid by an employer for insurance or annuities, or
into a fund, to provide for any such payment) on account of
retirement, or

"(ii) any payment or series of payments by an employer to
an employee or any of his dependents upon or after the ter-
mination of the employee's employment relationship be-
cause of retirement after attaining an age specified in a
plan referred to in section 209(m)(2) or in a pension plan of
the employer."

(d)(1) Except as otherwise provided in this subsection, the amend-
ments made by this section shall apply to remuneration paid after
December 31, 1983.

(2) Except as otherwise provided in this subsection, the amend-
ments made by subsection (b) shall apply to remuneration paid after
December 31, 1984.

(3) The amendments made by this section shall not apply to em-
ployer contributions made during 1984 and attributable to services
performed during 1983 under a qualified cash or deferred arrange-
ment (as defined in section 4 01(k) of the Internal Revenue Code of
1954) if under the terms of such arrangement as in effect on March
24, 1983—

(A) the employee makes an election with respect to such con-
tribution before January 1, 1984, and

(B) the employer identifies the amount of such contribution
before January 1, 1984.

In the case of the amendments made by subsection (b), the preceding
sentence shall be applied by substituting "1985" for "1984" each
place it appears and by substituting "during 1984" for "during
1983 "

(4) In the case of an ageeement in existence on March 24, 1983,
between a nonqualified deferred compensation plan (as defined in
section 3121(v)(2)(C) of the Internal Revenue Code of 1954, as added
by this section) and an individual—

(A) the amendments made by this section (other than subsec-
tion (b)) shall apply with respect to services performed by such
individual after December 31, 1983, and

18—370 0 — 83 — S
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(B) the amendments made by subsection (b) shall apply with
respect to services performed by such individual after December
31, 1984.

The preceding sentence shall not apply in the case of a plan to
which section 457(a) of such Code applies.

EFFECT OF CHANGES IN NAMES OF STATE AND LOCAL EMPLOYEE
GROUPS IN UTAH

SEC. 326. (a) Section 218(o) of the Social Security Act is amended
by adding at the end thereof the following new sentence: "Coverage
provided for in this subsection shall not be affected by a subsequent
change in the name of a group. "

(b) The amendment made by subsection (a) shall apply with re-
spect to name changes made before, on, or after the date of the en-
actment of this section.

EFFECTIVE DATES OF INTERNATIONAL SOCIAL SECURITY AGREEMENTS

SEC. 327. (a) Section 233(e)(2) of the Social Security Act is amend-
ed by striking out "during which each House of the Congress has
been in session on each of 90 days" and inserting in lieu thereof
"during which at least one House of the Congress has been in ses-
sion on each of 60 days ".

(b) The amendment made by subsection (a) shall be effective on
the date of the enactment of this Act.

CODIFICATION OF ROWAN DECISION WITH RESPECT TO MEALS AND
LODGING

SEC. 328. (a)(1) Subsection (a) section 3121 of the Internal Revenue
Code of 1954 (defining wages) is amended by striking out "or" at the
end of paragraph (17), by striking out the period at the end of para-
graph (18) and inserting in lieu thereof "; or' and by inserting after
paragraph (18) the following new paragraph:

"(19) the value of any meals or lodging furnished by or on
behalf of the employer if at the time of such furnishing it is
reasonable to believe that the employee will be able to exclude
such items from income under section 119. "

(2) Section 209 of the Social Security Act is amended by striking
out "or" at the end of subsection (p), by striking out the period at
the end of subsection (q) and inserting in lieu thereof "; or ' and by
inserting after subsection (q) the following new subsection:

"(r) The value of any meals or lodging furnished by or on behalf
of the employer if at the time of such furnishing it is reasonable to
believe that the employee will be able to exclude such items from
income under section 119 of the Internal Revenue Code of 1954. "

(b)(1) Subsection (a) of section 3121 of such Code is amended by
inserting after paragraph (19) (as added by subsection (a) of this sec-
tion) the following new sentence: "Nothing in the regulations pre-
scribed for purposes of chapter 24 (relating to income tax withhold-
ing) which provides an exclusion from 'wages' as used in such chap-
ter shall be construed to require a similar exclusion from 'wages' in
the regulations prescribed for purposes of this chapter. "
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(2) Section 209 of the Social Security Act is amended by inserting
immediately after subsection (r) (as added by subsection (a) of this
section) the following new sentence: "Nothing in the regulations pre-
scribed for purposes of chapter 24 of the Internal Revenue Code of
1954 (relating to income tax withholding) which provides an exclu-
sion from 'wages' as used in such chapter shall be construed to re-
quire a similar exclusion from 'wages' in the regulations prescribed
for purposes of this title. ".

(c) Subsection (b) of section 3306 of the Internal Revenue Code of
1954 (defining wages) is amended—

(1) by striking out "or" at the end of paragraph (12),
(2) by striking out the period at the end of paragraph (13) and

inserting in lieu thereof ' or'
(3) by adding immediately after paragraph (13) the following

new paragraph:
"(14) the value of any meals or lodging furnished by or on

behalf of the employer if at the time of such furnishing it is
reasonable to believe that the employee will be able to exclude
such items from income under section 119. ", and

(4) by adding at the end thereof the following new flush sen-
tence:

"Nothing in the regulations prescribed for purposes of chapter 24
(relating to income tax withholding) which provides an exclusion
from 'wages' as used in such chapter shall be construed to require a
similar exclusion from 'wages' in the regulations prescribed for pur-
poses of this chapter. ".

(d)(1) Except as provided in paragraph (2), the amendments made
by subsections (a) and (b) shall apply to remuneration paid after De-
cember 31, 1983.

(2) The amendments made by subsection (c) shall apply to remu-
neration paid after December 31, 1984.

TREATMENT OF CONTRIBUTIONS UNDER SIMPLIFIED EMPLOYEE
PENSIONS

SEC. 329. (a) Subparagraph (D) of section 3121(a)(5) of the Internal
Revenue Code of 1954 (defining wages) is amended by striking out
"section 219" and inserting in lieu thereof "section 219(b)(2)"

(b) Subsection (e) of section 209 of the Social Security Act, as
amended by this Act, is amended by striking out the semicolon at
the end thereof and inserting in lieu thereof the following: ' or (8)
under a simplified employee pension (as defined in section 408(k) of
the Internal Revenue Code of 1954) i/ at the time of the payment, it
is reasonable to believe that the employee will be entitled to a de-
duction under section 219(b)(2) of such code for such payment;"

(c) Subparagraph (D) of section 3306(b)(5) of the Internal Revenue
Code of 1954 is amended by striking out "section 219" and inserting
in lieu thereof "section 219(b)(2)"

(d)(1) Except as provided in paragraph (2), the amendments made
by this section shall apply to remuneration paid after December 31,
1983.

(2) The amendments made by subsection (c) shall apply to remu-
neration paid after December 31, 1984.
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PART C—OTHER AMENDMENTS

TECHNICAL AND CONFORMING AMENDMENTS TO MAXIMUM FAMILY
BENEFIT PROVISIONS

SEC. 331. (a)(1) Section 203(a)(3)(A) of the Social Security Act is
amended by striking out clause (ii) and inserting in lieu thereof the
following:

"(ii) an amount (I) initially equal to the product of 1.75 and
the primary insurance amount that would be computed under
section 215(a)(1), for January of the year determined for pur-
poses of this clause under the following two sentences, with re-
spect to average indexed monthly earnings equal to one-twelfth
of the contribution and benefit base determined for that year
under section 230, and (II) thereafter increased in accordance
with the provisions of section 215(i)(2)(A)(ii).

The year established for purposes of clause (ii) shall be 1983 or, if it
occurs later with respect to any individual, the year in which oc-
curred the month that the application of the reduction provisions
contained in this subparagraph began with respect to benefits pay-
able on the basis of the wages and self-employment income of the
insured individual. If for any month subsequent to the first month
for which clause (ii) applies (with respect to benefits payable on the
basis of the wages and self-employment income of the insured indi-
vidual) the reduction under this subparagraph ceases to apply, then
the year determined under the preceding sentence shall be redeter-
mined (for parposes of any subsequent application of this subpara-
graph with respect to benefits payable on the basis of such wages
and self-employment income) as though this subparagraph had not
been previously applicable. "

(2) Section 203(a)(7) of such Act is amended by striking out every-
thing that follows "shall be reduced to an amount equal to" and
inserting in lieu thereof "the amount determined in accordance
with the provisions of paragraph 6V(A)(ii) of this subsection, except
that for this purpose the references to subparagraph (A) in the last
two sentences of paragraph (3)(A) shall be deemed to be references to
paragraph (7).'.

(b) Clause (i) in the last sentence of section 203(b)(1) of such Act
(as amended by section 132(b) of this Act) is further amended by
striking out "penultimate sentence" and inserting in lieu thereof
"first sentence of paragraph (4)".

(c) The amendments made by subsection (a) shall be effective with
respect to payments made for months after December 1983.

RELAXATION OF INSURED STATUS REQUIREMENTS FOR CERTAIN
WORKERS PREVIOUSLY ENTITLED TO A PERIOD OF DISABILITY

SEC. 332. (a) Section 216(i)(3) of the Social Security Act is amend-
ed—

(1) by striking out the semicolon at the end of clause (ii) of
subparagraph (B) and inserting in lieu thereof ", or' and

(2) by inserting after clause (ii) of such subparagraph the fol-
lowing new claus3:

"(iii) in the case of an individual (not otherwise insured
under clause (i)) who, by reason of clause (ii), had a prior period
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of disability that began during a period before the quarter in
which he or she attained age 31, not less than one-half of the
quarters beginning after such individual attained age 21 and
ending with such quarter are quarters of coverage, or (if the
number of quarters in such period is less than 12) not less than
6 of the quarters in the 12-quarter period ending with such
quarter are quarters of coverage; ".

(b) Section 223(c)(1)(B) of such Act is amended—
(1) by striking out the semicolon at the end of clause (ii) and

inserting in lieu thereof ", or"; and
(2) by inserting after clause (ii) the following new clause:

"(iii) in the case of an individual (not otherwise insured
under clause (i)) who, by reason of section 216('i)(3)(B)(ii),
had a prior period of disability that began during a period
before the quarter in which he or she attained age 31, not
less than one-half of the quarters beginning after such indi-
vidual attained age 21 and ending with the quarter in
which such month occurs are quarters of coverage, or (if the
number of quarters in such period is less than 12) not less
than 6 of the quarters in the 12-quarter period ending with
such quarter are quarters of coverage; ".

(c) The amendments made by this section shall be effective with
respect to applications for disability insurance benefits under sec-
tion 223 of the Social Security Act, and for disability determina-
tions under section 216(i) of such Act, filed after the date of the en-
actment of this Act, except that no monthly benefits under title II of
the Social Security Act shall be payable or increased by reason of
the amendments made by this section for months before the month
following the month of enactment of this Act.

PROTECTION OF BENEFITS OF ILLEGITIMATE CHILDREN OF DISABLED
BENEFICIARIES

SEC. 333. (a) The last sentence of section 216(h)(3) of the Social Se-
curity Act is amended by striking out "subparagraph (A)(i)" and in-
serting in lieu thereof "subparagraphs (A)(i) and (B)(i)".

(b) The amendment made by subsection (a) shall be effective on
the date of the enactment of this Act.

ONE-MONTH RETROACTIVITY OF WIDOW'S AND WIDOWER 'S INSURANCE
BENEFITS

SEC. 334. (a) Section 202(j)(4)(B) of the Social Security Act is
amended—

(1) by redesignating clauses (iii) and (iv) as clauses (iv) and
(v), respectively; and

(2) by adding after clause (ii) the following new clause:
"(iii) Subparagraph (A) does not apply to a benefit under subsec-

tion (e) or (f) for the month immediately preceding the month of ap-
plication, if the insured individual died in that preceding month. ".

(b) The amendments made by subsection (a) shall apply with re-
spect to survivors whose applications for monthly benefits are filed
after the second month following the month in which this Act is
enacted.
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NONASSIGNABILITY OF BENEFITS

SEC. 335. (a) Section 207 of the Social Security Act is amended—
(1) by inserting "(a)" before "The right' and
(2) by adding at the end thereof the following new subsection:

"(b) No other provision of law, enacted before, on, or after the date
of the enactment of this section, may be construed to limit, super-
sede, or otherwise modify the provisions of this section except to the
extent that it does so by express reference to this section. "

(bXl) Section 459(a) of such Act is amended by inserting "(includ-
ing section 207)" after "any other provision of law."

(2)(A) Section 86(a) of the Internal Revenue Code of 1954 (as
added by section 121(a) of this Act) is amended by inserting "(not-
withstanding section 207 of the Social Security Act)" before "in-
cludes"

(B) Section 871(a)(3XA) of such Code (as added by section 121(c)(1)
of this Act) is amended by inserting "(notwithstanding section 207
of the Social Security Act)" after "income'

(0 The amendments made by subsection (a) shall apply only with
respect to benefits payable or rights existing under the Social Secu-
rity Act on or after the date of the enactment of this Act.

USE OF DEATH CERTIFICATES TO PREVENT ERRONEOUS BENEFIT
PA YMENTS TO DECEASED INDIVIDUALS

SEC. 336. Section 205 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

"USE OF DEATH CERTIFICATES TO CORRECT PROGRAM INFORMATION

"(rXl) The Secretary shall undertake to establish a program under
which—

"(A) States (or political subdivisions thereof) voluntarily con-
tract with the Secretary to furnish the Secretary periodically
with information (in a form established by the Secretary in con-
sultation with the States) concerning individuals with respect
to whom death certificates (or equivalent documents main-
tained by the States or subdivisions) have been officially filed
with them;

"(B) There will be (1) a comparison of such information on
such individuals with information on such individuals in the
records being used in the administration of this Act, (2) valida-
tion of the results of such comparisons, and (3) corrections in
such records to accurately reflect the status of such individual.

"(2) Each State (or political subdivision thereof) which furnishes
the Secretary with information on records of deaths in the State or
subdivision under this subsection may be paid by the Secretary from
amounts available for administration of this Act the reasonable costs
(establLshed by the Secretary in consultation with the States) for
transcribing and transmitting such information to the Secretary.

"(3) In the case of individuals with respect to whom federally
funded benefits are provided by (or through) a Federal or State
agency other than under this Act, the Secretary shall to the extent
feasible provide such information through a cooperative arrange-
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ment with such agency, for ensuring proper payment of those bene-
fits with respect to such individuals if—

"(A) under such arrangement the agency provides reimburse.
ment to the Secretary for the reasonable cost of carrying out
such arrangement, and

"(B) such arrangement does not conflict with the duties of the
Secretary under paragraph (1).

"(4) The Secretary may enter into similar agreements with States
to provide information for their use in programs wholly funded by
the States if the requirements of (r)('3)(A) and (r)('3)(B) are met.

"(5) The Secretary may use or provide for the use of such records
as may be corrected under this section, subject to such safeguards as
the Secretary determines are necessary or appropriate to protect the
information from unauthorized use or disclosure, for statistical and
research activities conducted by Federal and State agencies;

"('6) In formation furnished to the Secretary under this subsection
may not be used for any purpose other than the purpose described in
this subsection and is exempt from disclosure under section 552 of
title 5, United States Code, and from his requirements of section
552a of such title.

"(7) The Secretary shall include information on the status of the
program established under this section and impediments to the ef-
fective implementation of the program in the 1984 report required
under section 704 of the Act. ".

PUBLIC PENSION OFFSET

SEC. 337 (a) Subsections (bX4)(A), (c)(2)(A), (f)(2)(A), and (g)(4)(A) of
section 202 of the Social Security Act, and paragraph (7)(A) of sec-
tion 202(e) of such Act (as redesignated by section 131(a)(3)(A) of this
Act), are each amended—

(1) by striking out "by an amount equal to the amount of any
monthly periodic benefit" and inserting in lieu thereof "by an
amount equal to two-thirds of the amount of any monthly peri-
odic benefit': and

(2) by adding at the end thereof the following new sentence:
"The amount of the reduction in any benefit under this subpar-
agraph, if not a multiple of $0.10, shall be rounded to the next
higher multiple of $0.10. ".

(b) The amendments made by subsection (a) of this section shall
apply only with respect to monthly insurance benefits payable under
title II of the Social Security Act to individuals who initially
become eligible (as defined in section 334 of Public Law 95—216) for
monthly periodic benefits (within the meaning of the provisions
amended by subsection (a)) for months after June 1983.

STUDY CONCERNING THE ESTABLISHMENT OF THE SOCIAL SECURITY
ADMINISTRATION AS AN INDEPENDENT AGENCY

SEC. 338. (a) There is hereby established, under the authority of
the Committee on Ways and Means of the House of Representatives
and the Committee on Finance of the Senate; a joint study panel to
be known as the Joint Study Panel on the Social Security Adminis-
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tration (hereafter in thi.s section referred to as the "Panel"). The
duties of the Panel shall be to conduct the study provided for in
subsection (c).

(b)(1) The Panel shall be composed of 3 members, appointed joint-
ly by the chairmen of the Committee on Ways and Means of the
House of Representatives and the Committee on Finance of the
Senate and such chairmen shall jointly select one member of the
Panel to serve as chairman of the Panel. Members of the Panel
shall be chosen, on the basw of their integrity, impartiality, and
good judgment, from individuals who, as a result of their training,
experience, and attainments, are widely recognized by professionals
in the fields of government administration, social insurance, and
labor relations as experts in those fields.

(2) Vacancies in the membership of the Panel shall not affect the
power of the remaining members to perform the duties of the Panel
and shall be filled in the same manner in which the original ap-
pointrnent was made.

(3) Each member of the Panel not otherwwe in the employ of the
United States Government shall receive the daily equivalent of the
annual rate of basic pay payable for level V of the Executive Sched-
ule under section 5316 of title 5, United States Code, for each day
during which such member w actually engaged in the performance
of the duties of the Panel. Each member of the Panel shall be al-
lowed travel expenses in the same manner as any individual em-
ployed intermittently by the Federal Government is allowed travel
expenses under section 5703 of title 5, United States Code.

(4) Jiy agreement between the chairmen of the Committee on Ways
and Means of the House of Representatives and the Committee on
Finance of the Senate, such Committees shall provide the Panel, on
a reimbursable basis, office space, clerical personnel, and such sup-
plies and equipment as may be necessary for the Panel to carry out
its duties under this section. Subject to such limitations as the
chairmen of such Committees may jointly prescribe, the Panel may
appoint such additional personnel as the Panel considers necessary
and fix the compensation of such personnel as it considers appropri-
ate at an annual rate which does not exceed the rate of basic pay
then payable for GS-18 of the General Schedule under section 5332
of title 5, United States Code, and may procure by contract the tem-
porary or intermittent services of clerical personnel and experts or
consultants, or organizations thereof

(5) There are hereby authorized to be appropriated to the Panel,
from amounts in the general fund of the Treasury not otherwise ap-
propriated, such sums as are necessary to carry out the purposes of
this section.

(c)(1) The Panel shall undertake, as soon as possible after the date
of the enactment of this Act, a thorough study with respect to the
implementation of removing the Social Security Administration
from the Department of Health and Human Services and establish-
ing it as an independent agency in the executive branch with ts
own independent administrative structure, including the possibility
of such a structure headed by a board appointed by the President,
by and with the advice and consent of the Senate.

(2) The Panel in its study under paragraph (1) shall address, ana-
lyze, and report specifically on the following matters:
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(A) the manner in which the transition to an independent
agency would be conducted;

(B) the authorities which would have to be transferred or
amended in such a transition;

(C) any program or programs which would be included within
the jurisdiction of the new agency;

(D) the legal and other relationships of the Social Security
Administration with other organizations which would be re-
quired as a result of establishing the Social Security Adminis-
tration as an independent agency; and

(E) any other details which may be necessary for the develop-
ment of appropriate legislation to establish the Social Security
Administration as an independent agency.

(d) The Panel shall submit to the Committee on Ways and Means
of the House of Representatives and the Committee on Finance of
the Senate, not later than April 1, 1984, a report of the findings of
the study conducted under subsection (c), together with any recom-
mendations the Panel considers appropriate. The Panel and all au-
thority granted in this section shall expire thirty days after the date
of the filing of its report under this section.

LIMITATION ON PA YMENTS TO PRISONERS

SEC. 339. (a) Section 202 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

(x)(1) Notwithstanding any other provision of this title, no month-
ly benefits shall be paid under this section, or under section 223 to
any individual for any month during which such individual is con-
fined in a jail, prison, or other penal institution or correctional fa-
cility, pursuant to his conviction of an offense which constituted a
felony under applicable law, unless such individual is actively and
satisfactorily participating in a rehabilitation program which has
been spefically approved for such individual by a court of law and,
as determined by the Secretary, is expected to result in such individ-
ual being able to engage in substantial gainful activity upon release
and within a reasonable time.

(2) Benefits which would be payable to any individual (other than
a confined individual to whom benefits are not payable by reason of
paragraph (1)) under this title on the basis of the wages and self-
employment income of such a confined individual but for the provi-
sions of paragraph (1), shall be payable as though such confined in-
dividual were receiving such benefits under this section.

(3) Notwithstanding the provisions of section 552a of title 5,
United States Code, or any other provision of Federal or State law,
any agency of the United States Government or of any State (or po-
litical subdivision thereof) shall make available to the Secretary,
upon written request, the name and social security account number
of any individual who is confined in a jail, prison, or other penal
institution or correctional facility under the jurisdiction of such
agency, pursuant to his conviction of an offense which constituted a
felony under applicable law, which the Secretary may require to
carry out the provisions of this subsection.

(b) Section 223 of such Act is amended by striking out subsection
(f).



74

(c) The amendments made by subsections (a) and (b) shall apply
with respect to monthly benefits payable for months beginning on or
after the date of enactment of this Act.

REQUIREMENT OF PREVIOUS UNITED STATES RESIDENCY FOR ALIEN
DEPENDENTS AND SURVIVORS LIVING OUTSIDE THE UNITED STATES

SEC. 40. (a) Section 202(t) of the Social Security Act is amend-
ed—

(1) in the heading, by adding after "United States" the fol-
lowing: ", Residency Requirements for Dependents and Survi-
vors"; and

(2) by adding at the end thereof the following new paragraph:
"(11XA) Paragraph (2) and subparagraphs (A), (B), (C), and (E) of

paragraph (4) shall apply with respect to an individual's monthly
benefits under subsection (b), (c), (d), (e), (f), (g), or (h) only if such
individual meets the residency requirements of this paragraph with
respect to those benefits.

"(B) An individual entitled to benefits under subsection (b), (c), (e),
(f), or (g) meets the residency requirements of this paragraph with
respect to those benefits only if such individual has resided in the
United States, and while so residing bore a spousal relationship to
the person on whose wages and self-employment income such entitle-
ment is based, for a total period of not less than 5 years. For pur-
poses of this subparagraph, a period of time for which an individu-
al bears a spousal relationship to another person consists of a period
throughout which the individual has been, with respect to such
other person, a wife, a husband, a widow, a widower, a divorced
wife, a divorced husband, a surviving divorced wife, a surviving di-
vorced husband, a surviving divorced mother, a surviving divorced
father, or (as applicable in the course of such period) any two or
more of the foregoing.

"(C) An individual entitled to benefits under subsection (d) meets
the residency requirements of this paragraph with respect to those

benefits only if—

"(iXI) such individual has resided in the United States (as
the child of the person on whose wages and self-employment
income such entitlement is based) for a total period of not less

than 5 years, or

"(II) the person on whose wages and self-employment income
such entitlement is based, and the individual's other parent
(within the meaning of subsection (h)6)), if any, have each re-
sided in the United States for a total period of not less than 5
years (or died while residing in the United States), and

"(ii) in the case of an individual entitled to such benefits as
an adopted child, such individual was adopted within the
United States by the person on whose wages and self-employ-
ment income such entitlement is based, and has lived in the
United States with such person and received at least one-half of

his or her support from such person for a period (beginning
before such individual attained age 18) consisting of—

"(I) the year immediately before the month in which such
person became eligible for old-age insurance benefits or dis-
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ability insurance benefits or died, whichever occurred first,
or

"(II) if such person had a period of disability which con-
tinued until he or she became entitled to old-age insurance
bene fits or disability insurance benefits or died, the year
immediately before the month in which such period of dis-
ability began.

"(D) An individual entitled to benefits under subsection (Ii) meets
the residency requirements of this paragraph with respect to those
benefits only if such individual has resided in the United States,
and while so residing was a parent (within the meaning of subsec-
tion (h)(3)) of the person on whose wages and self-employment
income such entitlement is based, for a total period of not less than
5 years.

"(E) This paragraph shall not apply with respect to any individu-
al who is a citizen or resident of a foreign country with which the
United States has an agreement in force concluded pursuant to sec-
tion 233, except to the extent provided by such agreement. ".

(b) Paragraphs (2) and (4) of section 202(t) of such Act are each
amended by striking out "Paragraph (1) shall not apply" and insert-
ing in lieu thereof "Subject to paragraph (11), paragraph (1) shall
not apply":

(c) The amendments made by this section shall apply with respect
to any individual who initially becomes eligible for benefits under
section 202 or 223 after December 31, 1984.

ADDITION OF PUBLIC MEMBERS TO TRUST FUND BOARD OF TRUSTEES

SEC. 341. (a) Section 201(c) of the Social Security Act is amend-
ed—

(1) by inserting before the period at the end of the first sen-
tence the following: ", and of two members of the public (both
of whom may not be from the same political party), who shall
be nominated by the President for a term of four years and sub-
ject to confirmation by the Senate' and

(2) by adding at the end thereof the following new sentence:
"A person serving on the Board of Trustees shall not be consid-
ered to be a fiduciary and shall not be personally liable for ac-
tions taken in such capacity with respect to the Trust Funds.":

(b)Section 1817(b) of such Act is amended—
(1) by inserting before the period at the end of the first sen-

tence the following: ", and of two members of the public (both
of whom may not be from the same political party), who shall
be nominated by the President for a term of four years and sub-
ject to confirmation by the Senate' and

(2) by adding at the end thereof the following new sentence:
"A person serving on the Board of Trustees shall not be consid-
ered to be a fiduciary and shall not be personally liable for ac-
tions taken in. such capacity with respect to the Trust Fund. "

(c) Section 1841(b) of such Act is amended—
(1) by inserting before the period at the end of the first sen-

tence the following: ", and of two members of the public (both
of whom may not be from the same political party), who shall



76

be nominated by the President for a term of four years and sub-
ject to confirmation by the Senate and

(2) by adding at the end thereof the following new sentence:
"A person serving on the Board of Trustees shall not be consid-
ered to be a fiduciary and shall not be personally liable for ac-
tions taken in such capacity with respect to the Trust Fund."

(d) The amendments made by this section shall become effective
on the date of enactment of this Act.

PAYMENT SCHEDULE BY STATE AND LOCAL GOVERNMENTS

SEC. 342. (a) Section 218(eX1XA) of the Social Security Act is
amended to read as follows:

"(A) that the State will pay to the Secretary of the Treasury—
"(i) on the last day of each calendar month, amounts

equivalent to the sum of the taxes which would be imposed
by sections 3101 and 3111 of the Internal Revenue Code of
1854 with respect to the period which includes the first fif-
teen days of such calendar month if the services for which
wages were paid in such period to employees covered by the
agreement constituted employment covered by the agree-
ment constituted employment as defined in section 3231 of
such Code, and

"(ii) on the fifteenth day of the calendar month following
such calendar month, amounts equivalent to the sum of the
taxes which would be imposed by sections 3101 and 3111 of
such Code with respect to the period beginning with the six-
teenth day of such calendar month and ending with the
last day of such calendar month if the services for which
wages were paid in such period to employees covered by the
agreement constituted employment as defined in section
3121 of such Code; and"

(b) The amendments made by this section shall apply to calendar
months beginning after December 31, 1983.

EARNINGS SHARING IMPLEMENTATION REPORT

REPORT

SEC. 344. (a) The Secretary of Health and Human Services (herein-
after in thi.s Part referred to as the "Secretary") shall develop, in
consultation with the Senate Committee on Finance and the Com-
mittee on Ways and Means of the House of Representatives, propos-
als for earnings sharing legislation as described in subsection (b).
The Secretary shall report such proposals to such committees not
later than July 1, 1984. The report and proposals provided to such
committees shall—

(1) take into account, discuss, and analyze the impact of earn-
ings sharing on various categories of social security benefici-
aries and include recommendations for the implementation of
earnings sharing which may be necessary to provide adequate
protection for particular classes of beneficiaries;

(2) include specific recommendations with respect to an appro-
priate and feasible time period or time periods for implementa-
tion of such proposals along with recommendations for any
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transition provtsions which may be necessary or appropriate;
and

(3) provide cost-impact analyses on each proposal presented.
(b) For the purposes of subsection (a), the term "earnings sharing"

refers to proposals that the combined earnings of a husband and
wife during the period of their marriage shall be divided equally
and shared between them for social security benefit purposes.

(c) In preparing the report and proposals required in subsection
(a), the Secretary shall include consideration and analysis of the
earnings sharing proposals contained in (1) 5. 3, p98th Congress, 1st
Session, (2) HR. 1513, p97th Congress, 1st Session, and (3) the earn-
ings sharing option described in the report entitled "Social Security
and the Changing Roles of Men and Women' submitted to the Con-
gress pursuant to Public Law p95-216, the Social Security Amend-
ments of L977.

(d) In carrying out subsections (a), (b), and (c), the Secretary shall
consult with the Director of the Congressional Budget Office. Not
later than 30 days after the Secretary submits the report required in
subsection (a), the Director of the Congressional Budget Office shall
submit a report to the committees identified in such subsection on
the methodologies, recommendations, and analyses used in the Sec-
retary's report.

VETERANS' ADMINISTRATION REORGANIZATION

REORGANIZATION

SEC. 345. The requirements of section 210(b) (2) (A) of title 38,
United States Code, shall not apply to the planned administrative
reorganization at the Veterans' Administration Los Angeles Data
Processing Center involving the transfer of 25 full-time equivalent
employees from the Office of Data Management and Technology to
the Department of Medicine and Surgery of the Veterans' Adminis-
tration.

SOCIAL SECURITY CARDS

SEC. 346. (a) Section 205(c)(2) of the Social Security Act is amend-
ed by adding at the end thereof the following new subparagraph:

"(D) The Secretary shall issue a social security card to each indi-
vidual at the time of the issuance of a social security account
number to such individual. The social security card shall be made
of banknote paper, and (to the maximum extent practicable) shall be
a card which cannot be counterfeited. "

(b)The amendment made by this section shall apply with respect
to all new and replacement social security cards issued more than
L93 days after the date of the enactment of this Act.

(c) Within 90 days after the date of the enactment of this Act the
Secretary of Health and Human Services shall report to the Con-
gress on his plans for implementing the amendment made by this
section.
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BUDGETARY TREATMENT OF TRUST FUND OPERATIONS

SEC. 347. (a)(1) Title VII of the Social Security Act (as amended by
section 143 of this Act) is further amended by adding at the end
thereof the following new section:

"BUDGETARY TREATMENT OF TRUST FUND OPERATIONS

"SEC. 710. The disbursements of the Federal Old-Age and Survi-
vors Insurance Trust Fund, the Federal Disability Insurance Trust
Fund, the Federal Hospital Insurance Trust Fund, and the Federal
Supplementary Medical Insurance Trust Fund shall be treated as a
separate major functional category in the budget of the United
States Government as submitted by the President and in the con-
gressional budget, and the receipts of such Trust Funds, including
the taxes imposed under sections 1401, 3101, and 3111 of the Inter-
nal Revenue Code of 1954, shall be set forth separately in such
budgets. ".

(2)(A) The amendment made by paragraph (1) shall apply with re-
spect to fiscal years beginning on or after October 1, 1984, and
ending on or before September 30, 1992, except that such amendment
shall apply with respect to the fiscal year beginning on October 1,
1983, to the extent it relates to the congressional budget.

(b) Effective for fiscal years beginning on or after October 1, 1992,
section 710 of such Act (as added by subsection (a) of this section) is
amended to read as follows:

"BUDGETARY TREATMENT OF TRUST FUND OPERATIONS

"SEC. 710. (a) The receipts and disbursements of the Federal Old-
Age and Survivors Insurance Trust Fund, the Federal Disability In-
surance Trust Fund, and the Federal Hospital Insurance Trust
Fund and the taxes imposed under sections 1401, 3101, and 3111 of
the Internal Revenue Code of 1954 shall not be included in the
totals of the budget of the United States Government as submitted
by the President or of the congressional budget and shall be exempt
from any general budget limitation imposed by statute on expendi-
tures and net lending (budget outlays) of the United States Govern-
ment.

"(b) The disbursements of the Federal Supplementary Medical In-
surance Trust Fund shall be treated as a separate major functional
category in the budget of the United States Government as submit-
ted by the President and in the congressional budget, and the re-
ceipts of such Trust Fund shall be set forth separately in such budg-
ets. ".

LIBERALIZATION OF EARNINGS TEST

SEC. 348. (a) Section 203(f)(3) of the Social Security Act is amend-
ed by striking out "50 per centum of his earnings for such year in
excess of the product of the applicable exempt amount as deter-
mined under paragraph (8)" and inserting in lieu thereof the follow-
ing: "331/3 percent of his earnings for such year in excess of the prod-
uct of the applicable exempt amount as determined under para-
graph (8) in the case of an individual who has attained retirement
age (as defined in section 216W) before the close of such taxable
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year, or 50 percent of his earnings for such year in excess of such
product in the case of any other individual"

(b) The amendment made by subsection (a) shall apply only in the
case of individuals attaining retirement age (as defined in section
210(l) of the Social Security Act) after December 1989.

TITLE IV—SUPPLEMENTAL SECURITY INCOME BENEFITS

INCREASE IN FEDERAL SSI BENEFIT STANDARD

SEC. 401. (a)(1) Section 1617 of the Social Security Act is amended
by adding at the end thereof the following new subsection:

"(c) Effective July 1, 1983—
"(1) each of the dollar amounts in effect under subsections

(a)(1)(A) and (b,)(1) of section 1611, as previously increased under
this section, shall be increased by $240 (and the dollar amount
in effect under subsection (a)(1)(A) section 211 of Public Law 93-
66, as previously so increased, shall be increased by $120); and

"('2) each of the dollar amounts in effect under subsections
(a)(2)(A) and (b,)(2) of section 1611, as previously increased under
this section, shall be increased by $360. ".

(2) Section 1617(b) of such Act is amended by striking out "this
section" and inserting in lieu thereof "subsection (a) of this section ".

(b) Section 161 7(a)(2) of such Act is amended by inserting ' or, if
greater (in any case where the increase under title II was deter-
mined on the basis of the wage increase percentage rather than the
CPI increase percentage), the percentage by which benefit amounts
under title II would be increased for such month if the increase had
been determined on the basis of the CPI increase percentage," after
"are increased for such month ".

ADJUSTMENTS IN FEDERAL SSI PASS-THROUGH PROVISIONS

SEC. 402. Section 1618 of the Social Security Act is amended by
redesignating the subsection (c) which was added by Public Law 97-
377 as subsection (d), and by adding at the end thereof the following
new subsection:

"(e)(1) For any particular month after March 1983, a State which
is not treated as meeting the requirements imposed by paragraph (4)
of subsection (a) by reason of subsection (b) shall be treated as meet-
ing such requirements if and only if—

"(A) the combined level of its supplementary payments (to re-
cipients of the type involved) and the amounts payable (to or on
behalf of such recipients) under section 1611(b) of this Act and
section 211(a)(1)(A) of Public Law 93—66, for that particular
month,

is not less than—
"(B) the combined level of its supplementary payments (to re-

cipients of the type involved) and the amounts payable (to or on
behalf of such recipients) under section 1611(b) of this Act and
section 211(a)(1XA) of Public Law 93-66, for March 1983, in-
creased by the amount of all cost-of-living adjustments under
section 1617 (and zny other benefit increases under this title)
which have occurred after March 1983 and before that particu-
lar month.
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"(2) In determining the amount of any increase in the combined
level involved under paragraph (1)(B) of this subsection, any portion
of such amount which would otherwise be attributable to the in-
crease under section 1617(c) shall be deemed instead to be equal to
the amount of the cost-of-living adjustment which would have oc-
curred in July 1988 (without regard to the 3-percent limitation con-
tained in section 215(i)(1)(B)) if section 111 of the Social Security
Amendments of 1988 had not been enacted. ".

SSI ELIGIBILITY FOR TEMPORARY RESIDENTS OF EMERGENCY SHELTERS
FOR THE HOMELESS

SEC. 408. (a) Section 1611(e)(1) of the Social Security Act is amend-
ed—

(1) by striking out "subparagraph (B) and (C)" in subpara-
graph (A) and inserting in lieu thereof "subparagraphs (B), (C),
and (D)"; and

(2) by adding at the end thereof the following new subpara-
graph:

"(D) A person may be an eligible individual or eligible spouse for
purposes of this title with respect to any month throughout which
he is a resident of a public emergency shelter for the homeless (as
defined in regulations which shall be prescribed by the Secretary);
except that no person shall be an eligible individual or eligible
spouse by reason of this subparagraph more than three months in
any 12-month period. ".

(b) The amendments made by subsection (a) shall be effective with
respect to months after the month in which this Act is enacted.

DISREGARDING OF EMERGENCY AND OTHER IN-KIND ASSISTANCE
PROVIDED BY NONPROFIT ORGANIZATIONS

SEC. 404. (a) Section 1612(b)(18) of the Social Security Act is
amended by striking out "any assistance received" and all that fol-
lows down through "(B)" and inserting in lieu thereof the following:
"any support or maintenance assistance furnished to or on behalf of
such individual (and spouse if any) which (as determined under reg-
ulations of the Secretary by such State agency as the chief executive
officer of the State may designate) is based on need for such support
or maintenance, including assistance received to assist in meeting
the costs of home energy (including both heating and cooling), and
which ".

(b) Section 402(a)(86) of such Act is amended by striking out
"shall not include as income" and all that follows down through
"(B)" and inserting in lieu thereof the following: "shall not include
as income any support or maintenance assistance furnished to or on
behalf of the family which (as determined under regulations of the
Secretary by such State agency as the chief executive officer of the
State may designate) is based on need for such support and mainte-
nance, including assistance received to assist in meeting the costs of
home energy (including both heating and cooling), and which ".

(c) The amendments made by this section shall be effective with
respect to months which begin after the month in which this Act is
enacted and end before October 1, 1984.



81

NOTIFICATION REGARDING SSI

SEC. 405. Prior to July 1, 1984, the Secretary of Health and
Human Services shall notify all elderly recipients of benefits under
title II of the Social Security Act who may be eligible for supple-
mental security income benefits under title XVI of such act of the
availability of the supplemental security income program, and shall
encourage such recipients to contact the Social Security district
office. Such notification shall also be made to all recipients prior to
attainment of age 65, with the notification made with respect to eli-
gibility for supplementary medical insurance.

TITLE V—UNEMPLOYMENT COMPENSATION PROVISIONS

PART A—FEDERAL SUPPLEMENTAL COMPENSATION

EXTENSION OF PROGRAM

SEC. 501. (a) Paragraph (2) of section 602(f) of the Federal Supple-
mental Compensation Act of 1982 is amended by striking out
"March 31, 1983" and inserting in lieu thereof "September 30,
1983".

(b) Section 605(2) of such Act is amended by striking out "April 1,
1983" and inserting in lieu thereof "October 1, 1983'

NUMBER OF WEEKS FOR WHICH COMPENSATION PA YABLE

SEC. 502. (a) Subsection (e) of section 602 of the Federal Supple-
mental Compensation Act of 1982 is amended by redesignating para-
graph (3) as paragraph (4) and by striking out paragraph (2) and in-
serting in lieu thereof the following new paragraphs:

"(2)(A) In the case of any account from which Federal supplemen-
tal compensation was first payable to an individual for a week be-
ginning after March 31, 1983, the amount established in such ac-
count shall be equal to the lesser of—

"(i) 55 per centum of the total amount of regular compensa-
tion (including dependents' allowances) payable to the individu-
al with respect to the benefit year (as determined under the
State law) on the basis of which he most recently received regu-
lar compensation, or

(ii) the applicable limit determined under the following table
times his average weekly benefit amount for his benefit year,
"In the case of The applicable

weeks during a: limit is:
C-percent period 14
5-percent period 12
4-percent period 10
Low-unemployment period 8

"(B) In the case of any State whose applicable limit, as deter-
mined under clause (ii) of subparagraph (A) for the first week begin-
ning after March 27, 1983, and after the date of the enactment of
part A of title V of the Social Security Amendments of 1983, would
be more than 4 weeks lower than the number of weeks applicable to
such State under this paragraph as in effect for the week beginning
March 27, 1983, the applicable limit for such State for that week
and any succeeding week shall not be lower than 4 less than the

8—37O 0 — 83 — 6
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number so applicable to such State for the week beginning March
27, 1983.

"(C) In the case of any account from which Federal supplemental
compensation was payable to an individual for a week beginning
before April 1, 1983, the amount established in such account shall
be equal to the lesser of the subparagraph (A) entitlement or the
sum of—

"(i) the subparagraph (A) entitlement reduced (but not below
zero) by the aggregate amount of Federal supplemental compen-
sation paid to such individual for weeks beginning before April
1, 1983, plus

"(ii) such individual's additional entitlement.
"(D) For purposes of subparagraph (C) and this subparagraph—

"(i) The term 'subparagraph (A) entitlement' means the
amount which would have been established in the account if
subparagraph (A) had applied to such account.

"(ii) The term 'additional entitlement' means the lesser of—
"(I) three-fourths of the subparagraph (A) entitlement, or
"(II) the applicable limit determined under the following

table times the individual's average weekly benefit amount
for his benefit year.
"In the case of The applicable

weeks during a: limit is:
6-percent period 10

5.percent period 8

4-percent period 8

Low-employment period 6

"(E) Except as provided in subparagraph (C)(i), for purposes of de-
termining the amount of Federal supplemental compensation pay-
able for weeks beginning after March 31, 1983, from an account de-
scribed in subparagraph (C), no reduction in such account shall be
made by reason of any Federal supplemental compensation paid to
the individual for weeks beginning before April 1, 1983.

"(3XA) For purposes of this subsection, the terms '6-percent
period', '5-percent period', '4-percent period', and 'low-unemployment
period' mean, with respect to any State, the period which—

"(i) begins with the 3d week after the 1st week in which the
rate of insured unemployment in the State for the period con-
sisting of such week and the immediately preceding 12 weeks
falLs in the applicable range, and

"(ii) ends with the 3d week after the 1st week in which the
rate of insured unemployment for the period consisting of such
week and the immediately preceding 12 weeks does not fall
within the applicable range.

"(B) For purposes of subparagraph (A), the applicable range is as
follows:
"In the case of a: The applicable range is:

6-percent period A rate equal to or exceeding 6 percent.
5-percent period A rate equal to or exceeding 5 percent,

but less than 6 percent.
4-percent period A rate equal to or exceeding 4 percent,

but less than 5 percent.
Low-employment A rate less than 4 percent.
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"(C) No 6-percent period, 5-percent period, or 4-percent period, as
the case may be, shall last for a period of less than 4 weeks unless
the State enters a period with a higher percentage designation.

"(D) For purposes of this subsection—
"(i) The rate of insured unemployment for any period shall be

determined in the same manner as determined for purposes of
section 203 of the Federal-State Extended Unemployment Com-
pensation Act of 1970.

"(ii) The amount of an individual's average weekly benefit
amount shall be determined in the same manner as determined
for purposes of section 202('b)(l)(C) of such Act. ".

(bXl) Section 602('f)('2) of such Act is amended by inserting before
the period at the end thereof the following: "; except that in the case
of any individual who received such compensation for the week pre-
ceding the last week beginning after such date, such compensation
shall be payable to such individual for weeks beginning after such
date, but the total amount of such compensation payable for such
weeks shall be limited to 50 percent of the total amount which
would otherwise be payable for such weeks"

(2) Section 605(2) of such Act is amended by inserting before the
semicolon the following: "(except as otherwise provided in section
602(f)(2))".

(c) Paragraph (3) of section 602(d) of the Federal Supplemental
Compensation Act of 1982 is amended to read as follows:

"(3) the maximum amount of Federal supplemental compen-
sation payable to any individual for whom an account is estab-
lished under subsection (e) shall not exceed the lesser of (A) the
amount established in such account for such individual, or (B)
in the case of an individual filing a claim under the interstate
benefit payment plan for Federal supplemental compensation,
the amount which would have been established in such account
if the amount established in such account were determined by
reference to the applicable limit under subparagraph (A)(ii) or
(D)(ii) of subsection (e)(2) applicable in the State in which the
individual is filing such interstate claim under the interstate
benefit payment plan for the week in which he is filing such
claim.

EFFECTIVE DATE

SEC. 503. (a) The amendments made by this part shall apply to
weeks beginning after March 31, 1983.

(b) In the case of any eligible individual—
(1) to whom any Federal supplemental compensation was pay-

able for any week beginning before April 1, 1983, and
(2) who exhausted his rights to such comfiensation (by reason

of the payment of all the amount in his .t'ederal supplemental
compensation account) before the first week beginning after
March 31, 1983,

such individual's eligibility for additional weeks of compensation
by reason of the amendments made by this part shall not be limited
or terminated by reason of any event, or failure to meet any require-
ment of law relating to eligibility for unemployment compensation
occurring after the date of such exhaustion of rights and before
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April 1, 1988 (and the period after such exhaustion and before April
1, 1988, shall not be counted for purposes of determining the expira-
tion of the two years following the end of his benefit year for pur-
poses of section 602(b) of the Federal Supplemental Compensation
Act of 1982).

(c) The Secretary of Labor shall, at the earliest practicable date
after the date of the enactment of this Act, propose to each State
with which he has in effect an agreement under section 602 of the
Federal Supplemental Compensation Act of 1982 a modification of
such agreement designed to provide for the payment of Federal sup-
plemental compensation under such Act in ciccordance with the
amendments made by this part. Notwithstanding any other provi-
sion of law, if any State fails or refuses, within the 8-week period
beginning on the date the Secretary of Labor proposed such a modi-
fication to such State, to enter into such a modification of such
agreement, the Secretary of Labor shall terminate such agreement
effective with the end of the last week which ends on or before such
3-week period.

TRAINING

SEC. 504. Section 602 of the Federal Supplemental Compensation
Act of 1982 is amended by adding at the end thereof the following
new subsection:

"(g) The payment of Federal supplemental compensation shall not
be denied to any recipient (who submits documentation prescribed
by the Secretary) for any week because the recipient is in training or
attending an accredited educational institution on a substantially
full-time basis, or because of the application of State law to any
such recipient relating to the availability for work, the active search
for work, or the refusal to accept work on account of such training
or attendance, unless the State agency determines that such training
or attendance will not improve the opportunities for employment of
the recipient. ".

COORDINATION WITH TRADE READJUSTMENT PROGRAM

SEC. 505. Subsection (e) of section 602 of the Federal Supplemental
Compensation Act of 1982 is amended by adding at the end thereof
the following new paragraph:

"(5)(A) Except as provided in subparagraph (B), the maximum
amount of Federal supplemental compensation payable to an indi-
vidual shall not be reduced by reason of any trade readjustment al-
lowances to which the individual was entitled under the Trade Act
of 1974.

"(B) If an individual received any trade readjustment allowance
under the Trade Act of 1974 in respect of any benefit year, the maxi-
mum amount of Federal supplemental compensation payable under
this subtitle in respect of such benefit year shall be reduced (but not
below zero) so that (to the extent possible by making such a reduc-
tion) the aggregate amount of—

"(i) regular compensation,
"(ii) extended compensation,
"(iii) trade readjustment allowances, and
"(iv) Federal supplemental compensation,
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payable in respect of such benefit year does not exceed the aggregate
amount which would have been so payable had the individual not
been entitled to any trade readjustment allowance."

PART B—PROVISIONS RELATING TO INTEREST AND CREDIT
REDUCTIONS

DEFERRAL OF INTEREST

SEC. 511. (a) Section 1202(b) of the Social Security Act is amended
by addinr at the end thereof the following new paragraphs:

"(8)(A) With respect to interest due under this section on Septem-
ber 30 of 1983, 1984, or 1985 (other than interest previously deferred
under paragraph (3XC)), a State may pay 80 percent of such interest
in four annual installments of at least 20 percent beginning with
the year after the year in which it is otherwise due, if such State
meets the criteria of subparagraph (B). No interest shall accrue on
such deferred interest.

"(B) To meet the criteria of this subparagraph a State must—
"(i) have taken no action since October 1, 1982, which would

reduce its net unemployment tax effort or the net solvency of its
unemployment system (as determined for purposes of section
3302(f) of the Internal Revenue Code of 1954); and

"(ii)(I) have taken an action (as certified by the Secretary of
Labor) after March 31, 1982, which would have increased reve-
nue liabilities and decreased benefits under the State's unem-
ployment compensation system (hereinafter referred to as a 'sol-
vency effort') by a combined total of the applicable percentage
(as compared to such revenues and benefits as would have been
in effect without such State action) for the calendar year for
which the deferral is requested; or

"(II) have had, for taxable year 1982, an average unemploy-
ment tax rate which was equal to or greater than 2.0 percent of
the total of the wages (as determined without any limitation on
amount) attributable to such State subject to contribution under
the State unemployment compensation law with respect to such
taxable years.

In the case of the first year for which there is a deferral (over a 4-
year period) of the interest otherwise payable for such year, the ap-
plicable percentage shall be 25 percent. In the case of the second
such year, the applicable percentage shall be 35 percent. In the case
of the second such year, the applicable percentage shall be 50 per-
cent.

"(G)(i) The base year is the first year for which deferral under this
provision is requested and subsequently granted. The Secretary of
Labor shall estimate the unemployment rate for the base year. To
determine whether a State meets the requirements of subparagraph
(B)(ii)(I), the Secretary of Labor shall determine the percentage by
which the benefits and taxes in the base year with the application
of the action referred to in subparagraph (B)(ii)(I) are lower or great-
er, as the case may be, than such benefits and taxes would have
been without the application of such action. In making this deter-
mination, the Secretary shall deem the application of the action re-
ferred to in subparagraph (B)(ii)(I) to have been effective for the base
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year to the same extent as such action is effective for the year fol-
lowing the year for which the deferral is sought. Once a deferral is
approved under clause (ii)(I) of subparagraph (B) a State must con-
tinue to maintain its solvency effort. Failure to do so shall result in
the State being required to make immediate payment of all deferred
interest.

"(ii) Increases in the taxable wage base from $6,000 to $7,000 or
increases after 1984 in the maximum tax rate to 5.4 percent shall
not be counted for purposes of meeting the requirement of subpara-
graph (B).

"(D) In the case of a State which produces a solvency effort of 50
percent, 80 percent, and 90 percent rather than the 25 percent, 35
percent, 50 percent required under subparagraph (B), the interest
shall be computed at an interest rate which is 1 percentage point
less than the otherwise applicable interest rate.

"(9) Any interest otherwise due from a State on September 30 of a
calendar year after 1982 may be deferred (and no interest shall
accrue on such deferred interest) for a grace period of not to exceed 9
months if for the most recent 12-month period for which data are
available before the date such interest is otherwise due, the State
had an average total unemployment rate of 13.5 percent or greater."

(b) Section 1202(b)(7) of such Act is amended by striking out ",
and before January 1, 1988":

(c) Section 1202(b)(3)(C)(i) of the Social Security Act is amended by
striking the matter that follows clause (II) and inserting "No inter-
est shall accrue on deferred interest."

CAP ON CREDIT REDUCTION

SEC. 512. (a)(1) Section 3302(f) of the Internal Revenue Code of
1954 is amended by adding at the end thereof the following new
paragraph:

"(8) PARTIAL LIMITATION.—
"(A) In the case of a State which would meet the require-

ments of this subsection for a taxable year prior to 1987 but
for its failure to meet one of the requirements contained in
subparagraph (C) or (D) of paragraph (2), the reduction
under subsection (c)(2) in credits otherwise applicable to
taxpayers in such State for such taxable year and each sub-
sequent year (in a period of consecutive years for each of
which a credit reduction is in effect for taxpayers in such
State) shall be reduced by 0.1 percentage point.

"(B) In the case of a State which does not meet the re-
quirements of paragraph (2) but meets the requirements of
subparagraphs (A) and (B) of paragraph (2) and which also
meets the requirements of section 1202(b)(8)(B) of the Social
Security Act with respect to such taxable year, the reduc-
tion under subsection (c)(2) in credits otherwise applicable
to taxpayers in such State for such taxable year and each
subsequent year (in a period of consecutive years for each of
which a credit reduction is in effect for taxpayers in such
State) shall be further reduced by an additional 0.1 per-
centage point.
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"(C) In no case shall the application of subparagraphs
(A) and (B) reduce the credit reduction otherwise applicable
under subsection (cX2) below the limitation under para-
graph (1)."

(2) The amendment made by paragraph (1) shall apply with re-
spect to taxable year 1983 and taxable years thereafter.

(b) Section 3302(fXl) of such Code is amended by striking out "be-
ginning before January 1, 1988, ".

AVERAGE EMPLOYER CONTRIBUTION RATE

SEC. 513. (a) Section 3302(d)(4)(B) of the Internal Revenue Code of
1954 is amended to read as follows:

"(B)(i) for purposes of subparagraph (B) of subsection (c)(2),
the total of the wages (as determined without any limitation on
amount) attributable to such State subject to contributions
under this chapter with respect to such calendar year, and

"(ii) for purposes of subparagraph (C) of subsection (c)(2), the
total of the remuneration subject to contributions under the
State unemployment compensation law with respect to such cal-
endar year."

(b) Section 3302(c)(2)(B)(i) of such Code is amended by striking out
"2.7" and inserting in lieu thereof "2.7 multiplied by a fraction, the
numerator of which is the wage base under this chapter and the de-
nominator of which is the estimated United States average annual
wage in covered employment for the calendar year in which the de-
termination is to be made ".

(c) Section 3302(c)(2)(B) of such Code is amended by inserting after
"(if any)" and following: ", multiplied by a fraction, the numerator
of which is the State's average annual wage in covered employment
for the calendar year in which the determination is made and the
denominator of which is the wage base under this chapter, ".

(d) The amendments made by this section shall be effective for
taxable year 1983 and taxable years thereafter.

DATE FOR PAYMENT OF INTEREST

SEC. 514. Section 1202(b)(3)(A) of the Social Security Act is amend-
ed by striking out "not later than" and inserting in lieu thereof
"prior to"

PENALTY FOR FAILURE TO PAY INTEREST

SEC. 515. (a) Section 303(c) of the Social Security Act is amended
by striking out "or" at the end of paragraph (1), striking out the
period at the end of paragraph (2) and inserting "; or' and adding
at the end thereof the following new paragraph:

"(3) that any interest required to be paid on advances under
title XII of this Act has not been paid by the date on which
such interest is required to be paid or has been paid directly or
indirectly (by an equivalent reduction in State unemployment
taxes or otherwise) by such State from amounts in such State's
unemployment fund, until such interest is properly paid. ".

(b) Section 3304(a) of the Internal Revenue Code of 1954 (relating
to certification of State unemployment compensation laws) is
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amended by redesignating paragraph (17) as paragraph (18) and by
inserting after paragraph (167 the following new paragraph:

"(17) any interest required to be paid on advances under title
XII of the Social Security Act shall be paid in a timely manner
and shall not be paid, directly or indirectly (by an equivalent
reduction in State unemployment taxes or otherwise) by such
State from amounts in such State's unemployment fund; and"

PART C—MISCELLANEOUS PROVISIONS

TREATMENT OF EMPLOYEES PROVIDING SER VICES TO EDUCATIONAL
INSTITUTIONS

SEC. 521. (a)(1) Section 3O4(a)(67(A) of the Internal Revenue Code
of 1954 is amended by adding at the end thereof the following new
clause:

"(v) with respect to services to which section 11O9(aX1) ap-
plies, if such services are provided to or on behalf of an educa-
tional institution, compensation may be denied under the same
circumstances as described in clauses (i) through (iv), and'

(2) Clauses (ii)(I), (iii), and (iv) of such section are each amended
by strikinq out "may be denied" and inserting in lieu thereof "shall
be denied

(b)(1) Except as provided in paragraph (2), the amendments made
by this section shall apply in the case of compensation paid for
weeks beginning on or after April 1, 1984.

(2) In the case of a State with respect to which the Secretary of
Labor has determined that State legislation is required in order to
comply with the amendment made by this section, the amendment
made by this section shall apply in the case of compensation paid
for weeks which begin on or after April 1, 1984, and after the end of
the first session of the State legislature which begins after the date
of the enactment of this Act, or which began prior to the date of the
enactment of this Act and remained in session for at least twenty-
five calendar days after such date of enactment. For purposes of the
preceding sentence, the term "session" means a regular, special,
budget, or other session of a State legislature.

EXTENDED BENEFIT FOR INDIVIDUALS WHO ARE HOSPITALIZED OR ON
JURY DUTY

SEC. 522. (a) Clause (ii) of paragraph ()(A) of section 202(a) of the
Federal-State Extended Unemployment Compensation Act of 1970 is
amended to read as follows:

"(ii) during which he fails to actively engage in seeking work,
unless such individual is not actively engaged in seeking work
because such individual is, as determined in accordance with
State law—

"(I) before any court of the United States or any State
pursuant to a lawfully issued summons to appear for jury
duty (as such term may be defined by the Secretary of
Labor), or

"(II) hospitalized for treatment of an emergency or a life-
threatening condition (as such term may be defined by such
Secretary),
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if such exemptions in clauses (I) and (II) apply to recipients of regu-
lar benefits, and the State chooses to apply such exemptions for re-
cipients of extended benefits; or"

(b) The amendment made by this section shall become effective on
the date of the enactment of this Act.

VOLUNTARY HEALTH INSURANCE PROGRAMS PERMITTED

SEC. 523. (a) AMENDMENT OF THE INTERNAL REVENUE CODE OF
195.—Paragraph () of section 330(a) of the Internal Revenue Code
of 1954 (relating to requirements for approval of State unemploy-
ment compensation laws.) is amended by striking out "and" at the
end of subparagraph (A), by adding "and" at the end of subpara-
graph (B), and by adding after subparagraph (B) the following new
subparagraph:

"(C) nothing in this paragraph shall be construed to pro-
hibit deducting an amount from unemployment compensa-
tion otherwise payable to an individual and using the
amount so deducted to pay for health insurance if the indi-
vidual elected to have such deduction made and such de-
duction was made under a program approved by the Secre-
tary of Labor;"

(b) AMENDMENT OF SOCIAL SECURITY ACT.—Paragraph (5) of sec-
tion 303(a) of the Social Security Act is amended by striking out ";
and" at the end thereof and inserting in lieu thereof ": Provided
further, That nothing in this paragraph shall be construed to pro-
hibit deducting an amount from unemployment compensation other-
wise payable to an individual and using the amount so deducted to
pay for health insurance if the individual elected to have such de-
duction made and such deduction was made under a program ap-
proved by the Secretary of Labor; and"

(c) EFFECTIVE DATE.—The amendments made by this section shall
take effect on the date of the enactment of this Act.

TREA TMENT OF CERTAIN ORGANIZATIONS RETROACTIVELY DETER-
MINED TO BE DESCRIBED IN SECTION 501(C)(3) OF THE INTERNAL
REVENUE CODE OF 1954

SEC. 52. If—
(1) an organization did not make an election to make pay-

ments (in lieu of contributions) as provided in section 3309(a)(2)
of the Internal Revenue Code of 195i before April 1, 1972, be-
cause such organization, as of such date, was treated as an or-
ganization described in section 501(c)(4) of such Code,

(2) the Internal Revenue Service subsequently determined that
such organization was described in section 501(c)(3) of such
Code, and

(3) such organization made such an election before the earlier
of—

(A) the date 18 months after such election was first a vail-
able to it under the St.ate law, or

(B) January 1, 198,
then section 3303(f) of such Code shall be applied with respect to
such organization as if it did not contain the requirement that the
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election be made before April 1, 1972, and by substituting "January
1, 1982" for "January 1, 1969"

TITLE VI—PROSPECTIVE PA YMENTS FOR MEDICARE
INPA TIENT HOSPITAL SER VICES

MEDICARE PA YMENTS FOR INPATIENT HOSPITAL SER VICES ON THE
BASIS OF PROSPECTIVE RATES

SEC. 6O1. (a)(1) Subsection (a)(1) of section 1886 of the Social Secu-
rity Act is amended by adding at the end the following new subpar-
agraph:

"(D) Subparagraph (A) shall not apply to cost reporting periods
beginning on or after October 1, 198i. ".

(2) Subsection (a)(4) of such section is amended by adding at the
end the following new sentence: "Such term does not include costs of
approved educational activities, or, with respect to costs incurred in
cost reporting periods beginning prior to October 1, 1986k, capital re-
lated costs, as defined by the Secretary. ".

(ii) It is the intent of Congress that, in considering the implemen-
tation of a system for including capital-related costs under a pro-
spectively determined payment rate for inpatient hospital services,
costs related to capital projects for which expenditures are obligated
on or after the effective date of the implementation of such system,
may or may not be distinguished and treated differently from costs
of projects for which expenditures were obligated before such date.

(b) Section 1886Yb) of such Act is amended—
(1) by striking out "Notwithstanding sections 1814(b), but sub-

ject to the provisions of sections" in paragraph (1) and inserting
in lieu thereof "Notwithstanding section 1814(b) but subject to
the provisions of section. ";

(2) by inserting "(other than a subsection (d) hospital, as de-
fined in subsection (d)(1)(B))" in the matter before subparagraph
(A) of paragraph (1) after "of a hospital "

(jJ) by inserting, i the matter in paragraph (1) following sub-
paragraph (B), "(other than on the basis of a DRG prospective
payment rate determined under subsection (d))" after "payable
under this title'

(4) by repealing paragraph (2);
(5) by inserting "and subsection (d) and except as provided in

subsection (e)" in paragraph (i)(B) after "subparagraph (A)'
(67 by inserting "or fiscal year" after "cost repQrting period"

each place it appears in paragraph (i)(B);
(7) by inserting "before the beginning of the period or year" in

paragraph (i)(B) after "estimated by the Secretary";
(8) by striking out "exceeds" in paragraph (i)(B) and inserting

in lieu thereof "will exceed' and
(9) by amending paragraph (67, effective with respect to cost

reporting periods beginning on or after October 1, 1982, to read
as follows:

"(67 In the case of any hospital which becomes subject to the taxes
under section i111 of the Internal Revenue Code of 1954, with re-
spect to any or all of its employees, for part or all of a cost reporting
period, and was not subject to such taxes with respect to any or all



91

of its employees for all or part of the 12-month base cost reporting
period referred to in subsection (b)(3)(A)(i), the Secretary shall pro-
vide for an adjustment by increasing the base period amount de-
scribed in such subsection for such hospital by an amount equal to
the amount of such taxes which would have been paid or accrued by
such hospital for such base period if such hospital had been subject
to such taxes for all of such base period with respect to all its em-
ployees, minus the amount of any such taxes actually paid or ac-
crued for such base period. ".

(c)(1) Subsection (c)(1) of such section is amended—
(A) by striking out "and" at the end of subparagraph (B),
(B) by striking out the period at the end of subparagraph (C)

and inserting in lieu thereof; and
(C) by adding at the end the following:
"(D) the Secretary determines that the system will not pre-

clude an eligible organization (as defined in section 1876(b))
from negotiating directly with hospitals with respect to the or-
ganization 's rate of payment for inpatient hospital services; and

"(E) the Secretary determines that the system requires hospi-
tals to meet the requirement of section 1866(a)(1)(G) and the
system provides for the exclusion of certain costs in accordance
with section 1862(a)(14) (except for such waivers thereof as the
Secretary provides by regulation).

The Secretary cannot deny the application of a State under this sub-
section on the ground that the State's hospital reimbursement con-
trol system is based on a payment methodology other than on the
basis of a diagnosis-related group or on the ground that the amount
of payments made under this title under such system must be less
than the amount of payments which would otherwise have been
made under this title not using such system. If the Secretary deter-
mines that the conditions described in subparagraph (C) are based
on maintaining payment amounts at no more than a specified per-
centage increase above the payment amounts in a base period, the
State has the option of applying such test (for inpatient hospital
services under part A) on an aggregate payment basis or on the basis
of the amount of payment per inpatient discharge or admission. If
the Secretary determines that the conditions described in subpara-
graph (C) are based on maintaining aggregate payment amounts
below a national average percentage increase in total payments
under part A for inpatient hospital services, the Secretary cannot
deny the application of a State under this subsection on the ground
that the State's rate of increase in such payments for such services
must be less than such national average rate of increase. '

(2) Subsection (c)(3) of such section is amended——
(A) by striking out "requirement of paragraph (1)(A)" and in-

serting in lieu thereof "requirements of subparagraphs (A), (D),
and (E) of paragraph (1) and, if applicable, the requirements of
paragraph (5), ' and

(B) by inserting "(or, if applicable, in paragraph (5))" in sub-
paragraph (B) after "paragraph (1)".

(3) Subsection (c) of such section is further amended by adding at
the end the following new paragraphs:
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"(4) The Secretary shall approve the request of a State under para-
graph (1) with respect to a hospital reimbursement control system
if—

"(A) the requirements of subparagraphs (A), (B), (C), and (D)
of paragraph (1) have been met with respect to the system, and

"(B) with respect to that system a waiver of certain require-
ments of title XVIII of the Social Security Act has been ap-
proved on or before (and which is in effect as of) the dateof the
enactment of the Social Security Act Amendments of 1983, pur-
suant to section 402(a) of the Social Security Amendments of
196'7 or section 222(a) of the Social Security Amendments of
1972.

With respect to a State system described in this paragraph, the Sec-
retary shall judge the effectiveness of such system on the basis of its
rate of increase or inflation in inpatient hospital payments for indi-
viduals under this title, as compared to the national rate of increase
or inflation for such payments, with the State retaining the option
to have the test applied on the basis of the aggregate payment or
payments per inpatient admission or discharge during the three cost
reporting periods beginning on or after October 1, 1983, after which
such test, at the option of the Secretary, shall no longer apply, and
such State systems shall be treated in the same manner as under
other waivers.

"(5) The Secretary shall approve the request of a State under para-
graph (1) with respect to a hospital reimbursement control system
if—

"(A) the requirements of subparagraphs (A), (B), (C), (D), and
(E) of paragraph (1) have been met with respect to the system;

"(B) the Secretary determines that the system—
"(i) is operated directly by the State or by an entity desig-

nated pursuant to State law,
"(ii) provides for payment of hospitals covered under the

system under a methodology (which sets forth exceptions
and adjustments, as well as any method for changes in the
methodology) by which rates or amounts to be paid for hos-
pital services during a specified period are established
under the system prior to the defined rate period, and

"(iii) hospitals covered under the system will make such
reports (in lieu of cost and other reports, identified by the
Secretary, otherwise required under this title) as the Secre-
tary may require in order to properly monitor assurances
provided under this subsectionS

"(C) the State has provided the ecretary with sat isfactoiy as-
surances that operation of the system will not result in any
change in hospital admission practices which result in—

"(i) a significant reduction in the proportion of patients
(receiving hospital services covered under the system) who
have no third-party coverage and who are unable to pay for
hospital services,

"(ii) a significant reduction in the proportion of individ-
uals admitted to hospitals for inpatient hospital services
for which payment is (or is likely to be) less than the antici-
pated charges for or costs of such services,
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"(iii) the refusal to admit patients who would be expected
to require unusually costly or prolonged treatment for rea-
sons other than those related to the appropriateness of the
care available at the hospital, or

"(iv) the refusal to provide emergency services to any
person who is in need of emergency services if the hospital
provides such services;

"(D) any change by the State in the system which has the
effect of materially reducing payments to hospitals can only
take effect upon 60 days notice to the Secretary and to the hos-
pitals the payment to which is likely to be materially affected
by the change; and

"(E) the State has provided the Secretary with satisfactory as-
surances that in the development of the system the State has
consulted with local governmental officials concerning the
impact of the system on public hospitals.

The Secretary shall response to requests of States under this para-
graph within 60 days of the date the request is submitted to the Sec-
retary.

"(6) If the Secretary determines that the assurances described in
paragraph (1)(C) have not been met with respect to any 36-month
period, the Secretary may reduce payments under this title to hospi-
tals under the system in an amount equal to the amount by which
the payments under this title under such system for such period ex-
ceeded the amount of payments which would otherwise have been
made under this title not using such system. ".

(d) Subsection (d) of such section, as added by section 110 of the
Tax Equity and Fiscal Responsibility Act of 1982, is amended—

(1) by striking out "section 1814(b)" in paragraph (2)(A) and
inserting in lieu thereof "subsection (b)' and

(2) by redesignating the subsection as subsection (j) and trans-
ferring and inserting such subsection at the end of section 1814
of the Social Security Act under the following heading:

"ELIMINATION OF LESSER-OF-COST-OR-CHARGES PROVISION".

(e) Such section 1886 is further amended by adding at the end the
following new subsections.'

"(d)(1)(A) Notwithstanding section 1814(b) but subject to the provi-
sions of section 1813, the amount of the payment with respect to the
operating costs of inpatient hospital services (as defined in subsec-
tion (a)(4)) of a subsection (d) hospital (as defined in subparagraph
(B)) for inpatient hospital discharges in a cost reporting period or in
a fiscal year—

"(i) beginning on or after October 1, 1983, and before October
1, 1984, is equal to the sum of—

"(I) the target percentage (as defined in subparagraph (C))
of the hospital's target amount for the cost reporting period
(as defined in subsection (b)(3)(A), but determined without
the application of subsection (a)), and

"(II) the DRG percentage (as defined in subparagraph (C))
of the regional adjusted DRG prospective payment rate de-
termined under paragraph (2) for such discharges;
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"(ii) beginning on or after October 1, 1984, and before October
1, 1986, is equal to the sum of—

"(I) the target percentage (as defined in subparagraph (C))
of the hospital's target amount for the cost reporting period
(as defined in subsection (b)(3)(A), but determined without
the application of subsection (a)), and

"(II) the DRG percentage (as defined in subparagraph (C))
of the applicable combined adjusted DRG prospective pay-
ment rate determined under subparagraph (D) for such dis-
charges; or

"(iii) beginning on or after October 1, 1986, is equal to the na-
tional adjusted DRG prospective payment rate determined
under paragraph (3) for such discharges.

"(B) As used in this section, the term 'subsection (d) hospital'
means a hospital located in one of the fifty States or the District of
Columbia other than—

"(i) a psychiatric hospital (as defined in section 1861(f)),
"(ii) a rehabilitation hospital (as defined by the Secretary),
"(iii) a hospital whose inpatients are predominantly individ-

uals under 18 years of age, or
"(iv) a hospital which has an average inpatient length of stay

(as determined by the Secretary) of greater than 25 days;
and, in accordance with regulations of the Secretary, does not in-
clude a psychiatric or rehabilitation unit of the hospital which is a
distinct part of the hospital (as defined by the Secretary).

"(C) For purposes of this subsection, for cost reporting periods be-
ginning, or discharges occurring—

"(i) on or after October 1, 1983, and before October 1, 1984, the
'target percentage' is 75 percent and the 'DRG percentage' is 25
percent;

"(ii) on or after October 1, 1984, and before October 1, 1985,
the 'target percentage' is 50 percent and the 'DRG percentage' is
50 percent; and

"(iii) on or after October 1, 1985, and before October 1, 1986,
the 'target percentage' is 25 percent and the 'DRG percentage' is
75 percent.

"(D) For purposes of subparagraph (A)(ii)(II), the 'applicable com-
bined adjusted DRG prospective payment rate' for cost reporting pe-
riods beginning, or discharges occurring—

"(i) on or after October 1, 1984, and before October 1, 1985, is
a combined rate consisting of 25 percent of the national adjust-
ed DRG prospective payment rate, and 75 percent of the region-
al adjusted DRG prospective payment rate, determined under
paragraph (3) for such discharges; and

"(ii) on or after October 1, 1985, and before October 1 1986, is
a combined rate consisting of 50 percent of the national adjust-
ed DRG prospective payment rate, and 50 percent of the region-
al adjusted DRG prospective payment rate, determined under
paragraph (3) for such discharges.

"(2) The Secretary shall determine a national adjusted DRG pro-
spective payment rate, for each inpatient hospital discharge in fiscal
year 1984 involving inpatient hospital services of a subsection (d)
hospital in the United States, and shall determine a regional ad-
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jus ted DRG prospective payment rate for such discharges in each
region, for which payment may be made under part A of this title.
Each such rate shall be determined for hospitals located in urban
or rural areas within the United States or within each such region,
respectively, as follows:

"(A) DETERMINING ALLOWABLE INDIVIDUAL HOSPITAL COSTS
FOR BASE PERIOD.—The Secretary shall determine the allowable
operating costs per discharge of inpatient hospital services for
the hospital for the most recent cost reporting period for which
data are available.

"(B) UPDATING FOR FISCAL YEAR 1984.—The Secretary shall
update each amount determined under subparagraph (A) for
fiscal year 1984 by—

"(i) updating for fiscal year 1983 by the estimated aver-
age rate of change of hospital costs industry-wide between
the cost reporting period used under such subparagraph
and fiscal year 1983 and the most recent case-mix data
available, and

"(ii) projecting for fiscal year 1984 by the applicable per-
centage increase (as defined in subsection (b)(3)(B)) for fiscal
year 1984.

"(C) STANDARDIZING AMOUNTS.—The Secretary shall stand-
ardize the amount updated under subparagraph (B) for each
hospital by—

"(1) excluding an estimate of indirect medical education
costs,

"(ii) adjusting for variations among hospitals by area
and region in the average hospital wage level, and

"(iii) adjusting for variations in case mix among hospi-
tals.

"(D) COMPUTING URBAN AND RURAL A VERA GES. —The Secre-
tary shall compute an average of the standardized amounts de-
termined under subparagraph (C) for the United States and for
each region—

"(i) for all subsection (d) hospitals located in an urban
area within the United States or that region, respectively,
and

"(ii) for all subsection (d) hospitals located in a rural
area within the United States or that region, respectively.

For purposes of this subsection, the term 'region' means one of
the nine census divisions, comprising the fifty States and the
District of Columbia, established by the Bureau of the Census
for statistical and reporting purposes; the term 'urban area'
means an area within a Standard Metropolitan Statistical,
Area (as defined by the Office of Management and Budget) or
within such similar area as the Secretary has recognized under
subsection (a) by regulation; and the term 'rural area' means
any area outside such an area or similar area.

"(E) REDUCING FOR VALUE OF OUTLIER PA YMENTS. —The Secre-
tary shall reduce each of the average standardized amounts de-
termined under subparagraph (D) by a proportion equal to the
proportion (estimated by the Secretary) of the amount of pay-
ments under this subsection based on DRG prospective payment
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rates which are additional payments described in paragraph
(5)(A) (relating to outlier payments).

"(F) MAINTAINING BUDGET NEUTRALITY. —The Secretary shall
adjust each of such average standardized amounts as may be
required under subsection (e)(1)(B) for that fiscal year.

"(G) COMPUTING DRG-SPECIFIC RATES FOR URBAN AND RURAL
HOSPITALS IN THE UNITED STATES AND IN EACH REGION.—For
each discharge classified within a diagnosis-related group, the
Secretary shall establish a national DRG prospective payment
rate and shall establish a regional DRG prospective payment
rate for each region, each of which is equal—

"(i) for hospitals located in an urban area in the United
States or in that region respectively, to the product of—

"(I) the average standardized amount (computed
under subparagraph (D), reduced under subparagraph
(E), and adjusted under subparagraph (F)) for hospitals
located in an urban area in the United States or that
region, and

"(II) the weighting factor (determined under para-
graph (4XB)) for that diagnosis-related group; and

"(ii) for hospitals located in a rural area in the United
States or that region respectively, to the product of—

"(I) the average standardized amount (computed
under subparagraph (D), reduced under subparagraph
(E), and adjusted under subparagraph (F)) for hospitals
loca ted in a rural area in the United States or that
region, and

"(II) the weighting factor (determined under para-
graph (4)(B)) for that diagnosis-related group.

"(H) ADJUSTING FOR DIFFERENT AREA WAGE LEVELS.—The
Secretary shall adjust the proportion (as estimated by the Secre-
tary from time to time) of hospitals' costs which are attrib-
utable to wages and wage-related costs, of the national and
regional DRG prospective payment rates computed under sub-
paragraph (G) for area differences in hospital wage levels by a
factor (established by the Secretary) reflecting the relative hospi-
tal wage level in the geographic area of the hospital compared
to the national average hospital wage level.

"(S) The Secretary shall determine a national adjusted DRG pro-
spective payment rate, for each inpatient hospital discharge in a
fiscal year after fiscal year 1984 involving inpatient hospital serv-
ices of a subsection (d) hospital in the United States, and shall de-
term me a regional adjusted DRG prospective payment rate for such
discharges in each region for which payment may be made under
part A of this title. Each such rate shall be determined for hospitals
located in urban or rural areas within the United States and
within each such region, respectively, as follows:

"(A) UPDATING PREVIOUS STANDARDIZED AMOUNTS.—The Sec-
retary shall compute an average standardized amount for hospi-
tals located in an urban area and for hospitals located in a
rural area within the the United States and for hospitals locat-
ed in an urban area and for hospitals located in a rural area
within each region, equal to the respective average standardized
amount computed for the previous fiscal year under paragraph



97

(2)(D) or under this subparagraph, increased for fiscal year 1985
by the applicable percentage increase under subsection (b)(3)(B),
and adjusted for subsequent fiscal years in accordance with the
final determination of the Secretary under subsection (e)(4), and
adjusted to reflect the most recent case-mix data available.

"(B) REDUCING FOR VALUE OF OUTLIER PAYMENTS.—The Secre-
tary shall reduce each of the average standardized amounts de-
termined under subparagraph (A) by a proportion equal to the
proportion (estimated by the Secretary) of the amount of pay-
ments under this subsection based on DRG prospective payment
amounts which are additional payments described in para-
graph (5)(A) (relating to outlier payments).

"(C) MAINTAINING BUDGET NEUTRALITY.—The Secretary shall
adjust each of such average standardized amounts as may be
required under subsection (e)(1)(B) for that fiscal year.

"(D) COMPUTING DRG-SPECIFIC RATES FOR URBAN AND RURAL
HOSPITALS.—For each discharge classified within a diagnosis-
rela ted group, the Secretary shall establish for the fiscal year a
national DRG prospective payment rate and shall establish a
regional DRG prospective payment rate, for each region, each of
which is equal—

"(i) for hospitals located in an urban area in the United
States or that region (respectively), to the product of—

"(I) the average standardized amount (computed
under subparagraph (A), reduced under subparagraph
(B), and adjusted under subparagraph (C)) for the
fiscal year for hospitals located in an urban area in
the United States or that region, and

"(II) the weighting factor (determined under para-
graph (4)(B)) for that diagnosis-related group; and

"(ii) for hospitals located in a rural area in the United
States or that region (respectively), to the product of—

"(I) the average standardized amount (computed
under subparagraph (A), reduced under subparagraph
(B), and adjusted under subparagraph (C)) for the
fiscal year for hospitals located in a rural area in the
United States or that region, and

"(II) the weighting factor (determined under para-
graph (4)(B)) for that diagnosis-related group.

"(E) ADJUSTING FOR DIFFERENT AREA WAGE LEVELS.—The
Secretary shall adjust the proportion (as estimated by the Secre-
tary from time to time) of hospitals' costs which are attrib-
utable to wages Und wage-related costs, of the DRG prospective
payment rates computed under subparagraph (D) for area dif-
ferences in hospital wage levels by a factor (established by the
Secretary) reflecting the relative hospital wage level in the geo-
graphic area of the hospital compared to the national average
hospital wage level.

"(4)(A) The Secretary shall establish a classification of inpatient
hospital discharges by diagnosis-related groups and a methodology
for classifying specific hospital discharges within these groups.

"(B) For each such diagnosis-related group the Secretary shall
assign an appropriate weighting factor which reflects the relative

18—370 0 — 83 — 7



98

hospital resources used with respect to discharges classified within
that group compared to discharges classified within other groups.

"(C) The Secretary shall adjust the classifications and weighting
factors established under subparagraphs (A) and (B), for discharges
in fiscal year 1986 and at least every four fiscal years thereafter to
reflect changes in treatment patterns, technology, and other factors
which may change the relative use of hospital resources.

"(D) The Commission (established under subsection (e)(2)) shall
consult with and make recommendations to the Secretary with re-
spect to the need for adjustments under subparagraph (C), based
upon its evaluation of scientific evidence with respect to new prac-
tices, including the use of new technologies and treatment modali-
ties. The Commission shall report to the Congress with respect to its
evaluation of any adjustments made by the Secretary under subpar-
agraph (C).

"(5XAXi) The Secretary shall provide for an additional payment
for a subsection (d) hospital for any discharge in a diagnosis-related
group, the length of stay of which exceeds the mean length of stay
for discharges within that group by a fixed number of days, or ex-
ceeds such mean length of stay by some fixed number of standard
deviations, whichever is the fewer number of days.

"(ii) For cases which are not included in clause (i), a subsection
(d) hospital may request additional payments in any case where
charges, adjusted to cost, exceed a fixed multiple of the applicable
DRG prospective payment rate, or exceed such other fixed dollar
amount, whichever is greater.

"(iii) The amount of such additional payment under clauses (i)
and (ii) shall be determined by the Secretary and shall approximate
the marginal cost of care beyond the cutoff point applicable under
clause (i) or (ii).

"(iv) The total amount of the additional payments made under
this subparagraph for discharges in a fiscal year may not be less
than 5 percent nor more than 6 percent of the total payments pro-
jected or estimated to be made based on DRG prospective payment
rates for discharges in that year.

"(B) The Secretary shall provide for an additional payment
amount for subsection (d) hospitals with indirect costs of medical
education, in an amount computed in the same manner as the ad-
justment for such costs under regulations (in effect as of January 1,
1983) under subsection (a)(2), except that in the computation under
this subparagraph the Secretary shall use an educational adjust-
ment factor equal to twice the factor provided under such regula-
tions.

"(CXi) The Secretary shall provide for such exceptions and adjust-
ments to the payment amounts established under this subsection as
the Secretary deems appropriate to take into account the special
needs of regional and national referral centers (including those hos-
pitals of 500 or more beds located in rural areas), and of public or
other hospitals that serve a significantly disproportionate number of
patients who have low income or are entitled to benefits under part
A of this title.

'(ii) With respect to a subsection (d) hospital which is a 'sole com-
munity hospital payment under paragraph (1)(A) for any cost re-
porting period or fiscal year beginning on or after October 1, 1984,
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shall be determined under the formula provided in clause (i) of that
paragraph (except that any reference to paragraph (2) shall be
deemed, for this purpose, a reference to paragraph (3)). In the case of
a sole community hospital that experiences, in a cost reporting
period (beginning on or after October 1, 1983, and before October 1,
1986) compared to the previous cost reporting period, a decrease of
more than 5 percent in its total number of inpatient cases due to
circumstances beyond its control, the Secretary shall provide for
such adjustment to the payment amounts under this subsection as
may be necessary to fully compensate the hospital for the fixed costs
it incurs in the period in providing inpatient hospital services, in-
cluding the reasonable cost of maintaining necessary core staff and
services. For purposes of this subparagraph, the term 'sole communi-
ty hospital' means a hospital that, by reason of factors such as iso-
lated location, weather conditions, travel conditions, or absence of
other hospitals (as determined by the Secretary), is the sole source of
inpatient hospital services reasonably available to individuals in a
geographical area who are entitled to benefits under part A.

"(iii) The Secretary shall provide by regulation for such other ex-
ceptions and adjustments to such payment amounts under this sub-
section as the Secretary deems appropriate (including exceptions and
adjustments that may be appropriate with respect to hospitals in-
volved extensively in treatment for and research on cancer).

"(iv) The Secretary may provide for such adjustments to the pay-
ment amounts under this subsection as the Secretary deems appro-
priate to take into account the unique circumstances of hospitals lo-
cated in Alaska and Hawaii.

"(D)(i) The Secretary shall estimate the amount of reimbursement
made for services described in section 1862(a)(14) with respect to
which payment was made under part B in the base reporting peri-
ods referred to in paragraph (2)(A) and with respect to which pay-
ment is no longer being made.

"(ii) The Secretary shall provide for an adjustment to the payment
for subsection (d) hospitals in each fiscal year so as appropriately to
reflect the net amount described in clause (i).

"(6) The Secretary shall provide for publication in the Federal
Register, on or before the September 1 before each fiscal year (begin-
ning with fiscal year 1984), of a description of the methodology and
data used in computing the adjusted DRG prospective payment
rates under this subsection, including any adjustments required
under subsection (e)(1)(B).

"('7) There shall be no administrative or judicial review under sec-
tion 1878 or otherwise of—

"(A) the determination of the requirement, or the proportwnal
amount, of any adjustment effected pursuant to subsection
(e)(1), and

"(B) the establishment of diagnosis-related groups, of the
methodology for the classification of discharges within such
groups, and of the appropriate weighting factors thereof under
paragraph (4).

"(e)(1)(A) For cost reporting periods of hospitals beginning in
fiscal year 1984 or fiscal year 1985, the Secretary shall provide for
such proportional adjustment in the applicable percentage increase
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(otherwise applicable to the periods under subsection (b)(3)(B)) as
may be necessary to assure that—

"(i) the aggregate payment amounts otherwise provided under
subsection (d)(1)(A)(i)(I) for that fiscal year for operating costs of
inpatient hospital services of hospitals (excluding payments
made under section 1866(a)(1)(F)),

are not greater or less than—
"(ii) the target percentage (as defined in subsection (d)(1)(C))

of the payment amounts which would have been payable for
such services for those same hospitals for that fiscal year under
this section under the law as in effect before the date of the en-
actment of the Social Security Act Amendments of 1983 (exclud-
ing payments made under section 18661a)(1)(F));

except that the adjustment made under this subparagraph shall
apply only to subsection (d) hospitals and shall not apply for pur-
poses of making computations under subsection (d)(2)(B)(ii) or sub-
section (d)(3)(A).

"(B) For discharges occurring in fiscal year 1984 or fiscal year
1985, the Secretary shall provide under subsections (d)(2)(F) and
(d)(3)(C) for such equal proportional adjustment in each of the aver-
age standardized amounts otherwise computed for that fiscal year
as may be necessary to assure that—

"(i) the aggregate payment amounts otherwise provided under
subsection (d)(1)(A)(i)(II) and (d)(5) for that fiscal year for oper-
ating costs of inpatient hospital services of hospitals (excluding
payments made under section 1866(a)(1)(F)),

are not greater or less than—
"(ii) the DRG percentage (as defined in subsection (d)(1)(C)) of

the payment amounts which would have been payable for such
services for those same hospitals for that fiscal year under this
section under the law as in effect before the date of the enact-
ment of the Social Security Act Amendments of 1983 (excluding
payments made under section 1866(a)(1)(F)).

"(2) The Director of the Congressional Office of Technology Assess-
ment (hereafter in this subsection referred to as the 'Director' and
the 'Office respectively) shall provide for appointment of a Prospec-
tive Payment Assessment Commission (hereafter in this subsection
referred to as the 'Commission '), to be composed of independent ex-
perts selected by the Director. In addition to carrying out its func-
tions under subsection (d)(4)(D), the Commission shall review the ap-
plicable percentage increase factor described in subsection (b)(3)(B)
and make recommendations to the Secretary on the appropriate per-
centage change which should be effected for hospital inpatient dis-
charges under subsections (b) and (d) for fiscal years beginning with
fiscal year 1986. In making its recommendations, the Commission
shall take into account changes in the hospital market-basket de-
scribed in subsection (b)(3)(B), hospital productivity, technological
and scientific advances, the quality of health care provided in hos-
pitals (including the quality and skill level of professional nursing
required to maintain quality care), and long-term cost-effectiveness
in the provision of inpatient hospital services.

"(3) The Commission, not later than the April 1 before the begin-
ning of each fiscal year (beginning with fiscal year 1986), shall
report its recommendations to the Secretary on an appropriate
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change factor which should be used (instead of the applicable per-
centage increase described in subsection (b)(3)(B)) for inpatient hospi-
tal services for discharges in that fiscal year.

"(4) Taking into consideration the recommendations of the Com-
mission, the Secretary shall determine for each fiscal year (begin-
ning with fiscal year 198C) the percentage change which will apply
for purposes of this section as the applicable percentage increase
(otherwise described in subsection (b)(3)(B)) for discharges in that
fiscal year, and which will take into accbunt amounts necessary for
the efficient and effective delivery of medically appropriate and nec-
essary care of high quality.

"(5) The Secretary shall cause to have published for public com-
ment in the Federal Register, not later than—

"(A) the June 1 before each fiscal year (beginning with fiscal
year 198C), the Secretary's proposed determination under para-
graph (4) for that fiscal year, and

"(B) the September 1 before such fiscal year after such consid-
eration of public comment on the proposal as is feasible in the
time available, the Secretary's final determination under such
paragraph for that year.

The Secretary shall include in the publication referred to in subpar-
agraph (A) for a fiscal year the report of the Commission's recom-
mendations submitted under paragraph (3) for that fiscal year.

"(6XA) The Commission shall consist of 15 individuals. Members
of the Commission shall first be appointed no later than April 1,
1984, for a term of three years, except that the Director may provide
initially for such shorter terms as will insure that (on a continuing
basis) the terms of no more than seven members expire in any one
year.

"(B) The membership of the Commission shall provide expertise
and experience in the provision and financing of health care, in-
cluding but not limited to physicians and registered professional
nurses, employers, third party payors, individuals skilled in the con-
duct and interpretation of biomedical, health services, and health
economics research, and individuals having expertise in the re-
search and development of technological and scientific advances in
health care. The Director shall seek nominations from a wide range
of groups, including but not limited to—

"(i) national organizations representing physicians, including
medical specialty organizations and registered professional
nurses and other skilled health professionals;

"(ii) national organizations representing hospitals, including
teaching hospitals;

"(iii) national organizations representing manufacturers of
health care products; and

"(iv) national organizations representing the business commu
nity, health benefit programs, labor, and the elderly.

"(C) Subject to such review as the Office deems necessary to assure
the efficient administration of the Commission, the Commission
may—

"(i) employ and fix the compensation of such personnel (not to
exceed 25) as may be necessary to carry out its duties;
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"(ii) seek such assistance and support as may be required in
the performance of its duties from appropriate Federal depart-
ments and agencies;

"(iii) enter into contracts or make other arrangements, as may
be necessary for the conduct of the work of the Commission;

"(iv) make advance, progress, and other payments which
relate to the work of the Commission;

"(v) provide transportation and subsistence for persons serv-
ing without compensation; and

"(vi) prescribe such rules and regulations as it deems neces-
sary with respect to the internal organization and operation of
the Commission.

"(D) While serving on the business of the Commission (including
traveltime), a member of the Commission shall be entitled to com-
pensation at the per diem equivalent of the rate provided for level
IV of the Executive Schedule under section 5315 of title 5, United
States Code; and while so serving away from home and his regular
place of business, a member may be allowed travel expenses, as au-
thorized by the Chairman of the Commission.

"(E) In order to identify medically appropriate patterns of health
resources use in accordance with paragraph (2), the Commission
shall collect and assess information on medical and surgical proce-
dures and services, including information on regional variations of
medical practice and lengths of hospitalization and on other pa-
tient-care data, giving special attention to treatment patterns for
conditions which appear to involve excessively costly or inappropri-
ate services not adding to the quality of care provided. In order to
assess the safety, efficacy, and cost-effectiveness of new and existing
medical and surgical procedures, the Commission shall, in coordina-
tion to the extent possible with the Secretary, collect and assess fac-
tual information, giving special attention to the needs of updating
existing diagnosis-related groups, establishing new diagnosis-related
groups, and making recommendations on relative weighting factors
for such groups to reflect appropriate differences in resource con-
sumption in delivering safe, efficacious, and cost-effective care. In
collecting and assessing information, the Commission shall—

"(i) utilize existing information, both published and unpub-
lished, where possible, collected and assessed either by its own
staff or under other arrangements made in accordance with this
paragraph;

"(ii) carry out, or award grants or contracts for, original re-
search and experimentation, including clinical research, where
existing information is inadequate for the development of
useful and valid guidelines by the Commission; and

"(iii) adopt procedures allowing any interested party to
submit information with respect to medical and surgical proce-
dures and services (including new practices, such as the use of
new technologies and treatment modalities), which information
the Commission shall consider in making reports and recom-
mendations to the Secretary and Congress.

"(F) The Commission shall have access to such relevant informa-
tion and data as may be available from appropriate Federal agen-
cies and shall assure that its activities, especially the conduct of
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original research and medwal studies, are coordinated with the ac-
tivities of Federal agencies.

"(GXi) The Office shall report annually to the Congress on the
functioning and progress of the Commission and on the status of
the assessment of medical procedures and services by the Comm is-.
sion.

"(ii) The Office shall have unrestricted access to all deliberations,
records, and data of the Commission, immediately upon its request.

"(iii) In order to carry out its duties under this paragraph, the
Office is authorized to expend reasonable and necessary funds as
mutually agreed upon by the Office and the Commission. The Office
shall be reimbursed for such funds by the Commission from the ap-
propriations made with respect to the Commission.

"(H) The Commission shall be subject to periodic audit by the
General Accounting Office.

"(I)(i) There are authorized to be appropriated such sums as may
be necessary to carry out the provisions of this paragraph.

"(ii) Eighty-five percent of such appropriation shall be payable
from the Federal Hospital Insurance Trust Fund, and 15 percent of
such appropriation shall be payable from the Federal Supplemen-
tary Medical Insurance Trust Fund. "

"(f)(1) The Secretary shall maintain, for a period ending not earli-
er than September 30, 1.988, a system for the reporting of costs of
hospitals receiving payments computed under subsection (d).

"(2) If the Secretary determines, based upon information supplied
by a utilization and quality control peer review organization under
part B of title XI, that a hospital, in order to circumvent the pay-
ment method established under subsection (b) or (d) of this section,
has taken an action that results in the admission of individuals en-
titled to benefits under part A unnecessarily, unnecessary multiple
admissions of the same such individuals, or other inappropriate
medical or other practices with respect to such individuals, the Sec-
retary may—

"(A) deny payment (in whole or in part) under part A with
respect to inpatient hospital services provided with respect to
such an unnecessary admission (Or subsequent admission of the
same individual), or

"(B) require the hospital to take other corrective action neces-
sary to prevent or correct the inappropriate practice.

"(3) The provisions of paragraphs (2), (.V, and (4) of section 1862(d)
shall apply to determinations under paragraph (2) of this subsection
in the same manner as they apply to determinations made under
section 1862(d)(1).

"(g)(1) If the Congress does not enact legislation, after the date of
the enactment of this subsection and before October 1, 1.986, respect-
ing the payment under this title for capital-related costs for inpa-
tient hospital services, no payment may be made under this title for
capitalrelated costs of capital expenditures (as defined in section
1122(g) and except as provided in section 1122(j)) for inpatient hospi-
tal services in a State, which expenditures are obligated after Sep-
tember 30, 1.986, unless the State has an agreement with the Secre-
tary under section 1122(b) and under the agreement the State has
recommended approval of the capital expenditures.
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"(2) The Secretary shall provide that the amount which is allow-
able, with respect to reasonable costs of inpatient hospital services
for which payment may be made under this title, for a return on
equity capital for hospitals shall, for cost reporting periods begin-
ning on or after the date of the enactment of this subsection, be
equal to amounts otherwise allowable under regulations in effect on
March 1, 198S, except that the rate of return to be recognized shall
be equal to the average of the rates of interest, for each of the
months any part of which is included in the reporting period, on

obligations issued for purchase by the Federal Hospital Insurance
Trust Fund."

(f) Section 1862(aXl) of the Social Security Act is amended—
(1) by strikin' out "(B) or (C)" and inserting in lieu thereof

"(B), (C), or (D)';
(2) by striking out "and" at the end of subparagraph (B);
(S) by striking out the semicolon at the end of subparagraph

(C) and inserting in lieu thereof a comma and "and"; and
(4) by adding at the end thereof the following new subpara-

graph:
'(D) in the case of clinical care items and services provided

with the concurrence of the Secretary and with respect to re-
search and experimentation conducted by, or under contract
with, the Prospective Payment Assessment Commission or the
Secretary, which are not reasonable and necessary to carry out
the purposes of section 1886(eX62; ".

(g) In determining whether a hospital is in an urban or rural area
for purposes of section 1886(d) of the Social Security Act, the Secre-
tary of Health and Human Services shall classify any hospital, lo-
cated in New England as being located in an urban area if such
hospital was classified as being located in an urban area under the
Standard Metropolitan Statistical Area system of classification in
effect in 1979.

CONFORMING AMENDMENTS

SEC. 602. (a) Section 115S('bX2) of the Social Security Act is
amended by adding at the end the following new subparagraph:

"(C) The twelve-month period referred to in subparagraph (A)
shall be deemed to begin not later than October 198S.

(b) Sections 1814(g) and 18S5(e) of the Social Security Act are each
amended by inserting "(or would be if section 1886 did not apply)"
after "section 1861(v)(1XD)"

(c) Section 1814(hX2) of such Act is amended by striking out "the
reasonable costs for such services" and inserting in lieu thereof "the
amount that would be payable for such services under subsection (b)
and section 1886"

(dXl) The matter in section 1861(vXl)(GXi) of such Act following
subclause (III) is amended by striking out "on the basis of the rea-
sonable cost of" and inserting in lieu thereof "the amount otherwise
payable under part A with respect to ".

(2) Section 1861(vX2XA) of such Act is amended by striking out
"an amount equal to the reasonable cost of" and inserting in lieu
thereof "the amount that would be taken into account with respect
to ".
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(3) Section 1861(vX2)(B) of such Act is amended by striking out
"the equivalent of the reasonable cost of"

(4) Section 1861(v)(3) of such Act is amended by striking out "the
reasonable cost of such bed and board furnished in semiprivate ac-
commodations (determined pursuant to paragraph (1))" and insert-
ing in lieu thereof "the amount otherwise payable under this title
for such bed and board furnished in semiprivate accommodations'

(e) Section 1862(a) of such Act is amended—
(1) by striking out "or" at the end of paragraph (12),
(2) by striking out the period at the end of paragraph (13) and

inserting in lieu thereof "; or': and
(3) by adding at the end the following new paragraph:
"(14) which are other than physicians' services (as defined in

regulations specifically for purposes of this paragraph) and
which are furnished to an individual who is an inpatient of a
hospital by an entity other than the hospital, unless the services
are furnished under arrangements (as defined in section
1861(wXl)) with the entity made by the hospital. ".

(fXl) Section 1866(aXl) of such Act is amended—

(A) by striking out "and" at the end of subparagraph (D),
(B) by striking out the period at the end of subparagraph (E),

and
(C) by adding at the end the following new subparagraphs:

"(F) in the case of hospitals which provide inpatient hospital
services for which payment may be made under subsection (c) or
(d) of section 1886, to maintain an agreement with a utilization

and quality control peer review organization (if there is such an
organization which has a contract with the Secretary under
part B of title XI for the area in which the hospital is located)
under which the organization will perform functions under
that part with respect to the review of the validity of diagnostic
information provided by such hospital, the completeness, ade-
quacy, and quality of care provided, the appropriateness of ad-
missions and discharges, and the appropriateness of care pro-
vided for which additional payments are sought under section
1886(dX5), with respect to inpatient hospital services for which
payment may be made under part A of this title (and for pur-
poses of payment under this title, the cost of such agreement to
the hospital shall be considered a cost incurred by such hospital
in providing inpatient services under part A, and (i) shall be
paid directly by the Secretary to such organization on behalf of
such hospital in accordance with a rate per review established
by the Secretary, (ii) shall be transferred from the Trust Fund,
without regard to amounts appropriated in advance in appro-
priation Acts, in the same manner as transfers are made for
payment for services provided directly to beneficiaries, (iii) shall
be not less than an amount which reflects the rates per review
established in fiscal year 182 for both direct and administra-
tive costs (adjusted for inflation), and (iv) shall not be less in
the aggregate for a fiscal year than the aggregate amount ex-
pended in fiscal year 182 for direct and administrative costs
(adjus ted for inflation),

"(G) in the case of hospitals which provide inpatient hospital
services for which payment may be made under subsection (b) or
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(d) of section 1886, not to charge any individual or any other
person for inpatient hospital services for which such individual
would be entitled to have payment made under part A but for a
denial or reduction of payments under section 1886(fX2), and

"(H) in the case of hospitals which provide inpatient hospital
services for which payment may be made under this title, to
have all items and services (other than physicians' services as
defined in regulations for purposes of section 1862(aXl4)) (i) that
are furnished to an individual who is an inpatient of the hospi-
tal, and (ii) for which the individual is entitled to have pay-
ment made under this title, furnished by the hospital or other-
wise under arrangements (as defined in section 1861 (wXl)) made
by the hospital. ".

(2) The matter in section 1866(aX2XBXii) of such Act preceding
subclause (I) is amended by inserting "and except with respect to in-
patient hospital costs with respect to which amounts are payable
under section 1886(d)" after "(except with respect to emergency serv-
ices) ".

(g) Section 1876(g) of such Act is amended by adding at the end
the following:

"(4) A risk-sharing contract under this subsection may, at the
option of an eligible organization, provide that the Secretary—

"(A) will reimburse hospitals either for payment amounts de-
termined in accordance with section 1886, or for the reasonable
cost (as determined under section 1861(v)) or as applicable, of
inpatient hospital services furnished to individuals enrolled
with such organization pursuant to subsection (d), and

"(B) will deduct the amount of such reimbursement for ,ay-
ment which would otherwise be made to such organization.

(hXl) Section 1878(a) of such Act is amended—
(A) by inserting "and (except as provided in subsection (g)(2))

any hospital which receives payments in amounts computed
under section 1886(d) and which has submitted such reports
within such time as the Secretary may require in order to make
payment under such section may obtain a hearing with respect
to such payment by the Board" after "subsection (Ii)" in the
matter before parapaph (1),

(B) by inserting '(i) 'after "(A)" in paragraph (1XA),
(C) by inserting "or" at the end of paragraph (1XA) and by

adding after such paragraph the following new clause:
"(ii) is dissatisfied with a final determination of the Sec-

retary as to the amount of the payment under section
1886(d), ", and

(D) by striking out "(1)(A)" in paragraph (3) and inserting in
lieu thereof "(1)(A)(V, or with respect to appeals under para-
graph (1)(AXii), 180 days after notice of the Secretary's final de-
termination, ".

(2)(A) The last sentence of section 1878(f)(1) of the Social Security
Act is amended by inserting "(or, in an action brought jointly by
several providers, the judicial district in which the greatest number
of such providers are located) after "the judicial district in which
the provider is located ".

(B) Section 1878(f)(1) of such Act is further amended by adding at
the end thereof the following new sentence: "Any appeal to the
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Board or action for judicial review by providers which are under
common ownership or control must be brought by such providers as
a group with respect to any matter involving an issue common to
such providers. ".

(3) Section 1878(g) of such Act is amended by inserting "(1)" after
"(g)" and by adding at the end the following new paragraph:

"(2) The determinations and other decisions described in section
1886(d)(7) shall not be reviewed by the Board or by any court pursu-
ant to an action brought under subsection (f) or otherwise. ".

(4) The third sentence of section 1878(h) of such Act is amended
by striking out "cost reimbursement" and inserting in lieu thereof
"payment of providers of services ".

(i) The first sentence of section 1881(b)(2)(A) of such Act is amend-
ed by inserting "or section 1886 (if applicable)" after "section
1861(v)"

(j) Section 1887(aXl)(B) of such Act is amended by inserting "or on
the bases described in section 1886" after "on a reasonable cost
basis"

(k) The Secretary of Health and Human Services may, for any cost
reporting period beginning prior to October 1, 1986, waive the re-
quirements of sections 1862(a)(14) and 1866(a)(1)(H) of the Social Se-
curity Act in the case of a hospital which has followed a practice,
since prior to October 1, 1982, of allowing direct billing under part
B of title XVIII of such Act for services (other than physician serv-
ices) so extensively, that immediate compliance with those require-
ments would threaten the stability of patient care. Any such waiver
shall provide that such billing may continue to be made under part
B of such title but that the payments to such hospital under part A
of such title shall be reduced by the amount of the billings for such
services under part B of such title. If such a waiver is granted, at
the end of the waiver period the Secretary may provide for such
methods of payments under part A as is appropriate, given the orga-
nizational structure of the institution.

(1) Effective October 1, 1984, section 1866(a)(1) of the Social Secu-
rity Act, as amended by subsection (f)(1) of this section, is further
amended—

(1) by striking out "(if there is such an organization" in sub-
paragraph (F) and insert in lieu thereof "(with an organiza-
tion", and

(2) by adding at the end the following new sentence: "In the
case of a hospital which has an agreement in effect with an or-
ganization described in subparagraph (F), which organization
contract with the Secretary under part B of title XI terminates
on or after October 1, 1984, the hospital shall not be determined
to be out of compliance with the requirement of such subpara-
graph during the six month period beginning on the date of the
termination of that contract. ".

REPORTS, EXPERIMENTS, AND DEMONSTRATION PROJECTS

SEC. 603. (a)(1) The Secretary of Health and Human Services
(hereinafter in this title referred to as the "Secretary") shall study,
develop, and report to the Congress within 18 months after the date
of the enactment of this Act on the method and proposals for legis-
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lation by which capital-related costs, such as return on net equity,
associated with inpatient hospital services can be included within
the prospective payment amounts computed under section 1886(d) of
the Social Security Act.

(2)(A) The Secretary shall study and report annually to the Con-
gress at the end of each year (beginning with 1984 and ending with
1987) on the impact, of the payment methodology under section
1886(d) of the Social Security Act during the previous year, classes
of hospitals, beneficiaries, and other payors for inpatient hospital
services, and other providers, and, in particular, on the impact of
computing DRG prospective payment rates by census division, rather
than exclusively on a national basis. Each such report shall include
such recommendations for such changes in legislation as the Secre-
tary deems appropriate.

(B) During fiscal year 1984, the Secretary shall begin the collec-
tion of data necessary to compute the amount of physician charges
attributable, by diagnosis-related groups, to physicians' services fur-
nished to inpatients of hospitals whose discharges are classified
within those groups. The Secretary shall include, in a report to Con-
gress in 1985, recommendations on the advisability and feasibility
of providing for determining the amount of the payments for physi-
cians' services furnished to hospital inpatients based on the DRG
type classification of the discharges of those inpatients, and legisla-
tive recommendations thereon.

(C) In the annual report to Congress under subparagraph (A) for
1985, the Secretary shall include the results of studies on—

(i) the feasibility and impact of eliminating or phasing out
separate urban and rural DRG prospective payment rates under
paragraph (3) of section 1886(d) of the Social Security Act;

(ii) whether and the method under which hospitals, not paid
based on amounts determined under such section, can be paid
for inpatient hospital services on a prospective basis as under
such section;

(iii) the appropriateness of the factors used under paragraph
(5)(A) of such section to compensate hospitals for the additional
expenses of outlier cases, and the application of severity of ill-
ness, intensity of care, or other modifications to the diagnosis-
related groups, and the advisability and feasibility of providing
for such modifications;

(iv) the feasibility and desirability of applying the payment
methodology under such section to payment by all payors for in-
patient hospital services; and

('v.) the impact of such section on hospital admissions and the
feasibility of making a volume adjustment in the DRG prospec-
tive payment rates or requiring preadmission certification in
order to minimize the incentive to increase admissions.

Such report shall specifically include, with respect to the item de-
scribed in clause (iv), consideration of the extent of cost-shifting to
non-Federal payors and the impact of such cost-shifting on health
insurance costs and premiums borne by employers and employees.

(D) In the annual report to Congress under subparagraph (A) for
1986, the Secretary shall include the results of a study examining
the overall impact of State systems of hospital payment (either ap-
proved under section 1886(c) of the Social Security Act or under a
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waiver approved under section 4 02(a) of the Social Security Amend-
ments of 1967 or section 222(a) of the Social Security Amendments
of 1972), particularly assessing such syste' impact not only on the
medicare program but also on the medicaid program, on payments
and premiums under private health insurance plans, and on tax ex-
penditures.

(3XA) The Secretary shall complete a study and make legislative
recommendations to the Congress with respect to an equitable
method of reimbursing sole community hospitals which takes into
account their unique vulnerability to substantial variations in occu-
pancy.

(B) In addition, the Secretary shall examine ways to coordinate
an information transfer between parts A and B of title XVIII of the
Social Security Act, particularly with respect to those cases where a
denial of coverage is made under part A of such title, and no ad-
justment is made in the reimbursement to the admitting physician
or physicians.

(C) The Secretary shall also report on the appropriate treatment of
uncompensated care costs, and adjustments that might be appropri-
ate for large teaching hospitals located in rural areas.

(D) The Secretary shall also report on the advisability of having
hospitals make available information on the cost of care to patients
financed by both public programs and private payors.

(E) The studies and reports described in this paragraph shall be
completed and submitted not later than April 1, 1985.

(4) The Secretary shall complete a study and make recommenda-
tions to the Congress, before April 1, 1984, with respect to a method
for including hospitals located outside of the fifty States and the
District of Columbia under a prospective payment system.

(bXl) Except as provided in paragraph (2), the amendments made
by this title shall not affect the authority of the Secretary to devel-
op, carry out, or continue experiments and demonstration projects.

(2) The Secretary shall provide that, upon the request of a State
which has a demonstration project (or upon the request of a party to
demonstration project agreement), for payment of hospitals under
title XVIII of the Social Security Act approved under section 4 02(a)
of the Social Security Amendments of 1967 or section 222(a) of the
Social Security Amendments of 1972, which (A) is in effect as of
March 1, 1983, and (B) was entered into after August 1982, the
terms of the demonstration agreement shall be modified so that the
demonstration project is not required to maintain the rate of in-
crease in medicare hospital costs in that State below the national
rate of increase in medicare hospital costs.

(c) The Secretary shall approve, with appropriate terms and condi-
tions as defined by the Secretary, within 30 days after the date of
enactment of this Act—

(1) the risk-sharing application of On Lok Senior Health Serv-
ices (according to terms and conditions as specified by the Secre-
tary), dated July 2, 1982, for waivers, pursuant to section 222 of
the Social Security Amendments of 1972 and section 4 02(a) of
the Social Security Amendments of 1967, of certain require-
ments of title XVIII of the Social Security Act over a period of
36 months in order to carry out a long-term care demonstration
project, and
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(2) the application of the Department of Health Services,
State of California, dated November 1, 1982, pursuant to section
1115 of the Social Security Act, for the waiver of certain re-
quirements of title XIX of such Act over a period of 36 months
in order to carry out a demonstration project for capitated reim-
bursement for comprehensive long-term care services involving
On Lok Senior Health Services.

(d) The Secretary shall conduct demonstrations with hospitals in
areas with critical shortages of skilled nursing facilities to study
the feasibility of providing alternative systems of care or methods of
payment.

EFFECTIVE DATES

SEC. 604. (a)(1) Except as provided in section 602(l) and in para-
graph (2), the amendments made by the preceding provisions of this
title apply to items and services furnished by or under arrangements
with a hospital beginning with its first cost reporting period that
begins on or after October 1, 1983. A change in a hospital cost re-
porting period that has been made after November 1982 shall be rec-
ognized for purposes of this section only if the Secretary finds good
cause for that change.

(2) Section 1866(a)(1)(F) of the Social Security Act (as added by
section 602(f)(1)(C) of this title), section 1862(aXl4) (as added by sec-
tion 602(e)(3) of this title) and sections 1886(a)(1) (G) and (H) of such
Act (as added by section 602(f)(1)(C) of this title) take effect on Octo-
ber 1, 1983.

(b) The Secretary shall make an appropriate reduction in the pay-
ment amount under section 1886(d) of the Social Security Act (as
amended by this title) for any discharge, if the admission has oc-
curred before a hospital first cost reporting period that begins after
September 1983, to take into account amounts payable under title
XVIII of that Act (as in effect before the date of the enactment of
this Act) for items and services furnished before that period.

(c)(1) The Secretary shall cause to be published in the Federal
Register a notice of the interim final DRG prospective payment
rates established under subsection (d) of section 1886 of the Social
Security Act (as amended by this title) no later than September 1,
1983, and allow for a period of public comment thereon. Payment on
the basis of prospective rates shall become effective on October 1,
1983, without the necessity for consideration of comments received,
but the Secretary shall, by notice published in the Federal Register,
affirm or modify the amounts by December 31, 1983, after consider-
ing those comments.

(2) A modification under paragraph (1) that reduces a prospective
payment rate shall apply only to discharges occurring after 30 days
after the date the notice of the modification is published in the Fed-
eral Register.

(3) Rules to implement subsection (d) of section 1886 of the Social
Security Act (as so amended) shall be established in accordance
with the procedure described in this subsection.
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DELAY IN PROVISION RELATING TO HOSPITAL-BASED SKILLED NURSING
FACILITIES

SEC. 605. (a) Section 102 of the Tax Equity and Fiscal Responsibil-
ity Act of 1982 is amended by striking out "October 1, 1982" and
inserting in lieu thereof "October 1, 1983".

(b) The Secretary of Health and Human Services shall, prior to
December 31, 1983, complete a study and report to the Congress with
respect to (1) the efftct which the implementation of section 102 of
the Tax Equity and Fiscal Responsibility Act of 1982 would have on
hospital-based skilled nursing facilities, given the differences (if
any) in the patient populations served by such facilities and by com-
munity-based skilled nursing facilities and (2) the impact on skilled
nursing facilities of hospital prospective payment systems, and rec-
ommendations concerning payment of skilled nursing facilities.

SHIFT IN MEDICARE PREMIUMS TO COINCIDE WITH COST-OF-LIVING
INCREASE

SEC. 606. (a) Section 1839 of the Social Security Act is amended by
striking out subsections (a), (b), and (c) and inserting in lieu thereof
the following:

"(a)(1) The Secretary shall, during September of 1983 and of each
year thereafter, determine the monthly actuarial rate for enrollees
age 65 and over which shall be applicable for the succeeding calen-
dar year. Such actuarial rate shall be the amount the Secretary esti-
mates to be necessary so that the aggregate amount for such calen-
dar year with respect to those enrollees who have attained retire-
ment age will equal one-half of the total of the benefits and admin-
istrative costs which he estimates will be payable from the Federal
Supplementary Medical Insurance Trust Fund for services per-
formed and related administrative costs incurred in such calendar
year with respect to such enrollees. In calculating the monthly actu-
arial rate, the Secretary shall include an appropriate amount for a
contingency margin.

"(2) The monthly premium of each individual enrolled under this
part for each month after December 1983 shall, except as provided
in subsections (b) and (e), be the amount determined under para-
graph (3).

'(3) The Secretary shall, during September of 1983 and of each
year thereafter, determine and promulgate the monthly premium ap-
plicable for individuals enrolled under this part for the succeeding
calendar year. The monthly premium shall (except as otherwise pro-
vided in subsection (e)) be equal to the smaller of—

"(A) the monthly actuarial rate for enrollees age 65 and over,
determined according to paragraph (1) of this subsection, for
that calendar year, or

"(B) the monthly premium rate most recently promulgated by
the Secretary under thisparagraph, increased by a percentage
determined as follows: The Secretary shall ascertain the pri-
mary insurance amount computed under section 215(a)(1), based
upon average rndexed monthly earnings of $900, that applied to
individuals who became eligible for and entitled to old-age in-
surance benefits on November 1 of the year before the year of
the promulgation. He shall increase the monthly premium rate
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by the same percentage by which that primary insurance
amount is increased when, by reason of the law in effect at the
time the promulgation is made, it is so computed to apply to
those individuals for the following November 1.

Whenever the Secretary promulgates the dollar amount which shall
be applicable as the monthly premium for any period, he shall, at
the time such promulgation is announced, issue a public statement
setting forth the actuarial assumptions and bases employed by him
in arriving at the amount of an adequate actuarial rate for enroll-
ees who have attained retirement age as provided in paragraph (1)
and the derivation of the dollar amounts specified in this para-
graph.

"(4) The Secretary shall also, during September of 1983 and of
each year thereafter, determine the monthly actuarial rate for dis-
abled enrollees under age 65 which shall be applicable for the suc-
ceeding calendar year. Such actuarial rate shall be the amount the
Secretary estimates to be necessary so that the aggregate amount for
such calendar year with respect to disabled enrollees under age 65
will equal one-half of the total of the benefits and administrative
costs which he estimates will be payable from the Federal Supple-
mentary Medical Insurance Trust Fund for services performed and
related administrative costs incurred in such calendar year with re-
spect to such enrollees. In calculating the monthly actuarial rate
under this paragraph, the Secretary shall include an appropriate
amount for a contingency margin. "

(2) Subsections (d), (e), (j9, and (g) of section 1839 of such Act are
redesignated as subsections (ii), (c), (d), and (e), respectively.

(3XA) Section 1839(b) of such Act (as so redesignated) is amended
by striking out "subsection (b), (c), or (g)" and inserting in lieu there-
of "subsection (a) or (e)"

(B) Section 1839(d) of such Act (as so redesignated) is amended by
striking out "purposes of subsection (c)" and inserting in lieu thereof
"purposes of subsection (b)"

(C) Section 1839(e) of such Act (as so redesignated) is amended by
striking out "subsection (c)" and "subsection (cXl)" and by inserting
in lieu thereof "subsection (a)" and "subsection (a)(1)' respectively.

(D) Section 1818(c) of such Act is amended by striking out "subsec-
tion (c) of section 1839" and inserting in lieu thereof "subsection (a)
of section 1839"

(E) Section 1843(d)(1) of such Act is amended by striking out
"without any increase under subsection (c) thereof" and inserting in
lieu thereof "without any increase under subsection (b) thereof'

(F) Section 1844(aX1XA)(i) of such Act is amended—
() by stnking owt "1839(cXl)" and inserting in lieu thereof

"1839(aXl)"; and
(ii) by striking out "1839(c)(3) or 1839(g)" and inserting in lieu

thereof "1889(a)(3) or 1839(e)"
(G) Section 1844(a)(1XBXi) of such Act is amended—

(i) by striking out "1839(cX4)" and inserting in lieu thereof
"1839(aX4) ' and

(ii) by striking out "1839(cX3) or 1839(g)" and inserting in lieu
thereof "1839(a)(3) or 1839(e)"

(H) Section 1876YaX5) of such Act is amended—
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(i) in subparagraph (A)(ii) by striking out "1839(cXl)" and in-.
serting in lieu thereof "1839(aXl)"; and

(ii) in subparagraph (B)(ii), by striking out "1839(c)(4)" and
inserting in lieu thereof "1839(a)(4)"

(b) Section 1818(dX2) of such Act is amended—
(1) by striking out "during the last calendar quarter of each

year, beginning in 1973," in the first sentence and inserting in
lieu thereof "during the next to last calendar quarter of each
year";

(2) by striking out "the 12-month period commencing July 1 of
the next year" in the first sentence and inserting in lieu thereof
"the following calendar year"; and

(3) by striking out "for such next year" in the second sentence
and inserting in lieu thereof "for that following calendar year"

(c) The amendments made by this section shall apply to premiums
for months beginning with January 1984, and for months after June
1983 and before January 1984—

(1) the monthly premiums under part A and under part B of
title XVIII of the Social Security Act for individuals enrolled
under each respective part shall be the monthly premium under
that part for the month of June 1983, and

(2) the amount of the Government contributions under section
1844(aXl) of such Act shall be computed on the basis of the ac-
tuarilly adequate rate which would have been in effect under
part B of title XVIII of such Act for such months without
regard to the amendments made by this section, but using the
amount of the premium in effect for the month of June 1983.

SECTION 1122 AMENDMENTS

SEC. 607. (a) Section l122(c) of the Social Security Act is amended
by striking out "the Federal Hospital Insurance Trust Fund" and
inserting "the general fund in the Treasury"

(bXl) Section 1122(g) of such Act is amended—
(A) by striking out "$100,000" the first place it appears and

inserting in lieu thereof "$600,000 (or such lesser amount as the
State may establish)' and

(B) by striking out "$100,000" the second place it appears and
inserting in lieu thereof "the dollar amount specified in clause
(1)".

(2) Section 1861 (zX2) of such Act is amended by striking out
"$100,000" and inserting in lieu thereof "$600,000 (or such lesser
amount as may be esta bUshed by the State under section 1122'gXi)
in which the hospital is located)'.

(c) Section 1122 of such Act is amended by adding at the end
thereof the following:

"(I) A capital expenditure made by or on behalf of a health care
facility shall not be subject to review pursuant to this section if 75
percent of the patients who can reasonably be expected to use the
service with respect to which the capital expenditure is made will be
individuals enrolled in an eligible organization as defined in sec-
tion 1876(b), and if the Secretary determines that such capital ex-
penditure is for services and facilities which are needed by such or-
ganization in order to operate efficiently and economically and

18—370 0 — 83 — 8
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which are not otherwise readily accessible to such organization be-
cause—

"(1) the facilities do not provide common services at the same
site (as usually provided by the organization),

"(2) the facilities are not available under a contract of reason-
able duration,

"(3) full and equal medical staff privileges in the facilities
are not available,

"(4) arrangements with such facilities are not administrative-
ly feasible, or

"(5) the purchase of such services is more costly than if the
organization provided the services directly. "

(d) Section 1861(z)(2) of such Act is amended by inserting "(A)"
after "(z)" and by adding at the end thereof the following new sub-
paragraph:

"(B) provides that such plan is submitted to the agency desig-
nated under section 1122(b), or if no such agency is designated,
to the appropriate health planning agency in the State (but this
subparagraph shall not apply in the case of a facility exempt
from review under section 1122 by reason of section 1122(j));".

And the Senate agree to the same.
DAN R05TENK0w5KI,
J. J. Pciu,
ANDREW JACOBS, Jr.,
HAROLD FORD,
JAMES M. SHANNON,
BARBER B. CONABLE, Jr.,

Managers on the Part of the House.
BOB DoLE,
JOHN DANFORTH,
JOHN H. CHAFEE,
JOHN HEINZ,
LLOYD BENTSEN,
DANIEL PATRICK MOYNIHAN,

Managers on the Part of the Senate.
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SOCIAL SECURITY SYSTEM

1. EXTENSION OF COVERAGE

A. FEDERAL EMPLOYEES

Present law
Permanent civilian employees of the Federal government are not

covered by social security (OASDI). (Part-time temporary civilian
employees and members of the armed forces are covered by social
security.) By far the greatest number of Federal employees not cov-
ered by social security (2.7 million) participate in the Civil Service
Retirement System (CSRS) on a mandatory basis. Legislative
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branch employees are not covered by social security, and have the
option of not participating in CSRS. Members of Congress, the
President and the Vice-President are not covered under social secu-
rity. As of January 1, 1983, Federal employees are covered under
the medicare program and pay the medicare portion of the social
security payroll tax.

Presently, the compensation paid to Federal judges—either in
Senior (or inactive) status or in retirement—is not considered
wages and thus is not subject to social security taxes nor is it con-
sidered for purposes of the retirement test.

House bill
Provides for coverage under social security of the following

groups: (1) all Federal employees hired on or after January 1, 1984,
including those with previous periods of Federal Service if the
break in Federal service lasted at least 365 days; (2) legislative
branch employees on the same basis, as well as current employees
of the legislative branch who are not participating in the Civil
Service Retirement System as of December 31, 1983; (3) all Mem-
bers of Congress, the President and the Vice President effective
January 1, 1984; (4) all sitting Federal judges, and all executive
level and senior executive service political appointees, as of Janu-
ary 1, 1984. Federal judicial salaries would be reported as wages for
social security earnings test and payroll tax purposes.

Senate amendment
Would cover Federal employees hired on or after January 1,

1984, or upon the enactment of a supplemental Civil Service Re-
tirement System, whichever is later. Members of Congress, the
President, Vice President, and the Commissioner of Social Security
would be covered as of January 1, 1984.

The provision also states that "Nothing in this Act shall reduce
the accrued entitlement to future benefits under the Federal retire-
ment program system of current and retired Federal employees
and their families. The full faith and credit of the United States
Government is pledged hereby in support of the payment of said
accrued entitlements."

Conference agreement
The conference agreement follows the House bill, but also in-

cludes the Senate provision's statement "Nothing in this Act shall
reduce the accrued entitlement that to future benefits under the
Federal retirement program system of current and retired Federal
employees and their families."

I. PROVISIONS AFFECTING THE FINANCING OF THE SOCIAL
SECURITY SYSTEM

B. EMPLOYEE5 OF NONPROFIT ORGANIZATION5

Present law
Participation in the social security system is optional for non-

profit organizations (charitable, religious, and educational). Most
such organizations have chosen to participate, but about 15 percent
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of employees of nonprofit organizations are presently not covered.
A nonprofit organization which has elected to participate can file
to withdraw from social security after it has been in the system for
8 years, and termination is effective two years after the end of the
calendar quarter in which the notice was filed.

House bill
Extends social security coverage on a mandatory basis to all em-

ployees of nonprofit organizations as of January 1, 1984. (Termina-
tions of coverage would not be permitted on or after March 31,
1983.) Nonprofit employees age 55 or older affected by this provi-
sion would be deemed to be fully insured for social security benefits
after acquiring a given number of quarters of coverage, according
to the following sliding scale:
If on January 1, 1984, The number of

the person is— quarters needed is—
Age6oorover 6
Age 59 8
Age 58 12
Age 57 16
Age 55—56 20

Senate amendment
Similar to House bill, except that terminations would not be per-

mitted after enactment. Also, does not include special provision
deeming persons to be fully insured under liberalized quarter-of-
coverage requirements.

Conference agreement

The Conference agreement follows the House bill.

2. TERMINATION OF COVERAGE BY STATE AND LOCAL GOVERNMENTS

Present law
Participation in social security is optional for State and local gov-

ernments. Once a government has chosen to join social security, it
may withdraw, after 5 years of coverage, by providing the Federal
government with two years advance notice of its intent to with-
draw. A notice of termination becomes effective at the end of the
calendar year two years after the notice is filed. Governments that
have withdrawn are not allowed to rejoin. (About 70 percent of all
State and local government employees are presently covered by
social security.)

House bill
Prohibits State and local governments from terminating coverage

for their employees if the termination has not taken effect by the
date legislation is enacted. In addition, allows State and local gov-
ernments which have withdrawn from the social security system to
voluntarily rejoin. Once having rejoined, the governmental entity
would be precluded from terminating coverage.

Senate amendment
Same as House bill.
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3. WINDFALL BENEFITS FOR PERSONS WITH PENSIONS FROM
NONCOVERED EMPLOYMENT

Present law
Social security benefits are determined through a formula based

on average lifetime earnings in jobs covered by social security. The
benefit formula is weighted so that persons with low average life-
time earnings receive a proportionally higher rate of return on
their contributions to social security than workers with relatively
high average lifetime earnings.

Workers with short periods of covered work also receive this ad-
vantage, because their few years of earnings are averaged over a
35-year period to determine their average monthly covered earn-
ings on which the benefit is based.

This high rate of return for persons who have spent a short
period of time in covered employment is what is often character-
ized as a "windfall" benefit.

House bill
(1) Applies a different benefit formula to workers who are eligi-

ble for a pension based wholly or in part on noncovered employ-
ment. Under the current formula, benefits are 90% of the first
$254 of average monthly earnings, 32% of earnings from $254 to
$1,538, and 15% of earnings above $1,538. The new formula appli-
cable to those with pensions from noncovered employment would
substitute 61% for the 90% factor. (2) Provides a guarantee that
the resulting reduction in the worker's social security benefit
cannot be more than one-half the amount of the noncovered pen-
sion. (3) This provision will be applicable to persons reaching age
60 after December 31, 1983.

Senate amendment
Similar to House provision, except substitutes a 32% factor in

benefit formula, phased in over a 5-year period as follows:
First factor in

Year of first eligibility under formula

OASDI: (percent)

1984 78.4
1985 66.8
1986 55.2
1987 43.6
1988 and after 32.0

Provides a guarantee that the resulting reduction in the worker's
social security benefit cannot be more than one-third of the portion
of the worker's pension based on service which was not covered.

Provides further a guarantee that persons with 30 years or more
of covered service would not be affected. For persons with less than
30 but more than 24 years of substantial social security employ-
ment, the 90% factor in the benefit formula would be reduced by
10 percentage points for each year below 30 years of covered em-
ployment. This would not reduce benefits by more than the regular
windfall provision, however. (A year of substantial employment
would be a year in which covered earnings were at least 25 percent
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of the wage base. For years after 1977, the base used would be the
1977 base with adjustments for increased earnings after that date.)

The provision provides for periodically recomputing the offset
based on changes in the pension rate. The provision also provides
that pensions based on noncovered employment of less than a year
would not be subject to the offset.

The provision would be effective on January 1, 1984, for retired
or disabled workers who first become eligible for a noncovered pen-
sion and for social security after 1983.

Conference agreement
The conference agreement follows the House bill with the follow.

ing amendments:
1. Substitutes 40 percent as the first bracket formula amount.
2. Phases in this reduction over a 5-year period: 80% in the first

year, 70% in the second year, 60% in the third year, 50% in the
fourth year, and fully effective in the fifth year.

3. Exempts the following groups:
a. all current employees newly covered by the bill, i.e. those cur-

rent Federal employees covered by the bill, and nonprofit employ-
ees except those employees whose past employment for a nonprofit
organization had been covered, but whose employment for that or-
ganization was not covered on December 31, 1983;

b. those with service which was not covered until 1957;
c. those with 30 years or more of covered work; in addition, for

persons with less than 30 but more than 24 years of substantial
social security employment, the 90% factor in the benefit formula
would be reduced by 10 percentage points for each year below 30
years of covered employment. (Senate provision); and

d. those with railroad retirement pensions.
4. Amends the effective date to apply to those first eligible for

social security benefits and for government pensions after 1985.

4. DELAY COST-OF-LIVING ADJUSTMENT

Present law
(a) Social security benefits are adjusted automatically every June

(July check) to reflect increases in the consumer price index. This
cost-of-living adjustment is measured from the average CPI of the
first quarter of the previous year in which a benefit increase was
provided to the average of the first quarter of the current year. No
cost-of-living increase is provided in any year in which the increase
in the CPI is less than 3 percent.
House bill

Delays the June 1983 cost-of-living adjustment until December
(January 1984 check), and provides all subsequent cost-of-living ad-
justments in December (January checks). This adjustment would be
based on the CPI for the first quarter of 1983 over that for the first
quarter of 1982. All subsequent adjustments would be based on the
CPI increase from the third quarter of the last year in which a
cost-of-living adjustment was provided to the third quarter of the
current year. For the December 1983 adjustment only, the 3 per-
cent trigger is waived.
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Senate amendment
Same as House bill. (A floor amendment also provides that the

OASDI COLA delay be accompanied by a corresponding delay in a
1982 Reconciliation Act provision to round down certain veterans'
pensions.)

Conference agreement
The conference agreement follows the Senate Amendment.
(b) The medicare monthly premium for part B physician coverage

increases each July 1. (For those people receiving social security
cash benefits, the premium is deducted from their checks.)

House bill
Also, postpones from July 1, 1983, to January 1, 1984, and to

each January thereafter, the effective date of increases in medicare
premiums to coincide with the proposed delay in the cost-of-living
increases in social security cash benefit payments. For the six-
month period from July 1, 1983 to January 1, 1984, the general rev-
enue contribution would replace the lost premium revenue.

Senate amendment
Similar provision except that the general revenue contribution

would not replace lost premium revenue.

Conference agreement
The conference agreement follows the House bill.

5. TAXATION OF SOCIAL SECURITY (OASDI) BENEFITS FOR HIGHER-
INCOME PERSONs

Present law
Socia1 security benefits and railroad retirement benefits are ex-

cluded from gross income for purposes of the Federal income tax.

House bill
Beginning in 1984, a portion of social security and tier I railroad

retirement benefits would be included in taxable income for tax-
payers whose adjusted gross income combined with 50 percent of
their benefits exceeds a base amount. The base amount would be
$25,000 for an individual, $32,000 for a married couple filing a joint
return and zero for married persons filing separate returns. The
amount of benefits that could be included in taxable income would
be the lesser of one-half of benefits or one-half of the excess of the
taxpayers' combined income (AGI + one-half of benefits) over the
base amount.

The proceeds from the taxation of benefits, as estimated by the
Treasury Department, would be transferred to the appropriate
trust funds at first of quarter. An annual report from the Secretary
of the Treasury concerning the transfers would be required.

Special rules would be provided to adjust for repayments by indi-
viduals of benefits previously received and subsequently deter-
mined to be overpayments. Special rules also would be provided for
attributing appropriate portions of lump-sum benefit payments to
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the years for which they had been paid. Benefits subject to tax
would include any workmen's compensation receipt of which
caused a reduction in disability benefits. (Proceeds from the tax-
ation of these benefits would be deposited in either the social secu-
rity or railroad retirement account.)

Annual information returns would be filed by the Social Security
Administration and the Railroad Retirement Board with the IRS
and furnished to individual beneficiaries.

The 50 percent of social security benefits received by non-resi-
dent aliens would be subject to the 30 percent withholding tax (or a
lower rate if so fixed by treaty) applicable to periodic payments
made to such individuals under current law. (The IRS would be au-
thorized to disclose to SSA and RRB certain tax return information
for purposes of administering this provision.)

Senate amendment
Same as House bill, except that interest on tax-exempt bonds is

added to adjusted gross income for the purpose of determining
whether an individual's income exceeds the base amount above
which a portion of benefits would be subject to tax; transfers to
trust funds are made in the middle of the quarter; and that bene-
fits subject to tax do not include certain worker's compensation
benefits.

Conference agreement

The conference agreement follows the House bill on timing of
transfers to the trust funds and treatment of certain worker's com-
pensation benefits, and the Senate Amendment concerning tax
exempt interest.

6. 1984-90 SocIAL SEcuRrrY T.x RATES AND 1984 CREDIT

A. FICA TAX RATES

Present law
Several increases in payroll tax rates are already scheduled to

take effect between 1984 and 1990 as indicated below:

EmpIoye.mployee Rate (Each)

OASDI HI OASDI--HI

1984

1985

1986

5.4

.7
5.7

1.30

1.35

1.45

6.70

7.05

7.15
1987 5.
1988 5.7 1.45 7.15
1989 7
1990 6.2 1.45 7.65

House bill
Advances the payroll tax increase scheduled for 1985 to 1984 and

part of the increase scheduled for 1990 to 1988, as indicated below:



Eniployer.Employee Rate (Each)

OASD HI OASDI-HI

1984 5.70 1.30 7.00

1985 5.70 1.35 7.05

1986 5.70 1.45 7.15

1987 5.70 1.45 7.15

1988 6.06 1.45 7.51

1989 6.06 1.45 7.51

1990 6.20 1.45 7.65

Senate amendment
Same as House bill.

B. TAX CREDIT FOR 1984 EMPLOYEE FICA TAXE5

Present law
No deduction or credit is available for employee FICA taxes.

House bill
A credit of 0.3% of wages would be allowed against 1984 employ-

ee FICA taxes to reduce the net FICA rate to 6.70%. Appropri-
ations to Trust Funds would be based on a 7.00% rate. Employee's
annual withholding statements (form W-2) would indicate the net
amount of FICA tax (i.e., the 6.7% of taxable wages actually de-
ducted from their paychecks).

Senate amendment
Same as House bill except that employee's annual wage state-

ments (Form W-2) would indicate both the gross FICA tax (7.0% of
taxable wages) and the FICA credit (0.3% of taxable wages).

Conference agreement
The conference agreement follows the House bill.

C. 1984 EMPLOYER FICA TAX CREDIT

Present law
No deduction or credit is available for employer FICA taxes.

House bill
No provision.

Senate amendment
Employers who employ no more than 5 employees at any time

during 1984 would be allowed a credit against FICA of 0.3% of tax-
able wages paid during that year. The credit would be limited to
$300 per employer. All trades or businesses under common control
would be considered to be one employer for the purpose of deter-
mining the number of employees.

Conference agreement
The conference agreement follows the House bill.

124
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D. TIER I RAILROAD RETIREMENT TAXES

Present law
The rates of the Tier I railroad retirement taxes are the same as

the rates of the corresponding FICA taxes.

House bill
Conforming changes would be made in Tier I railroad retirement

tax rates and the credit against 1984 employee taxes would be al-
lowed against employee railroad taxes.

Senate amendment
Same as House bill.

7. TAX ON SELF-EMPLOYMENT INCOME

Present law
The Self-Employment Contributions Act (SECA) imposes two

taxes (OASDI and HI) on self-employed individuals. Currently, self-
employed persons pay an OASDI tax at a rate approximately equal
to 75 percent of the combined employer-employee rate and an HI
tax at a rate that is 50 percent of the combined employer-employee
rate.

No deduction or credit is available for SECA taxes.
House bill

Beginning in 1984, the OASDHI rates for self-employed persons
would be equal to the combined employer-employee OASDHI rate.

For 1984, self-employed persons would be allowed a credit (com-
parable to the credit allowed employers against the FICA tax)
against SECA tax equal to 0.3 percent of net self-employment
income. In addition, beginning in 1984, self-employed persons
would be entitled to a permanent credit against SECA tax For
1984—87, the amount of the credit would be 1.8 percent of net self-
employment income. For 1988 and subsequent years, the credit
would be 1.9 percent. the SECA tax credit may be directly taken
into account in computing SECA liability for a taxable year and es-
timated tax payments for that year.

Appropriations to the trust funds would be based on the full
SECA tax rates without regard to the credit allowed against such
taxes.

Senate amendment
Same as House bill, except that the total credit rate would be 2.9

percent of self-employment income in 1984, 2.5 percent in 1985, 2.2
percent in 1986, 2.1 percent in 1987, 1988, and 1989, and 2.3 percent
in 1990 and thereafter.
Conference agreement

The Conference agreement provides that:
a. The SECA credits for 1984 through 1989 would be as follows:

1984: 2.7 percent.
1985: 2.3 percent.
1986—89: 2.0 percent.
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b. Effective in 1990 and thereafter, the credit would terminate
and be replaced with a system designed to achieve parity between
employees and the self-employed. Under this system:

1. The base of the self-employment tax would be adjusted
downward to reflect the fact that employees do not pay FICA
tax on the value of the employer's FICA tax.

2. A deduction would be allowed for income tax purposes, for
half of SECA Liability, to allow for the fact that employees do
not pay income tax on the value of the employer's FICA tax.

8. CREDIT FOR THE ELDERLY AND DIsABILITY INCOME EXCLUSION

A. CREDIT FOR THE ELDERLY

Present law
1. Eligible individuals and credit rate.—Individuals age 65 or

over, or under 65 and with income from a public retirement
system, are eligible for a credit equal to 15 percent of a base
amount.

2. Base amount.—The initial amount of the base is:
$2,500—married with one spouse eligible or unmarried.
$3,750—married, joint return, both spouses eligible.
$1,875—married filing separately.

For individuals under age 65, the initial amount is limited to
income from a public retirement system.

The initial amount is reduced by:
1. Pensions or annuities received under Social Security, Rail-

road Retirement, and certain other pensions and annuities oth-
erwise excluded from gross income, and

2. One-half of the excess of adjusted gross income over:
$7,500—single returns.
$10,000—married, joint return.
$5,000—married, separate return.

This reduction does not apply to individuals under age 65. In-
stead, the initial amount is reduced by certain amounts of earned
income.

House bill
1. Eligible individuals and credit rate.—Same as present law,

except that individuals under age 65 are eligible only if they re-
tired with a permanent and total disability and have disability
income from a public or private employer on account of that dis-
ability.

2. Base amount.—The initial base amount is:
$5,000—married with one spouse eligible or unmarried.
$7,500—married, joint return, both spouses eligible.
$3,750—married filing separately.

For individuals under age 65, the initial amount is limited to dis-
ability income.

1. Pensions or annuities received under social security, Railroad
Retirement, and certain other pensions and annuities otherwise ex-
cluded from gross income (as under present law). In addition, social
security and railroad disability benefits also reduce the initial
amount.



127

2. One-half of adjusted gross income over:
$7,500—single returns.
$10,000—married, joint return,
$5,000—married, separate return.

The same rules for reducing the initial amount would apply to
all eligible individuals.

Conference agreement

The conference agreement follows the House bill with technical
amendment.

B. DI5ABILITY INCOME EXCLU5ION

Present law
Amounts received under an employer's disability income plan

generally are includible in gross income to the extent attributable
to employer contributions. However, permanently and totally dis-
abled individuals who have retired on disability and are under 65
may exclude such income within certain limits. The excluded
amount is limited to $100 per week and is reduced by the excess of
adjusted gross income over $15,000.

House bill

The disability income exclusion is repealed. Affected individuals
are made eligible for the credit for elderly and disabled persons to
the extent of disability income (see above).

Effective date.—The provision applies to taxable years beginning
after December 31, 1983.

Senate amendment
No provision.

Conference agreement

The conference agreement follows the House bill.

9. REALLOCATION OF OASI AND DI TRU5T FUNDS

Present law
The OASDI tax rate is allocated as indicated below:

. OASI DI

Employees and employers, each:

1984 4.575
1985—89 4.750 0.950
1990 and after

Self employed:
1.100

1984 6.8125
1985—89 7.1250

1.2375

1990 and after 7.6500

1.4250

1.6500
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House bill
OASDI tax allocated so that both funds will have about the same

fund ratios, as indicated below:

[Percenti

OASI DI

Employees and employers, each:

1983
4.775 0.625

1984—87
5.200 .500

1988—89
5.560 .500

1990
5.600 .600

Self-employed persons:

1983
7.1125 .9375

1984—87
10.4000 1.0000

1988—89
11.1200 1.0000

1990
11.2000 1.2000

Senate amendment
The OASDI tax would be allocated so that both funds will have

about the same fund ratios as indicated below:

[Percent]

OASI DI OASDI

Emptoyers and employees, each:

1984
5.075 0.625 5.7

1984 to 1987
5.20 .50 5.7

1988 to 1989
5.53 .53 6.06

1990 to 1999
5.60 .60 6.20

2000 and ater
.65 6.20

SeIf-emp!oyed persons:

1983
10.4625 .9375 11.40

1984 to 1987
10.40 1.00 11.40

1988 to 1989
11.06 1.06 12.12

1990 to 1999 11.20 1.20 12.40

2000 and later
11.10 1.30 12.40

Conference agreement
The conference agreement provides for the following allocation:

[Percent]

TotI for
CaWndar year OASDI and OASI DI OASDI H!

HI

Emp'oyees and employers, each

1982
6.70 4.575 0.825 5.40 1.30

1983
6.70 4.775 .625 5.40 1.30

1984
7.00 5.200 .500 5.70 1.30

1985
7.05 5.200 .500 5.70 1.35

1986—87
7.15 5.200 .500 5.70 1.45

1988—89
7.51 5.530 .530 6.06 1.45

1990—99
7.65 5.600 .600 6.20 1.45
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Calendar year
Total tar

OASDI and OASI DI OASDI HI

2000 and later 1.65 5.490 .710 6.20 1.45

Self -emp'oyed persons .

1982 9.35 6.8125 1.2315 8.05 1.30
1983 9.35 1.1125 .9315 8.05 1.30
1984 14.00 10.4000 1.0000 11.40 2.60
1985 14.10 10.4000 1.0000 11.40 2.10
1986—81 14.30 10.4000 1.0000 11.40 2.90
1988—89 15.02 11.0600 1.0600 12.12 2.90
1990—99 15.30 11.2000 1.2000 12.40 2.90
2000 and later 15.30 10.9800 1.4200 12.40 2.90

10. BENEFITS FOR CERTAIN WIDOWS, DIVORCED, AND DISABLED
WOMEN

A. BENEFITS FOR SURVIVING DIVORCED OR DISABLED SPOUSE WHO
REMARRIES

Present law
Current law permits the continuation of benefits for surviving

spouses who remarry after age 60. However, benefits for disabled
widow(er)s and disabled surviving divorced spouses (payable from
age 50 to 60) and for surviving divorced spouses (payable at age 60)
are terminated if the individual remarries.
House bill

Allows the continuation of benefits for disabled and surviving di-
vorced spouses upon remarriage if that marriage takes place after
the age of first eligibility for benefits. Effective for benefits for
months after December 1983.

(No change would be made in the current dual entitlement provi-
sion of the law which allows an individual to receive only the high-
est benefit for which such individual is eligible.)

Senate amendment
Same as House bill.

B. CHANGE IN INDEXING DEFERRED SURVIVOR BENEFITS

Present law
Survivor benefits are based on the amount of benefits that would

have been payable to the deceased worker as determined by apply-
ing a benefit formula to the worker's earnings in covered em-
ployment. Such earnings are indexed to reflect economy-wide wage
increases through the second year before the death of the worker.
Beginning with the year of death, benefit levels are indexed to
price changes.

Should the worker die long before retirement age, the benefit to
which the widowed spouse ultimately becomes eligible in old-age
(or at disability) is based on outdated wages. Thus, women who
become widowed at a relatively young age, but do not become eligi-
ble for benefits for many years, are deprived of their husband's un-

18—370 0 — 83 — 9
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realized earnings as well as the economy-wide wage increases that
may have occurred since the death of their husbands.

House bill
In the case of deferred survivor benefits, continues indexing the

worker's earnings to reflect economy-wide wage increases rather
than price increases. Such wage indexing would apply through the
year the worker would have reached age 60, or two years before
the survivor becomes eligible for aged or disabled widow's benefits,
whichever is earlier. Effective for newly eligible survivors after De-
cember 1984.

Senate amendment
Same as House bill.

C. INDEPENDENT ENTITLEMENT FOR DIvORCED SPOUsES

Present law
A divorced spouse, eligible for benefits at age 62, may not begin

to draw social security benefits until the former spouse begins to
draw benefits. For some divorced women, this means that they
must wait several years beyond their own retirement age (because
their former spouse delays retirement or otherwise fails to apply
for benefits) before they can begin to draw benefits.

House bill
Allows divorced spouses (who have been divorced for at least 2

years) to draw benefits at age 62 if the former spouse is eligible for
retirement benefits, whether or not benefits have been claimed or
suspended because of substantial employment. Effective for bene-
fits for months after December 1984.

Senate amendment
Same as House bill except for technical difference.

Conference agreement
The conference agreement follows the Senate Amendment.

D. INCREA5ED BENEFIT5 FOR DI5ABLED WIDOWS

Present law
Social Security benefits for widows and widowers are first pay-

able at age 60. Benefits are payable in full (i.e., 100 percent of the
worker's primary insurance amount) at age 65, and at reduced
rates at ages 60—64 (i.e., phasing up from 71.5 percent of the pri-
mary insurance amount at age 60). Benefits are also payable at re-
duced rates to disabled widows and widowers aged 50-59 (i.e., phas-
ing up from 50 percent of the primary insurance amount at age
50).

House bill
Increases benefits of disabled widow(er)s age 50—59 to 71.5 per-

cent of the primary insurance amount, the amount to which
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widow(er)s are entitled at age 60. Effective for benefits for disabled
widows and widowers for months after December 1983.

Senate amendment
Same as House bill.

11. STABILIZER

Present law
Social security benefits are adjusted automatically every June to

reflect increases in the Consumer Price Index. Such adjustments
are made without regard to the status of the trust fund reserves.

Income to the social security system depends on the level of
wages on which social security contributions are made. When in-
creases in prices outrun increases in wages, income to the trust
fund falls behind increases in benefit payments. Cash flow prob-
lems may then result, depending on whether accumulated fund re-
serves are sufficient to make up the gap between income and out-
lays.

There is no mechanism under current law to adjust trust fund
outlays and revenues to take account of economic fluctuations.

House bill
Beginning with 1988, if the fund ratio of the combined OASDI

Trust Funds as of the beginning of a year is less than 20.0%, the
automatic cost-of-living (COLA) adjustment would be based on the
lower of the CPI. increase or the increase in average wages. Subse-
quently, when the balance in the trust funds has risen to at least
32 percent of estimated annual outlays, "catch-up" benefit pay-
ments would be made during the following year, as supplements to
monthly benefits otherwise payable, to the extend necessary to in-
crease overall benefit levels in order to make up for any losses in
inflation protection that result from basing COLA's on wages
rather than prices. Such payments would be made only to the
extent that sufficient funds are available over those needed to
maintain a fund ratio of 32.0%

Senate amendment
Similar to House bill, except that the catch-up payments would

supplement monthy benefits otherwise payable to make up for the
cumulative dollar losses that could result from basing the adjust-
ment on wages rather than prices.
Conference agreement

The conference agreement follows the House bill with an amend-
ment to provide that the stabilizer would take effect with respect
to the cost-of-living increase payable in January 1985 if the trust
funds ratio at the end of 1984 is less 15 percent. Beginning in 1989
the stabilizer would take effect if the trust fund ratio faIls below 20
percent.
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12. PROCEDURES To ASSURE CONTINUED BENEFIT PAYMENTS (FAIL-
SAFE)

Present law
a. Social Security benefits are financed by a payroll tax fixed in

the law. While benefits are paid out within the first five days of
each month, payroll tax revenues are estimated daily by the Treas-
ury, and credited to the trust fund accounts each day.

House bill
Fixed Monthly Tax Transfers: Provides for a revision of account-

ing procedures under which the Treasury would credit to the
OASDHI trust funds, at the beginning of each month the amount
of payroll tax revenues estimated to be received during the month.
These amounts would be invested by the trust funds as all other
trust fund assets are invested; interest will also be paid by the
trust funds on amounts transferred to the trust funds in advance of
procedures in effect on January 1, 1983. Effective on the first day
of the month following enactment.

Senate amendment
Similar to House provision, except that tax receipts would only

be advanced for months the Secretary of the Treasury determines
that the balances of the OASDI trust funds are less than 20% of
outgo. Also, the interest paid to the General Treasury on the excess
sums so transferred would be at the rate equal to the average 91-
day Treasury bill rate during the month, with such interest being
payable at the end of each month.

Effective.—On enactment through 1989.

Conference agreement
The conference agreement follows the House bill.

Present law
b. Interfund borrowing was authorized during 1982, but this au-

thority terminated at the end of the year.

House bill
Interfund borrowing: Authorizes interfund benefit borrowing be-

tween the OASI, DI and HI funds for calendar years 1983—87, with
provisions for repayment to the lending fund(s) of the principal and
interest of all such loans (including amounts borrowed in 1982) at
the earliest feasible time but not later than the end of calendar
year 1989. Borrowing would be permitted only to the extent there
is sufficient balance in the lending fund to meet its own obliga-
tions.

Senate amendment
Similar to House bill, except that (1) interest would be paid

monthly to HI on any outstanding loans to OASDI; (2) OASDI
could not borrow from HI in any month in which the HI trust fund
ratio is under 10 percent (with no more to be borrowed than would
reduce such ratio to 10 percent); (3) in 1983—87, OASDI would repay
loans from HI whenever the OASDI fund ratio at the end of the
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year exceeds 15 percent; and (4) in 1988—89, OASDI would repay
HI, in 24 equal monthly payments, the loan balance outstanding at
the end of 1987 (plus interest on any outstanding loan balance).
Faster payment would be authorized.

Similar protections would be provided for the OASI and DI trust
funds in the event that HI were to borrow from OASDI.
Conference agreement

The conference agreement follows the Senate Amendment.
Present law

c. If at any point revenues from the -payroll tax exceed amountsneeded for benefit payments, the excess is placed in the trust fund
reserve. If revenues fall short of the amount needed, the reserves
are drawn on to make up the difference. If the reserves are notadequate to make up the shortfall, under current law the trust
funds have no way of making benefit payments on time. (Thus, it is
considered critical to have at least one month's benefit payments
in reserve at the beginning of each month, and to have enough of areserve to continue benefit payments through any decline in rev
enues during the year.) The Board of Trustees is required to report
immediately to the Congress if any of the trust funds is unduly
small.

House bill

Managing Trustee Report to the Congress Concerning Trust Fund
Shortfalls: Requires the Board of Trustees to report immediately to
the Congress whenever it is of the opinion that the amount of anyof the trust funds may become unduly small and recommend a spe-cific legislative plan to adjust the inflow and outgo of funds to
remedy this shortfall with due regard to the economic situation
that created the problem and the amount of time available to act
in a prudent manner. It is the intent that such legislative action
would be effective only so long as is necessary to restore the fund
to solvency.

Senate amendment
Requires the Secretary of Health and Human Services to make

an annual evaluation of the projected balances in the OASDHI
trust funds, taking into account cost-of-living increases. If at thestart of any year after 1984 the OASDHI reserve ratio is projected
to decline from the start of the next year to the start of the follow-
ing year and to then be less than 20 percent of a year's benefits,
the Secretary would be required to notify the Congress by the pre-ceding July 1 that action to limit the next COLA will be necessary.
If no action is taken, the Secretary would be required to scale back
the COLA to the extent necessary to prevent a decline in the re-
serve ratio. (For years after 1987, the fund ratios only for OASDIwould be considered.)

Insofar as possible, the limitation of the COLA would be applied
to people whose benefits are based on a primary benefit level of
more than $250 per month. The determination as to whether a lim-itation on the cost-of-living increase was necessary would be made
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only after taking into account all other statutory provisions for as-
suring adequate funds.

Effective for determinations beginning July 1, 1984.

Conference agreement
The conference agreement follows the House bill with an amend-

ment under which the Trustee's report to the Congress must pro-
vide specific information as to the extent to which benefits would
have to be reduced, payroll taxes increased, or some combination
thereof, in order to restore the trust fund to solvency.

13. DELAYED RETIREMENT CREDIT

Present law
Persons who delay retiring—and claiming social security bene-

fits—beyond age 65 receive increases in their benefits amounting to
3 percent per year for each year they delay retirement up to age
72.

House bill
Gradually increases the delayed retirement credit from 3 percent

to 8 percent per year for persons who attain age 65 between 1990
and 2008. In order to conform to the reduction in the age at which
the earnings test no longer applies, lowers the age after which the
delayed retirement credit will no longer be given from age 72 to 70
for those who attain age 70 after December 1983.

Senate amendment
Similar to House bill except would first apply to people attaining

age 62 in 1990, rather than 65 in 1990, and would be fully phased
in by 1995. In addition, would remove the upper age limit on re-
ceipt of delayed retirement credits, effective January 1984 (floor
amendment).

Conference agreement
The conference agreement follows the House bill.

14. REIMBURSEMENT TO TRUST FUNDS FOR MILITARY WAGE CREDITS

AND UNCASHED OASDI CHECKS

A. MILITARY WAGE CREDITS

Present law
Gratuitous military wage credits are provided to persons who

served in the military after September 16, 1940. Although members
of the armed forces were compulsorily covered under social secu-
rity in 1957, wage credits continue to be provided to military per-
sonnel in recognition of the value of non-cash compensation re-
ceived.

The cost of the additional benefits and the administrative ex-
penses arising from these non-contributory wage credits are borne
by the General fund on a retroactive reimbursement basis (i.e., the
costs are reimbursed only after benefits have been paid).
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House bill

Provides for a lump-sum payment to the OASDI trust funds from
the General Fund for: (i) The present value of the estimated addi-
tional benefits arising from the gratuitous military service wage
credits for service before 1957; (ii) the amount of the combined em-
ployer-employee OASDI taxes on the gratuitous military service
wage credits for service after 1956 and before 1983. In addition, the
HI trust fund would be credited with the combined employer-em-
ployee HI taxes on gratuitous military wage credits for services
after 1965 and before 1983. (In the future, the trust funds would be
reimbursed on a current basis for such employer-employee taxes on
such wage credits for service after 1982.)

Senate amendment
Similar to House bill, except that the lump sum reimbursement

for the post 1956 wage credits includes 1983. Also, the initial trans-
fer for pre-1957 military wage credits would be provided through
the normal appropriations process.
Conference agreement

The conference agreement follows the Senate amendment, except
with respect to the appropriation process for pre-1957 military
wage credits.

B. UNCASHED OASDI CHECKS

Present law
The trust funds are not credited for any uncashed OASDI benefit

checks. Instead, the value of benefit checks which are not cashed
remains in the General Fund of the Treasury.
House bill

Provides for a lump-sum payment to the OASDI trust funds from
the General Fund representing the amount of uncashed benefit
checks which have been issued in the past plus appropriate
amounts of interest, In addition, requires the implementation of a
procedure under which: (1) the Treasury Department would make
it possible to distinguish OASDI checks from other government
checks; and (2) the trust funds would be credited on a regular basis
with an amount equal to the value of all OASDI benefit checks
which have not been negotiated for a period of 6 months.
Senate amendment

Similar to House bill, except that unnegotiated checks are de-
fined to be those outstanding for a period 12 months after issuance,
and no interest is payable to the trust funds on unnegotiated
checks. Also, transfers to the trust funds would be subject to the
annual appropriation process.
Conference agreement

The conference agreement follows the House bill; except for the
Senate amendment making the transfers subject to the annual ap-
propriations process.
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II, ADDITIONAL PROVISIONS RELATING TO LONG-TERM
FINANCING OF THE SOCIAL SECURITY SYSTEM

1. ADJUSTMENTS IN THE NORMAL RETIREMENT AGE

Present law
Normal retirement age (i.e., the age at which full retirement

benefits can be received) is age 65. Early retirement benefits are
available at age 62 at a rate of 80 percent of the full benefit. Medi-
care and SSI benefits are also available at age 65. Unreduced re-
tirement benefits are available to workers, spouses, and widows
and widowers at age 65. Actuarially reduced benefits are available
at age 62 for workers and spouses and at age 60 for widows and
widowers.

In computing social security benefits, a worker's earnings under
social security are averaged and a benefit formula is applied to
those average indexed monthly earnings (AIME) to arrive at the
initial basic benefit amount called the primary insurance amount
(PIA). The PIA is the amount a worker is eligible to receive at 65.
Dependents' and survivors' benefits are based on the worker's PIA.

The formula for a worker who becomes eligible for benefits in
1983 is: 90 percent of the first $254 of AIME, plus 32 percent of the
AIME from $254 through $1,528, plus 15 percent of the AIME over
$1,528.

The two dollar figures in the formula, $254 and $1,528, are raised
(indexed) each year to reflect increases in average wages in the
economy. Thus, a new formula is created each year for the new
group of workers becoming eligible for benefits in that year.

The annual adjustment of the benefit formula by the full amount
of the increase in average wages leads to higher initial benefits
over time and to replacement rates—the percentage of a worker's
prior earnings that are replaced by his social security benefit—that
remain at approximately the same level.

Social security beneficiaries under age 70 who work and have
earnings are subject to a one dollar reduction in benefits for every
two dollars of earnings, when their earnings exceed certain exempt
amounts. For 1983, the annual exempt amount is $6,600 for people
age 65 and older. The annual exempt amount is increased each
year according to increases in wages.

House bill
(1) Raises the normal retirement age to 67 in two steps.
(A) Raises retirement age to 66 by increasing the age for full

benefits by two months a year for six years so that provision would
be fully effective beginning with those attaining age 62 in 2005 (66
in 2009).

(B) Raises retirement age from 66 to 67 by increasing the age for
full benefits by two months a year for six years so that the provi-
sion would be fully effective beginning with those attaining age 62
in 2022 (67 in 2027).

(2) Age 62 benefits would be maintained at an ultimate rate of 70
percent of full benefits. (After age for full retirement is changed to
67) No changes would be made in Medicare or SSI benefits.
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(3) Requires the Secretary, by January 1, 1986, to conduct and
submit with recommendations to Congress a comprehensive study
and analysis of the implications of the change in retirement age for
those individuals affected by this change who, because they are en-
gaging in physically demanding employment or because they are
unable to extend their working careers for health reasons, may not
benefit from improvements in longevity.

(4) Makes no changes in the current law earnings test.

Senate amendment
(1) Raises the normal retirement age to 66, by increasing the age

for full benefits one month a year for 12 years (between 2000 and
2011) so that the provision would be fully effective beginning with
those attaining age 66 in 2015. The first age of eligibility for Medi-
care would shift in tandem with the new retirement age.

(2) Early retirement benefits would continue to be payable at age
62, but at an ultimate rate of 75 percent of full benefits (after age
for full retirement is changed to 66.)

(3) Requires the 1987 Social Security Advisory council to study
the effect of raising the retirement age and requires recommenda-
tions on changes to the DI, SSI and unemployment compensation
programs to meet the special needs of older workers. In addition,
provides for the appointment, subject to approval by the Chairmen
of the Committees on Finance and Ways and Means, of Council
representatives of organized labor and experts on the problems of
older workers, disability and unemployment and the labor market.

(4) Between 2000 and 2007, gradually reduces initial benefit
levels by 5.3 percent for future beneficiaries. The percentage fac-
tors in the benefit formula would be reduced by two-thirds of one
percent each year for 8 years, beginning with those first becoming
eligible in the year 2000, and would be fully effective for those be-
coming eligible in 2007. The benefit factor reduction would be
phased-in under the following schedule:

For initial eligibility (or death) in—

.

The appUcable percentage

Up to the first
bend point

Btwen he

send bend
points is—

Above the
second bend

—

1979—99 (current law) 90.0 32.0 15.0
2000 89.4
2001 88.8
2002 88.2 31.4

14.8

14.7
2003 87.6
2004 87.0

14.6

2005 86.4

30.9 14.5

2006 85.8

14.4

2007 and after 85.2 30.3

14.3

14.2

(5) Gradually phases out, beginning in 1990, the retirement earn-
ings test for people 65 and older. The exempt amount of earnings
(as it would be automatically increased by wage trends) would be
further increased by $3,000 in 1990 and by a further $3,000 in each
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of the next four years, with the earnings test (for people 65 and
older) completely eliminated in 1995.

Conference agreement
The conference agreement follows the House Bill except for a

Senate amendment, effective beginning in 1990, to reduce the earn-
ings test offset for those age 65 and older to one dollar for every
three dollars earned over the annual exempt amount.

III. MISCELLANEOUS AND TECHNICAL PROVISIONS

1. CASH MANAGEMENT

A. FLOAT ALLOWANCE REvISION

Present law
Social security benefit checks are issued to beneficiaries on the

third day of each month. Current Treasury procedures allow a two-
day float before trust fund monies are actually transferred to the
Treasury in order to pay the checks which have been issued.

House bill
Requires the Secretaries of Treasury and Health and Human

Services to conduct a study consisting of two separate investiga-
tions. The first concerns the actual average length of time between
the issuance of benefit checks and their redemption; the second
would deal with the feasibility and desirability of providing for the
transfer on a daily basis to the general fund from the appropriate
trust fund amounts equal to the amounts of benefit checks which
are paid by the Federal Reserve Banks on that day.

The Secretary of the Treasury would be required to promulgate
regulations to implement the changes found appropriate by these
investigations.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

B. INTERE5T ON LATE 5TAT DEPOSITS

Present law
The annual interest rate charged on late payments of social secu-

rity contributions due on the earnings of State and local employees
is 6 percent per annum.

House bill
Changes the rate of interest charged on late payments of social

security contributions due on the earnings of state and local em-
ployees to a rate equal to the average interest rate earned by new
special obligations of the trust funds during the period of the delin-
quency. (Effective with respect to payments due for wages paid
after Dec. 31, 1983.)
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Senate amendment
No provision.

Conference agreement

The conference agreement follows the Senate Amendment.

C. TRUST FUND INVESTMENT PROCEDURES

Current law
Payroll tax revenues which are in excess of the amount neces-

sary to pay current benefits generally must be invested in "special
issue" obligations available for purchase only by the trust funds.
Such obligations have maturities fixed with due regard for the
needs of the trust funds and bear an interest rate equal to the
average market yield on all marketable, interest bearing obliga-
tions of the U.S. which are not due or callable within 4 years.
House bill

Requires the managing trustee of the Social Security Trust
Funds to redeem most current trust fund investments and make all
future investments in a new type of Treasury public debt oblige-
tion bearing interest at a rate that varies from month to month.
For each month, the interest rate on the new type of obligation
will be equal to the higher of (1) the average market yield over the
preceding month on all public-debt obligations (other than "flower
bonds") with maturities of more than 4 years or (2) the average
market yield for similar obligations with 4 years or less to maturi-
ty.

Requires that annual reports of the Social Security Boards of
Trustees to the Congress include a certification by the chief actu-
ary of the Social Security Administration that the reports meet
generally accepted standards within the actuarial profession.

Allows the 1983 annual reports to be filed any time before 45
days after enactment.

Senate amendment
Similar to House bill, except that the interest rate to be applied

to the social security investments would be the same long-term,
special-issue rate used under current law. The redeemed invest-
ments and all future funds would be invested in special depository
accounts, rather than new special issue obligations.

Also, requires actuarial statement, but does not have to certify
the reasonableness of the assumptions and cost estimates underly-
ing the trustee's report (floor amendment).

No provision.

Conference agreement
Both Houses recede with respect to trust fund investment proce-

dures. With respect to the actuarial statement and the delay of the
1983 Trustees' report, the conference agreement follows the House
bill, with an amendment providing that the certification shall not
refer to economic assumptions underlying the Trustees' report.
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D. SEPARATE TREATMENT OF TRUST FUND OPERATIONS UNDER UNIFIED
BUDGET

Present law
Beginning with 1969, the financial operations of the social secu-

rity trust funds have been included in the unified budget of the
Federal Government.

House bill
Provides for the display of OASI, DI, HI and SMI fund operations

as a separate function within the budget. Beginning with fiscal
year 1989, these trust fund operations (except for SMI) would be re-
moved from the unified budget.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill except that the

trust fund operations would not be removed from the unified
budget until fiscal year 1992.

2. EUMINATION OF GENDER-BASED DISTINCTIONS UNDER THE OLD-.
AGE, SURVIVORS, AND DISABILITY INSURANCE PROGRAM

Unless otherwise noted, the proposed amendments concerning
the elimination of gender-based distinctions would be effective with
respect to benefits payable for months after the month of enact-
ment.

A. DIVORCED HUSBANDS

Present law
The Social Security Act provides for the payment of benefits to

aged divorced wives and aged or disabled surviving divorced wives
but benefits are not provided for similarly situated men.

House bill
Amends the statute to confrom to court decisions by providing

social security benefits for aged divorced husbands and aged or dis-
abled surviving divorced husbands based on their former wives
earnings records. (SSA is currently complying with court decisions.)

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

B. REMARRIAGE OF SURvIvING SPOUSE BEFORE AGE 60

Present law
Widows and widowers who remarry before age 60 are treated dif-

ferently with respect to their eligibility for benefits based on their
deceased spouses earnings. A woman may qualify for benefits as a
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surviving spouse, even though she has remarried, so long as she is
not married at the time she applies for benefits. A man, however,
under current law loses forever his eligibility as a surviving spouse
of his deceased wife worker if he remarries before age 60. Since the
decision of Mertz v. Harris (1980), SSA has paid benefits to remar-
ried widowers on the same basis as to remarried widows.

House bill
Amends the statute to conform to court decisions by making the

requirements for widowers' and widows' benefits consistent. (SSA is
currently complying with the aforementioned court decisions.)

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

C. ILLEGITIMATE CHILDREN

Present law
An illegitimate child may be eligible for benefits based upon a

man's earnings, without regard to the appropriate State intestate
laws, if among other things, the man has been decreed by a court
to be the father of the child, or the man is shown by evidence satis-
factory to the Secretary to be the father of the child. Similar provi-
sions do not currently apply when an illegitimate child claims a
benefit based upon his mother's earnings.

House bill
Provides that illegitimate children would be eligible for benefits

based on their mother's earnings as they are currently for benefits
based on their father's earnings.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

D. TRANSITIONAL INSURED STATUS

Present law
Certain workers who attained age 72 before 1969 are eligible for

social security benefits under transitional insured statu provisions
which require fewer quarters of coverage than would ordinarily be
required. Wives and widows of eligible male workers who reached
72 prior to 1969 also are eligible for benefits under this provision,
but husbands and widowers of eligible female workers are not.
House bill

Extends to husbands and widowers the transitionally insured
status provisions which currently apply to wives and widows.



142

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

E. PROUTY BENEFIT5

Present law
Special payments are provided to persons who attained age 72

before 1968 and who have no quarters of coverage and to persons
age 72 in 1968 or after who have at least three quarters of coverage
for every year after 1966 and before the year of attainment of age
72. However, even though each spouse must meet the same eligibil-
ity requirements if he or she were not married, once the eligibility
of both is determined, the couple is treated as if the husband were
the retired worker and the wife were the dependent. The benefit is
allocated so that the husband is paid two-thirds of the benefit and
the wife is paid one-third.

House bill
Provides that where both husband and wife each qualify for

Prouty benefits under Section 228 of the Social Security Act, each
would receive a full monthly benefit.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

F. FATHERS' IN5URANCE BENEFIT5

Present law
A young wife, widowed mother or surviving divorced mother who

has an entitled child under age 16 in her care receives a benefit for
both herself and her child based upon the earnings of her husband.
Under the law a similarly situated father cannot qualify for bene-
fits based on his retired, disabled, or deceased wife's earnings.

House bill
Amends the statute to conform to court decisions by providing

social security benefits for a father who has in his care an entitled
child of his retired, disabled, or deceased wife (or deceased former
wife). (SSA is currently complying with the aforementioned court
decisions.)

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.



143

G. EFFECT OF MARRIAGE ON CHILDHOOD DISABILITY AND OTHER
DEPENDENTS' OR SURVIVORS' BENEFITS

Present law
When a childhood disability beneficiary is married to another

childhood disability beneficiary or to a disabled worker beneficiary,
and the disability benefits of one of the beneficiaries is terminated
because the beneficiary recovers or engages in substantial work,
the continued eligibility of the other spouse depends upon the
spouse's sex. A woman's childhood disability benefits end when her
husband's disability benefits end. However, a man's childhood dis-
ability benefits are not terminated when his wife's disability bene-
fits end.

House bill
Continues the benefits of a childhood disability beneficiary, re-

gardless of sex, when the beneficiary's spouse is no longer eligible
for benefits as a childhood disability bneficiary or disabled worker
beneficiary.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

H. EFFECTS OF MARRIAGE ON OTHER DEPENDENTS' OR SURVIVORS'
BENEFITS

Present law
If a childhood disability beneficiary or disabled worker benefici-

ary marries a person receiving certain kinds of social security de-
pendent or survivor benefits, the benefits of each individual contin-
ue. If the disabled beneficiary is a male and he recovers or engages
in substantial work and his benefits are terminated, his wife's
benefits also end. If, however, the disabled beneficiary is a woman,
her husband's benefits are not terminated when her disability
benefits end.

House bill
Continues social security payments to an individual, regardless

of sex, who is receiving dependents' or survivors' benefits, when his
or her spouse is no longer eligible for childhood disability benefits
or benefits as a disabled worker.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.
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I. CREDIT FOR MILITARY SERVICE

Present law
A widow (but not a widower) is permitted, under certain circum-

stances, to waive the right to a civil service survivor's annuity and
receive credit (not otherwise possible) for military service prior to
1957 for purposes of determining eligibility for and the amount of,

social security survivors' benefits.

House bill
Allows widowers to exercise the option to waive the right to a

civil service survivor's annuity in the same way as is currently per-
mitted for widows.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

3. COVERAGE

A. FOREIGN AFFILIATES OF AMERICAN EMPLOYERS

Present law
Work by a U.S. citizen outside the U.S. for a foreign subsidiary of

a domestic corporation is covered by social security if the domestic
corporation arranges for coverage by entering into a voluntary
agreement with the Internal Revenue Service; the agreement ap-
plies to all citizens subsequently employed by the subsidiary if
their work would be covered if performed in the U.S.

A "foreign subsidiary" of a domestic corporation is defined as a
foreign corporation of which: not less than 20 percent of its voting
stock is owned by a domestic corporation; or more than 50 percent
of its voting stock is owned by another foreign corporation and at
least 20 percent of the latter corporation's voting stock is owned by
a domestic corporation.

A domestic corporation which has entered into a voluntary
agreement providing for social security coverage of U.S. citizens
employed by its foreign subsidiary can also elect to include such
U.S. citizens in its qualified pension, profit-sharing, stock bonus,
etc. plans. A similar rule applies to U.S. citizens employed by a do-
mestic corporation's domestic subsidiary that operates primarily
abroad.

House bill
Broadens the availability of social-security coverage to American

citizens working abroad by: (1) permitting coverage of American
citizens working outside the United States for a foreign affiliate of
an American employer; and (2) reducing the ownership interest in
the foreign affiliate that is required to be held by the American
employer from 20 percent to 10 percent (either directly or through
one or more entities). These changes would be effective upon enact-
ment.
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In addition, coverage would be extended to include employees of•
American employers and affiliates who are residents of the United
States as well as American citizens. (This provision applies general-
ly to remuneration paid after December 31, 1983.)

Conforming changes would be made in the provisions relating to
the extension of coverage under qualified pension. profit-sharin,
stock bonus, etc. plans for employees of a domestic corporation s
subsidiary.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

B. FOREIGN EARNED INCOME EXCLUSION

Present law
U.S. citizens and resident aliens who are not residents of a for

eign country for a full year compute their net self-employment
income for purposes of social security taxes (SECA) without regard
to the foreign earned income exclusion. However, no coverage is
provided for these taxable earnings.

U.S. citizens who are residents of a foreign country compute
their net self-employment income excluding amounts which are
also excluded for income tax purposes by the foreign earned
income exclusion.

House bill
Provides that foreign earned income which is currently subject to

social security self-employment tax would be creditable for social
security coverage purposes, effective with respect to taxable years
beginning after December 31, 1981.

Provides that all net self-employment income would be computed
for SECA purposes without regard to the foreign income exclusion,
effective with respect to remuneration paid after December 31,
1983.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

C. INCLUDING ELECTIVE FRINGE BENEFIT5 AND NONQUALIFIED
DEFERRED COMPENSATION IN THE SOCIAL SECURITY WAGE BA5E

Present law
(1) Cash or deferred arrangements (Code section 4 01(k)). —Under a

cash or deferred arrangement forming a part of a qualified profit..
sharing or stock bonus plan, a covered employee may elect to have
the employer contribute an amount to the plan on the employee's
behalf or to receive such amount directly in cash. Amounts contrib-
uted to the plan pursuant to the election are treated as employer

18—3 -. 83 — 10
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contributions and are excluded from the employee's taxable income
and social security wage base.

(2) Cafeteria plans ('Code section 125).—Under a cafeteria plan of
an employer, an employee may choose among various benefits in-
cluding cash, taxable benefits and nontaxable benefits (including a
cash or deferred arrangement) offered under the plan. If certain re-
quirements are met, amounts applied toward nontaxable benefits
are excluded from the employee's taxable income and generally
from the social security wage base.

(3) Tax-sheltered annuities (Code section 403(b)).—Subject to cer-
tain limitations, amounts paid by the employer for the purchase of
a tax-sheltered annuity for an eligible employee are excluded from
the employee's taxable income and social security wage base. Tax-
sheltered annuities may be purchased for employees of educational
institutions and certain tax-exempt organizations. Tax-sheltered
annuities may be purchased pursuant to a salary reduction agree-
ment.

(4) Nonqualified deferred compensation plans. —Amounts de-
ferred under a nonqualified deferred compensation plan generally
are taxable when they are paid or when there is no substantial risk
of forfeiture, depending upon whether or not the plan is unfunded
or funded. However, if the plan is a retirement plan or the
amounts are paid on account of retirement, the amounts are gener-
ally excludible from FICA and FUTA. These plans may be utilized
by (1) taxable employers to provide retirement benefits in excess of
those permitted under tax-qualified retirement plans or coverage
limited primarily to highly compensated or management employ-
ees, (2) tax-exempt employers, and (3) State and local governments.

House bill
(1) An employer's plan contributions on behalf of an employee

under a qualified cash or deferred arrangement would be includible
in the social security wage base for tax and coverage purposes to
the extent that the employee could have elected to receive cash in
lieu of the contribution, effective for remuneration paid after Dec.
31, 1983.

(2) Amounts subject to an employee's designation under a cafete-
ria plan would be includible in the social security wage base to the
extent that such amounts may be paid to the employee in cash or
property or applied to provide a benefit for the employee not ex-
cluded from the FICA wage base effective for remuneration paid
after Dec. 31, 1983.

(3) Amounts paid by an employer for a tax-sheltered annuity for
an employee will be includible in the social security wage base.

(4) No provision.

Senate amendment
(1) Same as House bill.
(2) Same as House bill, except applies only to cafeteria plans

which include a cash-or-deferred arrangement as one of the option-
al fringe benefits.

(3) Any amounts paid by an employer to a tax-sheltered annuity
by reason of a salary reduction agreement between the employer
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and the employee would be includible in the social security wage
base.

(4) The amount deferred under a (nonqualified) compensation
plan will be includible in the social security wage base as of the
later of (1) when the services are performed or (2) when there is no
substantial risk of forfeiture of the rights to the amounts. In the
case of a governmental plan, a deferred compensation plan will
only include certain nonqualified plans of State and local govern-
ments.

Conference agreement
(1) The conference agreement generally follows the. House bill

and the Senate amendment with respect to qualified cash or de-
ferred arrangements. Employer contributions to these arrange-
ments will be taxable for FICA and FUTA purposes whether or not
the cash or deferred arrangement is part of a cafeteria plan. A
transition rule is provided to exclude certain remuneration paid
after the effective date of this provision if paid pursuant to certain
elective deferrals made before January 1, 1984 (January 1, 1985,
with respect to FUTA taxes).

(2) The conference agreement contains no other provision con-
cerning the inclusion of amounts applied toward nontaxable (for
FICA purposes) benefits in a cafeteria plan.

(3) The conference agreement generally follows the Senate
amendment by providing that employer contributions to a section
403(b) annuity contract would be included in the wage base if made
by reason of a salary reduction agreement (whether evidenced by a
written agreement or otherwise). For this purpose, the conferees
intend that employment arrangements, which under the facts and
circumstances are determined to be individually negotiated, would
be treated as salary reduction agreements. Of course, the mere fact
that only one individual is receiving employer contributions (e.g.,
where the employer has only a few employees, only one of whom is
a member of a class eligible for such contributions) is not, by itself,
to be considered proof of individual negotiation.

(4) With respect to nonqualified deferred compensation plans, the
conference agreement generally follows the Senate amendment
that includes amounts deferred in the employee's FICA and FUTA
wage base when services are performed or, if later, when there is alapse of a substantial risk of forfeiture (within the meaning of sec.
83) of the employee's right to those amounts. As under present law,
amounts treated as employer contributions under a State pick-up
plan (sec. 414(h)(2)) or amounts deferred under eligible State and
local deferred compensation arrangements are includible in the
wage base when deferred. The conference agreement provides that
any payment to, or on behalf of, an employee or his beneficiary
under certain supplemental retirement plans, which provide cost-
of-living adjustments to the pension benefits under tax-qualified
plans, will not be included in the wage base. Finally, under the
conference agreement, in the case of certain agreements, in exist-
ence on March 24, 1983, between a nonqualified deferred compensa-
tion plan and an individual, the provision would only apply to serv-
ices performed after December 31, 1983 (December 31, 1984, for
FUTA purposes).
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D. STANDBY PAY

Present law
Any payment (other than vacation or Sick pay made to an em-

ployee after the month in which he or She attains age 62, where
the employee did not work for the employer in the period in which
such payment is made, is excluded from the definition of wages for
both benefit and tax purposes.

House bill
Includes in the statutory definition of wages, payments made to

an individual with the expectation that he or she will subsequently
render services (effective with respect to calendar years beginning
after the sixth month after date of enactment).

Senate amendment
Same as House bill, except it would be effective for remuneration

paid after 1983.

Conference agreement
The conference agreement follows the Senate amendment.

E. CODIFICATION OF ROWAN DECISION WITH RESPECT TO MEALS AND
LODGING

Present law
In Rowan Companies, Inc. v. United States, 452 U.S. 247 (1981),

the Supreme Court stated that the definition of "wages" for FICA
purposes must be interpreted in regulations in the same manner as
for income-tax withholding purposes. At issue in Rowan Compa-
nies, Inc. was the exclusion, for FICA tax purposes, of employer
provided meats and lodging from gross income under code sec. 119.

House bill
With the exception of the value of meals and lodging provided

for the convenience of the employer, the determination of whether
or not amounts are includible in the social security wage base is to
be made without regard to whether such amounts are treated as
wages for income tax withholding purposes. In addition, the bill
provides that the definition of wages for social security tax and
benefit purposes is revised to exclude the value of employer pro-
vided meals and lodging if such value is excluded from the employ-
ee's gross income. The provision applies to remuneration paid after
December 31, 1983.

Senate amendment
Same as House bill. -

F. EXCLUSION OF EMPLOYER PAYMENTS MADE UNDER SIMPLIFIED
EMPLOYEE PENSION PLANS

Present law
In 1978, the Internal Revenue Code was amended to exclude

from wages for social security tax purposes employer payments to
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or on behalf of an employee under a simplified employee pension
(SEP) plan. However, no corresponding change was made to the
Social Security Act definition of covered wages.

House bill
Amends the Social Security Act to exclude in the definition of

covered wages for social security coverage purposes employer con-
tributions to a simplified employee pension (SEP) plan. Effective
with respect to remuneration paid after December 31, 1983.

Senate amendment
Same as House bill, except also changes definition for FUTA pur-

poses effective January 1, 1985.

Conference agreement
The conference agreement follows the Senate amendment.

G. DEFINITION OF EMPLOYER FOR WITHHOLDING ON 5ICK PAY

Present law
Present law includes in the definition of wages for the purpose of

social security and railroad retirement taxes, payments made
under a sick pay plan to an employee or any of his dependents by a
third-party on account of the employee's illness.

Proposed Treasury regulations would require a third-party payor
(for example, an insurance company) to withhold social security or
railroad retirement taxes on the sick pay payments they make as if
they were paying wages. However, the third-party payor would be
permitted to shift responsibility for the employer's portion of the
tax to the last employer for whom the employee worked.

House bill
Provides that, to the extent permitted in regulations, a multi-em-

ployer plan which makes sick pay payments will be treated as the
agent of the employer for whom sér'ices are normally rendered.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the Senate amendment.

H. CONFORMING AMENDMENT5 TO FUTA WAGE BA5E

Present law
The definition of wages subject to tax under the Federal Unem-

ployment Tax Act (FUTA) is similar to the definition of wages sub-
ject to FICA.

House bill
No provision.
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Senate amendment
The bill amends FUTA to conform to changes made in the FICA

wage base by this bill and P.L. 97—123 with respect to elective com-
pensation, standby pay, the Rowan decision, simplified employee
pensions, and sick pay (items above).

Conference agreement
The conference agreement follows the Senate amendment.

I. INTERNATIONAL SOCIAL SECURITY AGREEMENT5

Present law
An international Social Security agreement is to establish

"methods and conditions for determining under which system [i.e.,
the foreign system or our own] employment, self-employment, or
other service shall result in a period of coverage". However,
through an inadvertent drafting error earnings that are intended
to be covered under the U.S. system pursuant to an international
social security agreement are not covered because U.S. social secu-
rity taxes cannot be imposed on the earnings.

House bill
Provides for the imposition of social security taxes if an interna-

tional social security agreement provides for coverage under the
U.S. social security system. (Effective for taxable years after the
date of enactment.)

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

J. STATE AND LOCAL EMPLOYEE GROUPS IN UTAH

Present law
Utah is permitted to extend social security coverage to specific

entities listed in the law as separate coverage groups. The names of
some of the entities specifically listed in the law have changed
since the provision was enacted.

House bill
Amends the provision in the Social Security Act listing entities

for which Utah may arrange social security coverage to provide
that coverage would not be affected by a subsequent change in the
name of any of the entities.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.
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K. EFFECTIVE DATES OF INTERNATIONAL SOCIAL SECURITY AGREEMENTS

Present law
Totalization agreements can only become effective after the expi-

ration of a period during which each House of the Congress has
been in session on each of 90 days. (This has been interpreted to
mean that both Houses of Congress must be in session on a particu-
lar day for it to count in the 90-day calculation.

House bill
Provides that totalization agreements can become effective after

the expiration of a period during which only one House of the Con-
gress must be in session on each of 60 days.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

4. ADDITIONAL AMENDMENTS

A. TECHNICAL AND CONFORMING AMENDMENTS TO THE MAXIMUM
FAMILY BENEFIT PROVISIONS

Present law
When children are simultaneously entitled to benefits on the

records of two or more workers, the Maximum Family Benefits
payable on each record are combined for the purposes of determin-
ing the benefits payable to those children. The law contains a limit,
however, on the highest possible combined Maximum Family Bene-
fit, sometimes referred to as the super maximum. Whenever the
wage base increases (in January of every year), the super maxi-
mum is recomputed. In addition, in June of each year the super
maximum is increased when the cost-of-living adjustment is made
in general benefit levels. Thus, families whose benefits are limited
by the super maximum can have their benefits unexpectedly in-
creased or decreased each January when the super maximum is re-
computed.

House bill
Provides that after initial entitlement, a family's super maxi-

mum would be adjusted each year when a cost-of-living increase is
provided to everyone on the benefit rolls.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.
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B. RELAXATION OF INSURED STATUS REQUIREMENTS FOR CERTAIN
WORKERS PREVIOUSLY ENTITLED TO DISABILITY INSURANCE BENEFITS

Present law
Workers who are disabled before age 31 have a lower insured

StatuS requirement than older workers. However, such a worker
who recovers from his or her disability and subsequently becomes
disabled again at age 31 or later may have difficulty establishing
entitlement to disability benefits at that time because he or she
has not had sufficient time to obtain the necessary 20 quarters of
coverage before the subsequent disability.

House bill
Provides that a worker who had a period of disability which

began before age 31, recovered, and then became disabled again at
age 31 or later would again be insured for disability benefits if he!
she had quarters of coverage in half the calendar quarters after
age 21 and through the quarter in which the later period of disabil-
ity began (up to a maximum of 20 out of 40 quarters). Effective gen-
erally for applications filed after enactment.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

C. ILLEGITIMATE CHILDREN OF DISABLED BENEFICIARIES—FIRST MONTH
OF ENTITLEMENT

Present law
The first month for which certain benefits are paid is delayed

from the month during which the individual satisfied the various
entitlement conditions to the first month throughout which those
conditions were satisfied. This provision does not apply to the bene-
fits of illegitimate children of retired beneficiaries. However, this
provision does apply to the illegitimate children of disabled work-
ers.

House bill
Provides social security monthly benefits to the illegitimate child

of a disabled worker for a month in which the child satisfied all
other entitlement conditions but was not eligible for benefits be-
cause the acknowledgment or court decree or order establishing
parenthood occurred later than the first day of that month. Effec-
tive on enactment.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.
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D. ONE-MONTH RETROACTIVITY OF WIDOW'S AND WIDOWER'S BENEFITS

Present law
The payment of retroactive benefits is prohibited if Such pay-

ment would require the lowering of future benefits.

House bill
Allows an aged widow or widower to receive actuarially reduced

benefits for the month in which the insured spouse died, if the ap-
plication is filed in the following month, even though the retroac-
tive payment would result in lower future monthly benefits than
would be the case if benefits were not paid retroactively. Effective
for applications filed after the second month following the month
of enactment. -

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

E. CLARIFY THE PROVISION IN SOCIAL SECURITY LAW EXEMPTING
BENEFITS UNDER SSA-ADMINISTERED PROGRAMS FROM ASSIGNMENT

Present law
Since 1935, the Social Security Act has prohibited the transfer or

assignment of any future social security or SSI benefits payable
and further states that no money payable or rights existing under
the Act shall be subject to execution, levy, attachment, garnish-
ment, or other legal process, or to the operation of any bankruptcy
or insolvency law.

Based on the legislative history of the Bankruptcy Reform Act of
1978, some bankruptcy courts have considered social security and
SSI benefits listed by the debtor to be income for purposes of a
Chapter XIII bankruptcy and have ordered SSA in several hundred
cases to send all or part of a debtor's benefit check to the trustee in
bankruptcy.

House bill
Specifically provides that social security and SSI benefits may

not be assigned notwithstanding any other provisions of law, in-
cluding P.L. 95—598, the "Bankruptcy Reform Act of 1978". Effec-
tive on enactment.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.
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F. USE OF DEATH CERTIFICATES TO PREVENT ERRONEOUS BENEFIT
PAYMENTS TO DECEASED INDIVIDUALS

Present law
There are currently no well-developed procedures or arrange-

ments to permit SSA to determine on a timely basis when a benefi-
ciary has died.

House bill
Provides authority for the Secretary of HHS to contract with

states for death certificate information. This information would be
matched with SSA benefit records to help insure that benefit pay-
ments are promptly terminated when the beneficiary dies.

Senate amendment
Similar to House except incorporates GAO and SSA comments.

Conference agreement
The conference agreement follows the Senate amendment.

G. STUDY OF SSA AS AN INDEPENDENT AGENCY

Present law
The Social Security Administration is currently part of the De-

partment of Health and Human Services.

House bill
Authorizes a feasibility and implementation study with respect

to establishing SSA as an independent agency. Such study shall in-
clude but not be limited to the following points: the feasibility of
changing the current status of SSA; how to manage the transition;
what authorities would need to be transferred or amended; what
programs would be involved; what agency administrative relation-
ships would need to be adjusted, etc. The study would be conducted
(in consultation with the Commissioner of Social Security) by a
panel of administrative experts appointed by the House Committee
on Ways and Means and the Senate Committee on Finance, with a
report and recommendations to be submitted to the Committees no
later than January 1, 1984.

Senate amendment
Similar to the House provision except—

(1) commission would be appointed by the President with
advice and consent of the Senate,

(2) report would be due no later than April 1, 1984, and
(3) implementation, not feasibility, of independent SSA, is in-

cluded in study mandate.
Conference agreement

The conference agreement provides for the following:
In keeping with the recommendations of the National Commis-

sion on Social Security Reform, a study shall be conducted with re-
spect to the establishment of the Social Security Administration as
an independent agency under a bipartisan board appointed by the
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President, by and with the advice and consent of the Senate. The
study shall be conducted by a Commission consisting of experts
widely recognized in the fields of government administration, social
insurance, and labor relations. The study shall address, analyze
and report to the Congress on: how to manage the transition, what
authorities would need to be transferred or amended, the
program(s) which should be included within the jurisdiction of the
new agency, the legal and other relationships of the Social Security
Administration with other organizations which would be required
as a result of establishing the Social Security Administration as an
independent agency, and any other details which may be necessary
for the development of appropriate legislation to establish the
Social Security Administration as an independent agency.

The study would be conducted (in consultation with the Commis-
sioner of Social Security) by a panel of experts appointed by the
House Committee on Ways and Means and the Senate Committee
on Finance, with a report and recommendations to be submitted to
the Committees no later than April 1, 1984.

H. PUBLIC PENSION OFFSET

Present law
Under a prevision enacted in 1977, people becoming eligible for a

public pension on their own account after November 1982, will gen-
erally have the amount of any social security dependents or survi
vors' benefits reduced dollar-for-dollar on account of that public
pension.

Under a provision adopted last year, persons who become eligible
for a public pension after November 1982 and before June 1983
who meet a "one-half support" dependency test are exempt from
the offset.

House bill
For persons who become eligible for public pension after June

1983, the amount of the public pension used for purposes of the
offset against social security benefits would be one-third of the
public pension.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill except that the

percentage of the public pension to be used for purposes of the
offset would be two-thirds.

I. CHILD-CARE DROP OUT YEAR5

Present law
In computing a worker's covered earnings history under social

security (upon which family benefits are based), up to five years of
low earnings are dropped.
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House bill
No provision.

Senate amendment
The provision would allow up to two additional years to be

dropped for persons who leave the workforce to care for a child
under 3 in the home. To qualify for a child-care drop year, the
worker can have no earnings at all during the year.

Effective for persons first eligible for benefits after 1983.

Conference agreement
The conference agreement follows the House bill.

J. PUBLIC MEMBERS ON BOARD OF TRUSTEES

Present law
The Board of Trustees of the four social security trust funds (Old-

Age and Survivors Insurance, Disability Insurance, Hospital Insur-
ance, and Supplemental Medical Insurance) consists of, ex officio,
the Secretaries of the Treasury, Health and Human Services, and
Labor, with the Secretary of the Treasury serving as the managing
trustee. Among other responsibilities, the Board of Trustees is re-
quired to report to Congress each year on the operation and status
of the trust funds, review the general policies followed in managing
the trust funds, and recommend changes in such policies.

House bill
No provision.

Senate amendment
Add two public members to the Board of Trustees of the OASDI,

HI, and SM! trust funds. The public members would be nominated
by the President and confirmed by the Senate. The two public
members could not be from the same political party. Trustees
would not be considered fiduciaries and would not be personally
liable for actions taken in such capacity with respect to the trust
funds.

Effective upon enactment.

Conference agreement
The conference agreement follows the Senate Amendment.

K. LIMITATION ON BENEFITS TO ALIENS

Present law
There are no citizenship or residence requirements for receiving

social security cash benefits (OASDI). Any alien in the U.S.—
whether legally or illegally, or as a permanent or temporary resi-
dent—is eligible for benefits provided he has engaged in covered
employment and otherwise meets the eligibility requirements. De-
pendents and survivors are also eligible for benefits regardless of
their immigration status or that of the insured worker.
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House bill
No provision.

Senate amendment
Limitations would be placed on the payment of benefits to alien

workers, their dependents and survivors who reside abroad. Bene-
fits would continue to be paid only under the following conditions:

(1) the worker is the citizen of a country with which the
United States has a treaty or totalization agreement; and

(2) until total benefits paid to the wage earner (after any
income taxes paid) and dependents equal social security taxes
payable by the wage earner plus interest.

This provision would apply to new eligibles on or after January
1, 1985.

In addition, prohibits the payment of social security benefits to
noncitizens who are unable to establish at the time they apply for
benefits that they had ever been legally admitted to work in the
United States.

Effective for those first eligible after December 1983.
Also, in the case of beneficiaries who are under final orders of

exclusion, departure or voluntary departure in lieu of deportation
and can be shown by the Attorney General to have earned social
security credits during periods of illegal work, those credits would
not be used in computing social security benefits, thereby potential-
ly eliminating benefits. (Floor amendment.)

Conference agreement
The conference agreement would suspend the payment of bene-

fits to any alien receiving benefits as a dependent or survivor of an
insured worker (whether or not the worker is a U.S. citizen) when
the alien beneficiary has been outside the U.S. for six consecutive
calendar months. Alien auxiliary beneficiaries who could prove
that they had lived in the U.S. for a total of at least five years
during which their relationship with the worker was the same as
the relationship upon which eligibility for benefits is based (e.g.,
spouse, child, parent) would be exempt from the suspension of
benefits. Children would be deemed to meet the 5-year residence re-
quirement if the residence requirement could be met by the child's
parents.

L. LIMITATION ON PRISONERS BENEFITS

Present law
Persons imprisoned for the conviction of a felony may not receive

student benefits (which are being phased out anyway), and are not
eligible for disability benefits unless they are participating in a
court-approved rehabilitation program. (Dependents benefits are
not affected.) Also, impairments resulting from the commission of a
crime cannot be the basis for disability benefits and impairments
occurring during imprisonment cannot be the basis for disability
benefits during the period of imprisonment.

Presently, benefits may continue to be paid to incarcerated felons
who are either retired workers, widow or widower beneficiaries,
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spouses of retired or disabled workers, and to those DI beneficiaries
in a court-approved rehabilitation program.

House bill
No provision.

Senate amendment
The provision would eliminate all benefits to felons during their

period of incarceration. In addition, would prohibit payments to in-
mates of facilities for the criminally insane (Floor amendment).
Benefits of dependents and survivors of incarcerated felons would
not be affected.

Effective for benefits paid for the month after enactment.

Conference agreement
The conference agreement follows the Senate amendment, with

an amendment providing that the limitation on prisoner's benefits
will only extend the provision in current law applying to disability
insurance benefits to old age and survivors' insurance benefits.

M. ACCELERATE STATE ANI) LOCAL DEPOSITS

Present law
Requires the deposit of withheld social security taxes for State

and local employees within thirty days after the end of the month
in which the applicable wages were paid.

By contrast, the frequency with which deposits of social security
taxes and income taxes are made by private employers is deter-
mined under regulations issued by Treasury and vary in accord-
ance with the tax liability of the employer. Deposits are required
as frequently as every week for employers with large liabilities and
as infrequently as every three months for employers with smaller
liabilities.

Although State and local governments are now governed by the
same rules as private employers with regard to depositing withheld
income taxes, deposits of social security taxes continue to be treat-
ed differently.

House bill
No provision.

Senate amendment
The provision would apply the same social security tax deposit

requirements to State and local governments that now apply to pri-
vate employers.

Effective for deposits required to be made after December 1983.

Conference agreement
Under the conference agreement State and local governments

would be required to deposit withheld social security taxes on a bi-
weekly (i.e. every two weeks) basis.
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N. EXCLUSION FROM SOCIAL SECURITY COVERAGE FOR SERVICES
PERFORMED BY MEMBERS OF CERTAIN RELIGIOUS SECTS

Present law
In general, Social Security (FICA) tax is imposed on every individ-

ual who receives wages with respect to employment. In addition,
social security tax is imposed on employers who pay wages with re-
spect to employment. There is no exemption,,under present law, for
employers or employees who are members of religious sects that
oppose the social security system. However, present law does pro-
vide an exemption from self-employment tax (SECA) for members
of religious sects that are conscientiously opposed to the acceptance
of private or public insurance and which make provision for the
care of their dependent members.

House bill
No provision.

Senate amendment
The provision will exempt from social security tax wages paid by

individuals who are exempt from self-employment taxes because of
their religious beliefs to individuals who are members of religious
sects that conscientiously oppose the acceptance of private or
public insurance and which make provisions for the care of their
dependent members. This exemption applies both to the employer
and employee portion of social security tax.

The exemption applies only in the case of religious sects that
have been in existence at all times since December 31, 1950.

Effective for remuneration paid after 1983.

Conference agreement
The conference agreement follows the House bill.

0. INCREASE IN FICA AND WITHHOLDING TAX DEPOSIT THRESHOLD

Present law
In general, employers that have $500 or more of undeposited

FICA and withholding taxes at the end of any month must deposit
those taxes within 15 days after the end of that month. However,
employers that have $3,000 or more of undeposited taxes at the end
of any eighth-monthly period must deposit those taxes within 3
days after the close of the eighth-monthly period.

House bill
No provision.

Senate bill
Eighth-monthly deposits for any month will not be required until

the employer has at least $5,000 of undeposited taxes. Once this
$5,000 threshold is reached, the employer will be required to make
further eighth-monthly deposits so long as there is $3,000 or more
of undeposited taxes at the end of any eighth-monthly period fall-
ing within the same month.
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The provision is effective for months beginning after December
31, 1983. (Floor amendment.)

Conference agreement
The conference agreement follows the House bill.

P. APPLICATION OF COMMON PAYMASTER RULES TO CERTAIN NONPROFIT
ORGANIZATIONS EMPLOYING MEDICAL SCHOOL FACULTY MEMBERS

Present law
Present law generally requires an employer to pay FICA taxes

with respect to a given employee only up to the amount of annual
wages referred to as the wage base. Thus, if an employee works for
more than one employer during the year and if his annual wages
exceed the tax base, employer FICA taxes, taking into account all
the employers for whom the individual worked, may be paid on
amounts in excess of the wage base.

There is a "common paymaster" exception to these general rules
which provides that if two or more related corporations concurrent-
ly employ the same individual and compensate him through a
common paymaster that is one of the corporations, then the
common paymaster is considered to be the only employer regard-
less of the fact that the individual performed services for other re-
lated corporations. Under one of the tests provided in regulations,
two corporations are related if 30 percent or more of one corpora-
tion's employees are concurrently employees of the other corpora-
tion.

House bill
No provision.

Senate bill
A State university that employs health care professionals as fac-

ulty members at a medical school and a tax-exempt faculty prac-
tice plan that employs faculty members of the medical school
would be deemed to be related corporations for purposes of the
common paymaster rules, provided that 30 percent or more of the
employees of the plan are concurrently employed by the medical
school. Remuneration that is disbursed by the faculty practice plan
to an individual employed by both the plan and the university
which, when added to remuneration actually disbursed by the uni-
versity, exceeds the contribution and benefit base will be deemed to
have been actually disbursed by the university as a common pay-
master and not to have been disbursed by the faculty practice plan.

The provision is effective on enactment (Floor amendment.)

Conference agreement
The conference agreement follows the Senate amendment.



161

Q. ELECTIVE COVERAGE FOR MINISTERS AS EMPLOYEES

Present law
Under present law, ministers are not employees for Social SeCU-

rity tax (FICA) purposes. However, ministers generally are subject
to the self-employment (SECA) tax.

House bill
No provision.

Senate amendment
The provision allows ministers and their churches to treat serv-

ices performed by ministers as employment for FICA tax purposes.
Remuneration for such services would not be subject to the SECA
tax. Once made, this election is irrevocable.

The provision is effective with respect to service performed on or
after the first calendar quarter beginning after the date of enact-
ment. (Floor amendment.)

Conference agreement
The conference agreement follows the House bill.

R. STUDY OF FEASIBILITY OF IMPLEMENTING SOCIAL SECURITY OPTION
ACCOUNTS

Present law
No provision.

House bill
No provision.

Senate amendment
Requires an 18-month study by Treasury of a plan to permit

workers to have part of their (and their employers') social security
taxes allocated to an IRA type account. The designated deposits
would be tax deductible. Subsequent social security benefits would
be reduced to take IRA deposits into account. (Floor amendment.)
Conference agreement

The conference agreement follows the House bill.

S. EARNINGS SHARING IMPLEMENTATION STUDY (SECTION 161 OF
SENATE AMENDMENT)

Present law
Earnings are credited for social security purposes to the record of

the worker to whom they are paid.
House bill

No provision.

Senate amendment
By January 1, 1984, requires the Secretary of Health and Human

Services to report to the House Committee on Ways and Means

8—37O 0 — 83 — 11
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and the Senate Committee on Finance on proposals that combine
earnings of a husband and wife during the period of their marriage
and divide them equally for social security benefit purposes. The
study will analyze the impact of earnings sharing proposals on
social security beneficiaries, and include recommendations (1) to
provide adequate protection to particular classes of beneficiaries
where necessary and (2) with respect to a feasible time period for
implementation. In addition, the study will include cost estimates.
(Floor amendment.)

Conference agreement
The conference agreement follows the Senate amendment with

an amendment to delay the date to July 1, 1984.

T. CASHING OF CHECKS ISSUED TO DECEASED BENEFICIARIES

Present law
OASDI checks do not include a notice stating that cashing of a

check to deceased individuals constitutes a felony.
House bill

No provision.

Senate amendment
Requires that all checks issued, and the envelopes in which they

are mailed, include a notice that cashing or attempted cashing of a
check which was erroneously issued to a deceased persOn consti-
tutes a felony punishable under section 208 of the Social Security
Act. Effective for checks issued for months after December 1983.
(Floor amendment.)

Conference agreement

The conference agreement follows the House bill.

U. ADMINISTRATIVE REORGANIZATION OF VETERANS' ADMINISTRATION
LOS ANGELES DATA PROCESSING CENTER

Present law
The Veterans' Administration is generally prohibited from reduc-

ing the staff at any of its offices by more than 10 percent in any
fiscal year without advance notice to the Congress approximately 8
months prior to the beginning of that fiscal year.
House bill

No provision.

Senate amendment
Waives the requirements of veterans law (section 210(b)(2)(A) of

title 38, USC) in the planned administrative reorganization at the
Veterans Administration Los Angeles Data Processing Center in-
volving the transfer of 25 full-time equivalent employees.
Conference agreement

The conference agreement follows the Senate Amendment.
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V. TREASURY STUDY OF INDIVIDUAL RETIREMENT SECURITY ACCOUNTS
(IRSA)

Present law
No proviSion.

House bill
No proviSion.

Senate amendment
Treasury would Study the feasibility of implementing IRSA's

which would be similar to an IRA. Individuals would establish and
fund the IRSA and receive a tax credit limited to 20 percent of the
individual's social security taxes, with a proportionate reduction in
Old-Age and Survivors and Disability benefits. The study would be
submitted to Congress before July 1, 1984.

Conference agreement
The conference agreement follows House bill.

W. TREATMENT OF EARNINGS OF DISABLED BLIND INDIVIDUALS

Present law
Blind disabled individuals are regarded as demonstrating the

ability to engage in substantial gainful activity if their earnings
exceed the exempt amount under the earnings test for individuals
age 65 and over.

House bill
No provision.

Senate amendment

Provides that no individual who is blind shall be regarded as
having demonstrated an ability to engage in substantial gainful ac-
tivity solely on the basis of earnings; the benefits of such individ-
uals shall be reduced in accordance with the earnings test for indi-
viduals age 65 and over. This would be effective for people applying
for benefits after enactment.

Under a related amendment, the SGA level for the blind would
be phased out as the earnings test is phased out for individual 65
and older (between 1990 and 1995).

Conference agreement

The conference agreement follows the House bill.

X. TRANSITIONAL BENEFITS TO WIDOW (ER) S

Present law
Nondisabled widow(er)s who do not have a child in their care are

first eligible for benefits at age 60. If disabled, such widow(er)s are
eligible for benefits at age 50 or older. Widow(er)s with a child in
care are eligible for benefits regardless of their age.



164

House bill
No provision.

Senate amendment
Provide 6 months of benefits to persons widowed between the

ages of 55 and 60. The benefit amount would be 71.5 percent of the
worker's primary insurance amount (i.e., unreduced from the bene-
fit payable at age 60). Effective for monthly benefits after date of
enactment.

Conference agreement
The conference agreement follows House bill.

Y. BANKNOTE PAPER SOCIAL SECURITY CARD5

Present law
No provision.

House bill
No provision.

Senate amendment
Requires that new and replacement social security cards be

issued on banknote-quality paper beginning not later than 193 days
after enactment.

Conference agreement
The conference agreement follows the Senate Amendment.

TITLE IV—SUPPLEMENTAL SECURITY INCOME (SSI)
PROVISIONS

1. INCREASE IN FEDERAL BENEFIT STANDARD

Present law
The current maximum monthly SSI benefit is $284.30 for a single

person and $426.40 for married couples. Benefits are indexed to the
Consumer Price Index (CPI). Cost-of-living increases are provided
annually in July if the CPI for the first quarter of the calendar
year increases by at least 3 percent over the first quarter of the
previous year. Benefits are increased by the same percentage as
social security benefits. This occurs through a reference in the SSI
law to the social security cost-of-living provision. For example, the
current payment level of $284.30 per individual, which became ef-
fective July 1982, represents an increase of 7.4 percent (or $19.60
monthly) from the previous July 1981 level of $264.70.

House bill
The Federal SSI benefit payment is increased by $20 per month

for individuals and $30 per month for couples, effective July 1,
1983.

The next Federal SSI cost-of-living adjustment (COLA) is delayed
from July 1983 until January 1984. Federal SSI benefits will be ad-
justed in January 1984, and every January thereafter, by the same
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percentage and under the same procedures as OASDI benefits. The
provision to pay the lower of the increase in wages or prices, which
is applicable to OASDI benefit increases beginning in 1988, would
apply to SSI. As with title II, the 1983 COLA, to be paid in Janu-
ary, 1984, will be provided even if the CPI increase is less than 3
percent.

Senate amendment
Same as the House bill, (with technical correction), except that

the provision to pay the lower of the increase in wages or prices,
which would be applicable to OASDI benefit increases beginning in
1988, would not apply to SSI.

Conference agreement
The conference agreement follows the Senate amendment.

2. ADJUSTMENT IN FEDERAL PASS-THROUGH PROVISIONS

Present law
P.L. 94—585, enacted October 21, 1976, established Federal SSI

"pass-through" requirements, effective with the cost-of-living in-
crease provided in July 1977. These provisions provide States with
two options for meeting the pass-through requirements.

(1) Aggregate spending level option. —A State may make State
supplementary payments in any current 12-month period that are
no less, in the aggregate, than were made in the previous 12-month
period (17 States use this option); or

(2) Individual payment level option.—A State may maintain the
supplementary payment levels that were in effect for categories of
individual recipients in December 1976. (All other States use this
measure, except Texas and West Virginia which have no State sup-
plementation program.)

An amendment in P.L. 97-248 allows a State that shifts from the
aggregate spending option to the individual payment level option
to maintain State supplementation levels in effect in the previous
December rather than the levels in December 1976.
House bill

States would be allowed the following options in meeting the
pass-through requirement:

(1) Aggregate spending level option.—Same as present law.
(2) Individual payment level option.—Current law is modified (a)

by substituting the State supplementary payment levels in effect in
March 1983 for those in effect in December 1976 as the levels that
States must maintain in complying with the payment level pass-
through requirement and, (b) with regard to the $20/$30 increase
in the Federal SSI standard in July 1983, by requiring States to
pass-through only as much as would have been required if the SSI
COLA were not changed from July 1983 to January 1984.

Senate amendment
States would be allowed the following options in meeting the

pass-through requirements:
(1) Aggregate spending level option.—Same as present law.
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(2) Individual payment level option.—The payment levels that
must be maintained would be either (a) those in effect in December
1976, or the previous December, as under current law; or (b) those
in effect in March 1983, as provided in the House bill. In other
words, the March 1983 supplementary payment levels would be an
additional option for complying with the payment level pass-
through provision, rather than a substitute for the December 1976
levels as under the House bill.

Conference agreement
The conference agreement follows the House bill.

3. SSI ELIGIBILITY FOR TEMPORARY RESIDENTS OF EMERGENCY
SHELTERS FOR THE HOMELESS

Present law
Under current law, aged, blind or disabled individuals who are

residents of private emergency shelters are eligible for SSI. Howev-
er, such residents of public shelters cannot receive SSI.

House bill
Aged, blind or disabled individuals who are temporary residents

of public emergency shelters could receive SSI payments for a
period of up to three months during any 12-month period.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

4. DISREGARDING OF EMERGENCY AND OTHER IN-KIND ASSISTANCE
PROVIDED BY NONPROFIT ORGANIZATIONS

Present law
SSI: In-kind assistance (other than assistance to meet home

energy needs) that is provided by a private nonprofit organization
to aged, blind, or disabled individuals must generally be counted as
income under the SSI program. -

AFDC: Under HHS rules, States have the authority to decide
whether or not to count in-kind assistance as income under the
AFDC program. There is no provision in the AFDC statute (other
than in the case of home energy assistance) which specifically pro-
vides that authority.
House bill

SSI: Effective upon enactment until September 30, 1984, any sup-
port or maintenance assistance provided in-kind by a private non-
profit organization to aged, blind, or disabled individuals must be
disregarded under the SSI program, if the State determines that
the assistance is provided on the basis of need for such support or
maintenance.

AFDC: The AFDC statute would be amended to give States spe-
cific authority, at their option, to disregard such assistance in de-
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termining AFDC benefits. This would be effective upon enactment
until September 30, 1984.

Senate amendment
No provision

Conference agreement
The conference agreement follows the House bill.

5. Noi'iici'io REGARDING SSI

Present law
Currently, there is no statutory requirement that OASDI

beneficiaries be contacted and informed of potential eligibility for
Supplemental Security Income (SSI) payments. However, since the
beginning of the SSI program, the Social Security Administration
has undertaken a number of outreach efforts to identify those po-
tentially eligible. SSA routinely provides information about SSI eli-
gibility and takes applications for SSI payments at the time of ap-
plication for OASDI benefits, if the applicant is potentially eligible
for SSI payments. In addition, many State agencies and other pri-
vate relief groups routinely refer clients to SSA. Presently, about
6.9 percent of elderly social security recipients also receive SSI.

House bill
No provision.

Senate amendment
Prior to July 1, 1984, the Secretary of Health and Human Serv-

ices would be required to notify, on a one1ime basis, all elderly
OASDI beneficiaries who are potentially eligible, of the availability
of SSI and encourage them to contact their district offices. In addi-
tion, the provision would require that the same information be in-
cluded with the notification to OASDI beneficiaries of upcoming
eligibility for Supplemental Medical Insurance.
Con ference agreement

The conference agreement follows the Senate amendment.

TITLE V—UNEMPLOYMENT COMPENSATION (UC)
PROVISIONS

1. EXTENSION OF FEDERAL SUPPLEMENTAL COMPENSATION (FSC)
PROGRAM

Present law
Under the current FSC program, which became effective on Sep-

tember 12, 1982, and expires March 31, 1983, additional weeks of
Federally financed unemployment compensation benefits are pro-
vided to jobless workers who have exhausted all other State and
Federal unemployment benefits. The number of weeks of FSC bene-
fits that jobless workers may receive depends on (a) the number of
weeks of State unemployment benefits received by each claimant,
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and (b) the State in which the claimant qualified for or receives the
benefits.

As originally enacted, the FSC program, depending upon State
insured unemployment rates (IUR),' provided a maximum of 10, 8,
or 6 additional weeks of benefits. As amended by provisions con-
tained in the Surface Transportation Assistance Act of 1982 (P.L.
97-424), beginning with the week of January 9, 1983, the FSC pro-
gram provides the following maximum weeks of benefits:

(1) 16 weeks in States with a 13 week average insured unemploy-
ment rate (IUR) of at least 6.0 percent;

(2) 14 weeks in States that were triggered on the extended bene-
fits program between June 1, 1982 and January 6, 1983;

(3) 12 weeks in the remaining States that have a 13 week average
IUR of at least 4.5 percent;

(4) 10 weeks in the remaining States that have a 13 week average
IUR from 3.5 percent to 4.4 percent; and,

(5) 8 weeks in all other States.
The number of weeks of FSC a qualified individual may receive

is the lesser of 65 percent of the number of weeks of regular State
benefits he received or the maximum number of weeks of FSC pay-
able in the State. In the case of an interstate claim for FSC, the
individual is eligible for the lesser of (a) the maximum number of
weeks of FSC payable to him in the State in which he receives the
benefits or (b) the maximum number of weeks payable to him in
the State in which he qualified for FSC benefits.

To qualify for FSC an individual must have exhausted all State
and extended benefits to which he is entitled, and he must meet
State and extended benefit qualification requirements. This means
he must have worked at least 20 weeks or have the equivalent in
wages during the base period.

House bill
The FSC program is extended for 6 months, from April 1, 1983

through September 30, 1983.
Effective April 1, 1983, FSC benefits would be payable as follows:
(a) Basic FSC Benefits.—Individuals who begin receiving FSC on

or after April 1, 1983 could receive up to a maximum of:
(1) 14 weeks in States with average IUR 6.0 percent and above;
(2) 13 weeks in States with average IUR 5.0 to 5.9 percent;
(3) 11 weeks in States with average IUR 4.5 to 4.9 percent;
(4) 10 weeks in States with average TUR 3.5 to 4.4 percent;
(5) 8 weeks in all other States.
(b) Additional FSC Benefits.—!ndividuals who exhaust FSC on or

before April 1, 1983 could receive additional weeks equal to three-
fourths of the basic FSC entitlement payable in the State, up to a
maximum of:

(1) 10 weeks in the 14 basic week States (average IUR 6.0 or
above);

'The Insured Unemployment Rate (IUR) is the percentage of workers covered under the
state unemployment compensation law who are claiming 5tate unemployment benefits in a par-
ticular week. The number of weeks of FSC payable in a state depends upon the average IUR
measured over a moving 13 week period.
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(2) 8 weeks in the 13 and 11 basic week States (average IUR 4.5
to 5.9);

(3) 6 weeks in the 10 and 8 basic week States (average IUR 4.4
and below).

(c) Transitional FSC Benefits.—Individuals who begin receiving
FSC before April 1, 1983 and have some FSC entitlement remain-
ing after that date, could also receive additional weeks under (b)
above. However, the combination of their remaining basic FSC en-
titlement received after April 1, 1983, and the additional weeks
provided in (b), cannot exceed the maximum number of weeks of
basic FSC benefits payable in the State, shown in (a) above.

Section 503 provides for the coordination of the FSC extension
with the Trade Readjustment program.
Senate amendment

The FSC program is extended for 6 months from April 1, 1983
through September 30, 1983.

Effective April 1, 1983, FSC benefits would be payable as follows:
(a) Basic FSC Benefits.—Individuals would begin receiving FSC

on or after April 1, 1983 could receive up to a maximum of:
(1) 14 weeks in States with average IUR 6.0 percent and above;
(2) 12 weeks in States with average IUR 5.0 to 59 percent;
(3) 10 weeks in States with average IUR 4,0 to 4.9 percent;
(4) 8 weeks in all other States.
The maximum number of weeks payable in a State after April 1,

1983 could be no more than 4 weeks less than the maximum
number payable on March 27, 1983.

(b) Additional FSC Benefits.—Jndivjduals who exhaust FSC on or
before April 1, 1983 could receive additional weeks of FSC benefits
up to a maximum of:

(1) 8 weeks in States with IUR at 6.0 and above
(2) 6 weeks in States with IUR at 5.0 to 5.9
(3) 4 weeks in all other States.
(c) Transitional FSC Benefits. —Individuals who begin receiving

FSC before April 1, 1983 and have some FSC entitlement remain-
ing after that date, could also receive addditional weeks under (b)
above. However, the combination of their remaining basic FSC en-
titlement received after April 1, 1983, and the additional weeks
provided in (b), cannot exceed the maximum number of weeks of
basic FSC benefits payable in the State, shown in (a) above.

(d) Phaseout FSC Beneflts.—Jndividuals who have not exhausted
their FSC entitlement on September 30, 1983, when the program
expires, would be eligible to receive up to 50 percent of their re-
maining FSC entitlement. No new claimants would be added to the
FSC program on or after September 30, 1983.

(e) New Qualification Requirement.—Claimants must have
worked 26 weeks or have earned the equivalent in wages during
their base period to qualify for FSC. This applies only to claimants
becoming eligible for FSC on or after April 1, 1983.
Conference agreement

(a) Basic FSC Benefits. —The conference agreement follows the
Senate amendment with a modification in the provision under
which the maximum number of weeks payable in a State after
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April 1, 1983 could be no more than 4 weeks less than the maxi-
mum number of weeks payable under the FSC law in effect as of
March 27, 1983. Under the modification, this provision would apply
only in those States where the maximum number of FSC weeks
payable for the first week beginning after March 27, 1983 or, if
later, the first week FSC benefits provided under this bill are pay-
able was more than 4 weeks less than the maximum number of
weeks payable under the FSC law in effect on March 27, 1983.

(b) Additional FSC Benefits.—The conference agreement follows
the House bill with the following adjustment: 10 additional weeks
would be payable in States with average EUR at' 6.0 percent and
above; 8 additional weeks would be payable in States with average
JUR at 4.0 to 5.9 percent; and, 8 additional weeks would be payable
in all other States.

(c) Transitional FSC Benefits.—The conference agreement follows
the House bill.

(d) Phaseout FSC Benefits.—The conference agreement follows
the Senate amendment.

(e) New Qualification Requirement.—The conference agreement
follows the House bill.

(f) Coordination of FSC and Trade Readjustment Assistance.—
The conference agreement follows the House bill.

2. LIMITATION ON DISQUALIFICATION OF FSC CLAIMANTS WHO
ENROLL IN TRAINING

Present law
The Federal Unemployment Tax Act provides, as a condition for

employers in a State to receive the normal FUTA tax credit, that
the State law not deny unemployment compensation to otherwise
eligible claimants for any week during which they are attending a
training course with the approval of the State agency. Many States
frequently disapprove of training, however. En addition, State laws
must provide that individuals in approved training must not be
denied benefits because they are unavailable for work, are not ac-
tively searching for work, or have refused suitable work.

House bill
No provision.

Senate amendment
Would prohibit the denial of FSC to any otherwise eligible claim-

ant for any week because: (1) the claimant is attending training or
an accredited educational institution on a full-time basis; or (2) be-
cause of State law requirements that the claimant must be availa-
ble for work, actively searching for work, or must not have refused
work during the training, unless the State agency determines that
the training will not improve the claimant's employment opportu-
nities.

Effective upon enactment.

Conference agreement
The conference agreement follows the Senate amendment.
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3. DEFERRAL OF INTEREST PROVISION

Present law
Present law imposes interest of up to 10 percent per year on Fed-

eral unemployment compensation loans obtained by the States
after April 1, 1982, except for "cash flow" loans that States repay
by the end of the fiscal year in which the loans were obtained. A
State with high unemployment can defer payment of, and extend
the payment for, 75 prcent of interest charges due in any year.
The State must pay one-third of the deferred amount in each of the
three years following the fiscal year for which it is due. Interest is
charged on the deferred interest. In order to qualify for this defer-
ral and extension of the payment period, the State insured unem-
ployment rate must have equaled or exceeded 7.5 percent during
the first 6 months of the preceding calendar year.

House bill
No provision.

Senate amendment
(a) The Senate amendment makes the provisions imposing inter-

est on loans to States permanent.
(b) The amendment also allows States to defer 80 percent of the

interest due for a fiscal year, effective for interest accrued in fiscal
years 1983, 1984, and 1985. The deferred amount would be payable
in 4 installments in the succeeding years equal to at least 20 per-
cent of the original amount of interet due. A State would be re-
quired to meet conditions 1 and 2(A) or 2(B) below to qualify for the
deferral:

(1) no action has been taken to reduce its tax effort or trust fund
solvency; and

(2)(A) action (certified by the Secretary of Labor) has been taken
after March 31, 1982 which increases revenues and decreases bene-
fits by a total of 25 percent in the calendar year immediately fol-
lowing the fiscal year for which the first deferral is requested; and,
deferral of interest due for the years immediately following the
year in which the first year change is effective may be received if
changes of 35 and 50 percent are made; or,

(B) for taxable year 1982, total State UC tax revenues equaled at
least 2 percent of total wages paid by employers covered under the
State UC law.

(c) Interest will not be charged against any interest for which
payment is deferred, under current law deferral provisions or those
added by this bill and summarized in (b) above.

(d) The amendment allows a State to delay for up to nine months
the payment of interest due for any calendar year after 1982
during which the average total unemployment rate in the State
was 13.5 percent or higher. The average total unemployment rate
for a State shall be computed using the 12-month period for which
the most recent information is available prior to the month in
which the interest is due. Interest will not be charged against in-
terest for which payment is delayed.

(e) The amendment allows States to receive a discounted interest
rate that would be one percentage point below the interest rate
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that would otherwise apply. This would be authorized for interest
accrued only for fiscal years 1983, 1984, and 1985. It would be avail-
able under the same conditions as the new deferral above, except
the required percentage changes in (2) would be higher at 50, 80,
and 90 percent, respectively.

For purposes of determining whether a State meets the condi-
tions in (2) above, the Secretary of Labor will provide an estimate
of the unemployment rate for the base year, the calendar year in
which the deferral is requested. The level of benefits and revenue
liabilities will be determined using the State law in effect before
passage of the legislation. The estimate of changes as a result of
new legislation will be made from the base year in each year for
which a deferral is requested. Changes in State law which auto-
matically provide for increases in benefit amounts will be consid-
ered as if they were in effect in the base year for purposes of deter-
mining the change occuring as a result of new legislation. The Sec-
retary of Labor may use historical growth rates for indexed items
if appropriate. Once a deferral is approved, a State must continue
to maintain its solvency effort. Failure to do so would result in im-
mediate payment of all deferred interest.

Increases in the taxable wage base from $6,000 to $7,000 after
calendar year 1982 and increases in the maximum FUTA tax rate
to 5.4 percent after calendar year 1984 will not be counted for pur-
poses of meeting condition (2).

States will not be penalized or rewarded if economic events
change from those used in the base year for computing eligibility
under conditions (2).

Con ference agreement
The conference agreement follows the Senate amendment.

4. CAP ON CREDIT REDUCTION

Present law
The Federal Unemployment Tax Act (FUTA) imposes a Federal

unemployment compensation (UC) tax on employers in all States at
a rate of 3.5 percent on a taxable wage base of $7,000. However,
employers in States generally receive a FUTA tax credit of 2.7 per-
cent, resulting in a net Federal tax rate of 0.8 percent. States with
insufficient State unemployment compensation revenues to meet
State unemployment compensation obligations may borrow from
the Federal Unemployment Account. If a State defaults on its
loans from the Federal account, employers in the State begin to
lose the FUTA tax credit at the rate of at least .3 percent a year.
For example, because of overdue Federal UC loans, sixteen States
are experiencing a reduction in the 2.7 percent credit for tax year
1982.

Specifically, if a Federal UC loan is not entirely repaid by the
State by the second January 1 after the State receives the loan and
remains unpaid on the following November 10 of that year, the
FUTA tax credit applicable for that year for the State's employers
is reduced by .3 percent. For each succeeding year in which the
loan remains outstanding, the reduction is at least an additional .3
percent (i.e., .6, .9, 1.2 percent, etc.). Additional offset credit reduc-
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tions may apply to a State beginning in the second year of repay-
ment if certain criteria are not met. Under legislation enacted in
the 1970's, credit reductions were not imposed from 1975—1980 for
States satisfying specific requirements.

The 1981 Budget Reconciliation Act made two major changes in
loan payment conditions, effective from January 1, 1981 to Decem-
ber 31, 1987: (1) interest of up to 10 percent is charged on loans
made after April 1, 1982 (except those made for "cash flow" pur-
poses and repaid by the end of the fiscal year in which they occur);
and (2) States were allowed to "cap" the automatic FUTA credit re-
ductions if certain solvency requirements are met.

In a State that qualifies for the cap, the tax credit reduction is
limited to the higher of 0.6 percent, or the rate that was in effect
for the State for the preceding calendar year.

The cap provisions are designed to give States additional time to
make legislative and administrative changes necessary to restore
the State trust funds to solvency. These provisions lengthen the re-
payment period, but do not reduce a State's total liability.

In order to qualify for the cap on the automatic credit reductions
a State must demonstrate that:

(1) the net solvency of its UI system has not diminished (effective
for taxable years 1981—1987);

(2) there have been no decreases in its unemployment tax effort
(effective for taxable years 1981—1987);

(3) its average tax rate for the calendar year equals or exceeds its
average benefit cost rate for the prior five years (effective for tax-
able years 1983—1987); and

(4) the outstanding loan balance as of September 30 of the tax
year in question is not greater than on the third preceding taxable
year (effective for taxable years 1983—1987 the comparable year for
taxable year 1983, however, is 1981).

House bill
No provision.

Senate amendment
(a) Makes the credit reduction cap provisions in present law per-

manent.
(b) A State would still be required to meet all four conditions in

present law to qualify for the full credit reduction cap. The amend-
ment would, however, provide two lower annual credit reductions,
if a State does not qualify for the total cap:

(1) If a State meets the first two present law credit reduction cap
conditions and either of the remaining two conditions, the annual
credit reduction would be reduced by 0.1 percentage points from
what it would have been if the State had not qualified for a cap;
and

(2) If a State meets the first two credit reduction cap conditions
and qualifies for the interest deferral as a result of substantial
changes in its unemployment compensation law, the annual credit
reduction would be reduced by 0.2 percentage points from what it
would have been if the State had not qualified for a cap. A substan-
tial change in action (certified by the Secretary of Labor) taken
after March 31, 1982 which increases revenues and decreases bene-
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fits by a total of 25 percent in the calendar year immediately fol-
lowing the fiscal year for which the first interest deferral is re-
quested. Deferral of interest due for the years immediately follow-
ing the year in which the first year change is effective may be re-
ceived if changes of 35 and 50 percent are made.

The lower credit reductions would be authorized only for taxable
years 1983, 1984, and 1985 liabilities. Credits earned during this
period would be applied in determining the State's offset credit re-
duction for years after 1985.

The January 1st of each year for which a State qualifies for a
partial limitation on the offset credit reduction will be taken into
account for purposes of determining future offset credit reduction.
The credit reduction applicable in each subsequent year after the
partial limitation is in effect would continue to be reduced by the
amount by which the offset credit was reduced.

Conference agreement
The conference agreement follows the Senate amendment.

5. AVERAGE EMPLOYER CONTRIBUTION RATE

Present law
Present law provides that a State, in the second year in which

the offset credit reduction is imposed to repay outstanding loans,
may be subject to an additional credit reduction equal to the
amount by which the State's average tax rate is lower than 2.7 per-
cent. The average tax rate and the 2.7 percent are computed from
the ratio of taxes collected to State and Federal taxable wages, re-
spectively. Taxable wages are determined by the taxable wage
base. Any wages above the taxable wage base are therefore not in-
cluded.

In States where the taxable wage base exceeds the Federal tax-
able base of $7,000, the ratio of the State's UC tax revenues to the
State's taxable wages will be lower than it would be if the taxable
wage base was $7,000. This could activate the additional credit re-
duction in the second year even though these States have relatively
higher tax efforts.
House bill

No provision.

Senate amendment
Changes the calculations so that all wages instead of just taxable

wages are counted in the denominators of the• State tax rates and
the 2.7 percent. Each State's tax rate on all wages subject to contri-
butions under the Federal Unemployment Tax Act (FUTA) is com-
pared to an estimate of the national percentage of all wages subject
to FUTA contributions that 2.7 percent of taxable wages repre-
sents. The 2.7 percent factor is calculated as the product of 2.7 per-
cent and the ratio of the Federal taxable wage base ($7,000) and
the estimated United States average annual wage in covered em-
ployment for the calendar year in which the determination is
made.

Effective for taxable years beginning with 1983.
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Conference agreement
The conference agreement follows the Senate amendment.

6. DATE FOR PAYMENT OF INTEREST

Present law
Present law requires that interest is due no later than the first

day of the next fiscal year. If the next fiscal year falls on a week-
end, interest is due in the prior fiscal year. Otherwise, it is due on
the first day of the next fiscal year.

House bill
No provision.

Senate amendment
Requires payment of interest before the first day of the next

fiscal year.
Effective on date of enactment.

Conference agreement
The conference agreement follows the Senate amendment.

7. PENALTY FOR FAILURE To PAY INTEREST

Present law
If a State does not pay interest when it is due, there are no pro-

visions in present law through which the Federal government can
penalize 'the State or enforce the collection of interest charges.

House bill
No provision.

Senate amendment
Provides that, if a State fails to pay interest charges when they

are due, (a) Federal unemployment compensation and employment
service administrative funds will be withheld and (b) the State's
unemployment compensation program will lose its Federal certifi-
cation, which will result in employers in the State losing eligibility
for the credit against the Federal unemployment tax.

Effective upon enactment.

Conference agreement
The conference agreement follows the Senate amendment.

8. TREATMENT OF EMPLOYEES PROVIDING SERVICES TO EDUCATIONAL
INSTITUTIONS

Present law
The Federal Unemployment Tax Act (FUTA) covers employees of

educational institutions. FUTA requires States to deny benefits be-
tween academic years or terms to certain professional employees
working in instructional, research, and principal administrative ca-
pacities if they have a reasonable assurance of returning to work
in the next academic year or term. FUTA gives the States the



176

option of applying the same denial of benefits provision to non-
professional employees of educational institutions.

House bill
No provision.

Senate amendment
(a) States would be required to deny benefits between academic

years or terms to nonprofessional employees of educational institu-
tions if the employees have a reasonable assurance of returning to
work in the next academic year or term;

(b) States would be required to deny benefits between terms to
individuals performing services on behalf of an educational institu-
tion or an educational service agency even though not employed by
either the institution or agency.

The provisions would be effective on or after April 1, 1984. States
in which there is no legislative session before that date, however,
would be given additional time to comply with this provision.

Conference agreement
The conference agreement follows the Senate amendment in (a)

above that requires States to deny benefits between terms to non-
professional employees of educational institutions. The conference
agreement follows the Senate amendment in (b) above with the
modification that it would be optional to the States to extend the
between term denial to individuals performing services on behalf of
an educational institution or an educational service agency even
though not employed by either the institution or the agency.

9. EXTENDED BENEFITS FOR INDIVIDUALS WHO ARE HosPITALIzED OR
ON JURY DUTY

Present law
Present law disqualifies claimants from receiving Extended

Benefits or Federal Supplemental Compensation if they are not ac-
tively seeking work. Moreover, the disqualified claimant must go
back to work for at least 4 weeks and earn at least 4 times his
weekly benefit amount before he can qualify again for Extended
Benefits or Federal Supplemental Compensation.

House bill
No provision.

Senate amendment
Permits States to determine weekly eligibility based on availabil-

ity for work for claimants of Extended Benefits and FSC who are
serving on jury duty or are hospitalized for treatment of an emer-
gency or life-threatening condition. A State must treat these mdi-
viduals in accordance with their own State unemployment compen-
sation law.

Effective upon enactment.

Conference agreement
The conference agreement follows the Senate amendment.
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10. OPTIoN FOR VOLUNTARY HEALTH INSURANCE DEDUCTION FROM
UNEMPLOYMENT BENEFITS

Present law
Section 3304(a)(4) of the Federal Unemployment Tax Act prohib-

its States from withdrawing money from the State unemployment
trust fund for anything except the payment of unemployment com-
pensation benefits or to refund certain taxes erroneously paid by
employers.

House bill
Provides States the option of deducting an amount from the un-

employment compensation benefits otherwise payable to an indi-
vidual and using the amount deducted to pay for health insurance,
if the individual elects to have such a deduction made from his
benefits.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill.

11. TREATMENT OF CERTAIN ORGANIZATIONS WHO WERE
RETROACTIVELY GRANTED 501(c)(3) STATUS

Present law
Unemployment insurance coverage was extended to employees of

certain nonprofit organizations in 1970 and then extended to em-
ployees of generally all nonprofit organizations in 1976.

Under the 1970 and 1976 amendments, nonprofit organizations
were given the option of financing unemployment benefits paid to
their former employees through the State unemployment payroll
tax system that applies to private employers (contribution fnethod)
or by retroactively reimbursing the State trust fund for the amount
of benefits paid to their former employees (reimbursement method).

Nonprofit employers who had voluntarily covered their employ-
ees prior to the 1970 or 1976 amendments and financed benefit
costs by the contribution method, and after enactment of the 1970
or 1976 amendments chose to switch to the reimbursement method
of financing, were permitted to apply any accumulated balance in
their accounts toward costs incurred in the future and paid for on
a reimbursement basis. The authority to make such a transfer,
however, was available for a limited period of time that expired
shortly after enactment of the 1976 and 1970 amendments.
House bill

Allows a nonprofit organization that elects to switch from the
contribution to the reimbursement method of financing unemploy-
ment benefits to apply any accumulated balance in its State unem-
ployment account to costs incurred after it switches to the reim-
bursement method, under the following conditions:

(1) the organization did not elect to switch to the reimburse-
ment method under prior authority because during these pen-

18—370 0 — 83 — 12
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ods the organization was treated as a 501(c)(4) organization by
the IRS, but the organization has been subsequently deter
mined by the IRS to be a 501(cX3) organization; and,

(2) the organization elects to switch to the reimbursement
method before the earlier of 18 months after such election was
first available to it under State law or January 1, 1984.

Senate amendments
No provision.

Conference agreement
The conference agreement follows the House bill.

12. WAIVER OF PENALTY TAX ON WITHDRAWALS FROM INDIVIDUAL

RETIREMENT ACCOUNTS (IRA's) BY CERTAIN UNEMPLOYED WORKERS

Present law
An individual generally is subject to a penalty tax equal to 10

percent of any distribution from an individual retirement account
(IRA) to the individual for whose benefit the IRA was established if
the individual is less than age 59 1/2 when the distribution is made.
However, the penalty tax does not apply if the distribution is at-
tributable to the individual's becoming permanently and totally
disabled.

House bill
No provision.

Senate amendment
The 10 percent penalty tax would not apply in the case of distri-

butions from an IRA to an individual who has at least 20 quarters
of coverage under social security, and who has received, within the
preceding 12-month period, regular unemployment compensation
under State law, and has exhausted all rights to such compensation
in his most recent benefit year. The amendment would apply to
withdrawals after the date of enactment.

Conference agreement
The conference agreement follows the House bill.

13. REEMPLOYMENT VOUCHERS

Present law
No provision.

House bill
No provision.

Senate amendment
Would permit claimants of Federal Supplemental Compensation

(FSC) to offer a voucher equal to 75 percent of their maximum po-
tential FSC benefits to prospective employers in lieu of FSC bene-
fits no later than one month after they become eligible for FSC. If
the employer hires the claimant, the State agency will certify the
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employer's use of the following portions of the voucher's face value
in payment of Federal employment taxes (FUTA and FICA): (1) 25
percent within the first month of employment; (2) 25 percent in
each of the next groups of three months of employment. If a claim-
ant cannot use the voucher or only uses a portion, he would receive
the balance of his maximum potential FSC benefits, reduced by the
payments made to employer or the amount of FSC he would have
received for the period.

The employer must certify that the employment under the
voucher meets the following conditions: (1) the employee will be
employed for an average of at least 30 hours per week during the
payment period; (2) displacement of current employees, including
reduced nonovertime hours, will not occur; and (3) the employee
will not be hired to fill a vacancy created by laying off or terminat-
ing a regular employee.

Also, no "payment" may be made to a claimant's base year em-
ployer.

Effective upon enactment.

Conference agreement
The conference agreement follows the House bill.

TITLE VI. PROSPECTIVE PAYMENTS FOR MEDICARE
INPATIENT HOSPITAL SERVICES

1. PROSPECTIvE PAYMENT AMOUNT

Present law
Under present law, medicare payment amounts are retrospec-

tively determined based upon a hospital's reasonable costs, subject
to the limits established by TEFRA. Certain reimbursement limits
are applied to (1) hospital inpatient operating costs ("section 223"
limits) and (2) the rate of increase in inpatient operating costs (this
limit expires after fiscal year 1985).

House bill
Under the House bill, the Secretary would be required to deter-

mine prospectively a payment amount for each hospital discharge.
Hospital cases (discharges) would be classified into "diagnosis relat-
ed groups" (DRG's).

Senate amendment
Same as the House bill.

2. DRG RATES

A. SEPARATE RATES

Present law
No provision.
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House bill
Under the House bill, separate payment rates would apply to

urban and rural areas in each of the 9 census divisions (the 50
States and the District of Columbia).

Senate amendment
Under the Senate amendment, separate payment rates would

apply to urban and rural areas in each of the 4 census regions (the
50 States and the District of Columbia).

Conference agreement
The conference agreement follows the House bill.

B. TERMINATION OF REGIONAL ADJU5TMENT5

Present law
No provision.

House bill
Under the house bill, regional adjustments (i.e., by census divi-

sions) would no longer apply after the fourth year of the program.

Senate amendment
Under the Senate amendment, regional adjustments (i.e., by

census regions) would no longer apply after the third year of the
program.

Conference agreement
The conference agreement follows the Senate amendment as it

applies to the 9 census divisions.

3. EFFECTIVE DATE/TRANSITION

A. PHASE-IN PERIOD

Present law
Under present law, the section 223 limits are authorized indefi-

nitely; the rate of increase limits will not apply to hospital cost re-
porting periods beginning on or after October 1, 1985.

House bill
Under the House bill, implementation of the new prospective

payment system would be phased in over a 3-year period, starting
with each hospital's first cost reporting period beginning on or
after October 1, 1983. During year one, 25% of the payment would
be based on regional DRG rates; 75% of the payment would be
based on each hospital's cost base. In year two, 50% of the payment
would be based on regional DRG rates and 50% on each hospital's
cost base. In year three, 75% of the payment would be based on
regional DRG rates and 25% would be based on each hospital's cost
base. In year four, 100% of the payment would be determined
under the DRG payment methodology. In year five, 100% of the
payment would be determined under a national DRG payment
methodology.



181

Senate amendment
The Senate amendment contains a similar provision, except that

during year one, 25% of the payment would be based on a combina-
tion of national and regional DRG rates (25% national, 75% region-
al); 75% would be based on each hospital's cost base. In year two,
50% of the payment would be based on a combination of national
and regional DRG rates (50% each); 50% would be based on each
hospital's cost base. In year three, 75% of the payment would be
based on a combination of national and regional DRG rates (75%
national, 25% regional); 25% would be based on each hospital's cost
base. In year four, 100% of the payment would be determined
under the national DRG payment methodology.

Conference agreement
The conference agreement follows the Senate amendment with

modifications. Under the agreement, implementation of the pros-
pective payment system would be phased-in over a 3-year period.
During year one, 25% of the payment would be based on regional
DRG rates; 75% would be based on each hospital's cost base. In
year two, 50% of the payment would be based on a blend of nation-
a and regional DRG rates (25% national, 75% regional); 50% of
the payment would be based on each hospital's cost base. In year
three, 75% of the payment would be based on a blend of national
and regional DRG rates (50% national, 50% regional); 25% of the
payment would be based on each hospital's cost base. In year four,
100% of the payment would be determined under the national
DRG payment methodology.

B. CALCULATION OF COsT-BAsED PORTION OF PAYMENT

Present law
No provision.

House bill
Under the House bill, for the first 2 reporting periods, the calcu-

lation of that portion of a hospital's payment which is cost-based
would be the lesser of the hospital's payment under the rate of in-
crease limits, without the penalties and bonuses of present law, or
the section 223 limits without regard to any exemptions, exceptions
or adjustments thereto. For the third reporting period, the calcula-
tion of the cost-based portion would be the hospital's payment
under the rate of increase limit only.
Senate amendment

Same provision, except the Section 223 limits would not apply.
Conference agreement

The conference agreement follows the Senate amendment. The
managers note that during the phase-in period, some portion of the
prospective payment rate will be related to each hospital's own ex-
perience in a base cost reporting year. The managers recognize
that, in some cases, the Secretary will have to use estimates to
adjust some portions of the hospital's base year experience to make
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it comparable to inpatient operating costs that will be paid under
the prospective system—e.g., FICA taxes that would have been paid
if the hospital had been in the social security system or the adjust-
ment needed to exclude the nursing differential which is no longer
payable. Since the hospital's specific portion of the rate must be de-
termined in advance of the hospital's first fiscal year under the
system, the managers expect the Secretary will use the best data
available at that time to determine operating costs for the purposes
of the phase-in.

C. MAINTENANCE OF COST-REPORTING 5Y5TEM

Present law
Under present law, hospitals are required to file annual cost re-

ports which are used to determine the amount of each hospital's
reasonable cost reimbursement.

House bill
Under the House bill, the Secretary would be required to main-

tain a system of cost reporting during the period of transition to
the new prospective payment system and for at least two years
after full implementation of the new payment program (at least
until the end of fiscal year 1988).

Senate amendment
No provision.

Conference agreement
The conference agreement follows the House bill. The managers

intend that the Secretary consider the needs of the States prior to
changing cost-reporting requirements. Many States use the medic-
aid cost reports for purposes of reimbursement under the medicaid
program. It is the managers' intention that extensive cost reports
be maintained, at least during the first year of implementation, in
order to allow States time to adjust their medicaid reporting re-
quirements.

4. AREA WAGE ADJUSTMENT

Present law
Under present law, an adjustor, using Bureau of Labor Statistics

data for hospital wages, is used under current section 223 limits to
adjust for area differences in hospital wage levels.

House bill
Under the House bill, DRG rates would be adjusted for area dif-

ferences in hospital wage levels compared to the national average
hospital wage level.

Senate amendment
Under the Senate amendment, DRG rates would be adjusted for

area differences in hospital wage levels compared to the national
or regional average hospital wage levels as appropriate.
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Conference agreement
The conference agreement follows the House bill.

5. INITIAL PAYMENT LEVEL

A. GENERAL

Present law
Under present law, medicare payments to hospitals are made ac-

cording to the lower of actual reasonable costs, the section 223 total
cost limits, or the rate of increase limits added by TEFRA. The
TEFRA rate of increase limits are based on each hospital's histori-
cal costs. These costs are updated by the marketbasket of goods and
services purchased by hospitals, plus 1 percentage point.

House bill
Under the House bill, the rates for each DRG would be derived

from historical medicare cost data for each hospital. The rates
would be updated to fiscal year 1983 by the estimated industry-
wide actual increase in hospital costs. The rates would be further
updated for fiscal year 1984 by the increase in the marketbasket
plus 1 percentage point. In fiscal year 1984, the DRG rates would
be reduced, as may be required, to achieve budget neutrality in re-
lationship to the reimbursement levels that would have applied
under the TEFRA legislation.

Senate amendment
Same as the House bill.

B. SERVICES COVERED

Present law
Under present law, services provided to medicare beneficiaries

who are inpatients of a hospital are ordinarily billed under part A
and reimbursed on a reasonable cost basis. However, some pay-
ments for certain non-physician services rendered to inpatients are
billed by suppliers of services under part B on a reasonable charge
basis.

House bill
Under the House bill, effective October 1, 1983, all non-physician

services provided in an inpatient setting would be paid only as in-
patient hospital services under part A, except as provided below.

The Secretary is given authority to waive these restrictions, and
to provide for adjustments in the DRG payments rates, for hospi-
tals which can demonstrate to the Secretary that their practices
prior to October 1, 1982, were such that their services were exten-
sively billed independently under part B. Such hospitals could be
permitted, by the Secretary, to continue such billing arrangements
during the transition period for phasing-in the prospective payment
system. Such arrangements would not be recognized once the pros-
pective payment system is fully implemented. The Secretary would
estimate, each year, amounts that would have been reimbursed
under part B for inpatient hospital services (other than physician
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services) and include, each year, in the base rate for determining
the DRG payment rates an approximation of this amount.

Senate amendment
The Senate amendment would also provide payment for all non-

physician services provided to hospital inpatients, effective October
1, 1983, only as inpatient hospital services, except that the Secre-

tary may waive these restrictions during the transition period in
the case of hospitals that have allowed direct billing under part B
so extensively that immediate compliance with such restrictions
would threaten the stability of patient care. The Secretary could
allow continued payment of part B billings as long as he or she
subsequently deducted the total amount for these billings from the
payments made under the prospective system to the hospital. If
such a waiver is granted, the Secretary, at the end of the transi-
tion, may provide for such methods of payment under part A as is
appropriate given the organizational structure of the institution.

Conference agreement
The conference agreement follows the Senate amendment with a

modification requiring the Secretary to define, by regulation for
this purpose, non-physician services which would be considered in-
patient hospital services covered by prospective DRG-based pay-
ments.

C. ADJUSTMENTS FOR SOCIAL SECURITY

Present law
Under present law, a downward adjustment is made to a hospi-

tal's medicare payment to account for a hospital's withdrawal from
the Social Security system.

House bill
Under the House bill, the provision in present law would be re-

pealed.

Senate amendment
Under the Senate amendment, the provision also would be re-

pealed. In addition, in setting the initial payment rates, the Secre-
tary would be required to recognize the payroll costs some hospitals
will incur as the result of being required to enter the Social Secu-
rity system, by adjusting base costs for individual hospitals and by
adjusting the DRG prospective rates to include these additional
costs.

Conference agreement
The conference agreement follows the Senate amendment.
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6. ANNUAL UPDATES

A. ANNUAL INCREASE

Present law
Under present law, the rate of increase limits are updated by the

increase in a marketbasket of goods and services purchased by hos-
pitals, plus 1 percentage point.

House bill
Under the House bill, for fiscal year 1985, payment amounts

from the previous fiscal year would be increased by the marketbas-
ket, plus 1 percentage point. There would be an overall budget lim-
itation to maintain budget neutrality for fiscal year 1985.

Senate amendment
Same as the House bill.

B. SECRETARY'S DETERMINATION OF ANNUAL INCREASE FACTOR

Present law
No provision.

House bill
Under the House bill, taking into consideration the recommenda-

tions of the panel, the Secretary must determine, for each fiscal
year beginning with fiscal year 1986, the appropriate increase
factor.

Senate amendment
Under the Senate amendment, taking into consideration the rec-

ommendations of the commission, the Secretary must determine,
for each fiscal year beginning with fiscal year 1986, the increase
factor; such factor must assure adequate compensation for the effi-
cient and effective delivery of medically appropriate and necessary
care of high quality.

Conference agreement
The conference agreement follows the Senate amendment with a

modification which requires that the Secretary, in determining the
increase factor, must take into account amounts necessary for the
efficient and effective delivery of medically appropriate and neces-
sary care of high quality.

C. PUBLICATION OF SECRETARY'S DETERMINATION

Present law
No provision.

House bill
Under the House bill, the Secretary must publish in the Federal

Register (1) not later than the June 1 before each fiscal year begin-
ning with fiscal year 1986, his or her determination of the proposed
increase factor and (2) not later than the September 1 before such
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fiscal year, his or her final determination of the increase factor.
The Secretary must include in the publication due by June 1 the
report of the panel's recommendations for that fiscal year.

Senate amendment
Same as the House bill.

D. EXPERT PANEL/COMMISSION'S DETERMINATION OF ANNUAL INCREASE

FACTOR

Present law
No provision.

House bill
The House bill requires the Secretary to appoint a panel of inde-

pendent experts to review the increase factor and make recommen-
dations to the Secretary on the appropriate percentage increase for
fiscal years beginning with fiscal year 1986. The panel must take
into account changes in the marketbasket, hospital productivity,
technological and scientific advances, quality of care, and utiliza-
tion of relatively costly, though effective, methods of care.

Senate amendment
The Senate amendment contains a similar provision, except the

review of the increase factor and recommendations to the Secre-
tary would be conducted by a commission selected by the Office of
Technology Assessment, and would begin with fiscal year 1986.

Conference agreement
The conference agreement follows the Senate amendment.

E. EXPERT PANEL/COMMISSIONS REPORT ON ANNUAL INCREASE FACTOR

Present law
No provision.

House bill
Under the House bill, the panel must report its recommenda-

tions on the increase factor to the Secretary not later than May 1

before the beginning of each fiscal year, beginning with fiscal year
1986.

Senate amendment
Under the Senate amendment, the commission must report its

recommendations on the increase factor to the Secretary not later
than April 1 before the beginning of each fiscal year, beginning
with fiscal year 1986.

Conference agreement
The conference agreement follows the Senate amendment.
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7. RECALIBRATION OF DRG's

A. SECRETARY'S DETERMINATION OF DRG RECALIBRATION

Present law
No provision.

House bill
Under the House bill, the Secretary would be required to estab-

lish (and would be permitted from time to time to make changes
in) a system of classification of inpatient hospital discharges by
DRGs and a methodology for classifying specific hospital discharges
within the DRGs. For each DRG, the Secretary would be required
to assign (and would be permitted from time to time to recompute)
an appropriate weighting factor which reflects the relative hospital
resources used for discharges classified within that DRG compared
to resources used for discharges classified in other DRGs.

Senate amendment
The Senate amendment contains a similar provision except the

Secretary would be required to adjust the classifications and
weighting factors at least once every 3 years to reflect changes in
treatment patterns, technology, and other factors which may
change the relative use of hospital resources.

Conference agreement

The conference agreement follows the Senate amendment with a
modification requiring the Secretary to adjust the DRG classifica-
tions and weighting factors for fiscal year 1986 and subsequently,
as necessary, but no less often than once every four years.

B. EXPERT COMMISSION'S DETERMINATION OF DRG RECALIBRATION

Present law
No provision.

House bill
No provision.

Senate amendment
Under the Senate amendment, the commission would be required

to consult with, and make recommendations to, the Secretary with
respect to changes in the DRGs, based on its evaluation of scientific
evidence with respect to new practices, including the use of new
technologies and treatment modalities. The commission must
report to Congress its evaluation of any adjustments to the DRGs
made by the Secretary.

Conference agreement

The conference agreement follows the Senate amendment.
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8. ATYPICAL CASES/OUTLIERS

A. BASIS FOR OUTLIER PAYMENTS

Present law
No provision.

House bill
Under the House bill, the Secretary would be required to make

additional payments where the length of stay for any case in a
DRG exceeds, by more than 30 days, the average length of stay for
cases within the same DRG. In addition, if a case has some other
unusua' length of stay or unusual cost, the Secretary could provide
additional payment amounts.

Senate amendment
Under the Senate amendment, the Secretary would be required

to make additional payments where (1) the length of stay exceeds
the mean length of stay by some fixed number of days or (2) by a
certain number of standard deviations, whichever is less. Hospitals
would be permitted to appeal for additional payments for cases
where charges adjusted to costs are equal to or greater than some
multiple of the DRG rates or some dollar criterion, whichever is
greater.

Conference agreement
The conference agreement follows the Senate amendment. The

managers are equally concerned that adjustments may be required
for cases which have an unusually short length of stay or which
are significantly less costly than the DRG payment. The Secretary
would be required to report on this with recommendations on how
to address this issue.

B. PAYMENT LEVELS FOR OUTLIER CASES

Present law
No provision.

House bill
Under the House bill, the additional payment amounts per case

would be determined by the Secretary.

Senate amendment
Under the Senate amendment, the amount of additional pay-

ments would be determined by the Secretary and approximate the
margina' cost of care beyond the outlier cut-off criteria (days or
dollar amounts).

Conference agreement
The conference agreement follows the Senate amendment.
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C. TOTAL PROPORTION OF OUTLIER PAYMENTS

Present law
No provision.

House bill
Under the House bill, the Secretary would be required to provide

additional payments for outlier cases amounting to not less than 4
percent of total DRG related payments;

Senate amendment
Under the Senate amendment, the Secretary would be required

to provide additional payments for outlier cases amounting to not
less than 5 percent, and not more than 6 percent, of total projected
or estimated DRG related payments.

Conference agreement
The conference agreement follows the Senate amendment.

9. CAPITAL EXPENSES

A. CAPITAL IN GENERAL

Present law
Under present law, medicare reimburses hospitals for the reason-

able costs of capital (including depreciation, interest and rent).

House bill
Under the House bill, capital expenses, as defined by the Secre-

tary, would be specifically excluded from the prospective payment
proposal and would continue to be reimbursed on a reasonable cost
basis.

Senate amendment
Under the Senate amendment, capital expenses, as defined by

the Secretary, would be specifically excluded from the prospective
payment system until October 1, 1986, during which time they
would continue to be reimbursed on a reasonable cost basis. After
October 1, 1986, such expenses would no longer be excluded.

Conference agreement
The conference agreement follows the Senate amendment. The

managers intend that capital, as defined by the Secretary, includes
return on equity. The managers also note that the Secretary is re-
quired to complete, within 18 months, a thorough review of the
methods by which capital, including return on equity, can be incor-
porated into the prospective payment system. The managers expect
that additional legislation will be enacted by Congress to deal with
capital-related issues under the prospective payment system before
October 1, 1986. However, if the Secretary has implemented a
system of prospective payment for capital without legislative action
and the mandatory section 1122 capital planning approval provi-
sion has gone into effect, the conferees intend that the Secretary
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will adjust the prospective payment for capital to reflect a disap-
proval project under section 1122.

B. RETURN ON EQUITY

Present law
Under present law, medicare reimburses proprietary institutions

a return on equity.

House bill
The House bill provides for the phase-out of return on equity for

hospitals under the prospective payment system over the three-
year transition period during which the cost-based payment is
being phased out (75% in the first year, 50% in the second year
and 25% in the third year). No payment for a return on equity
would be made for cost reporting periods beginning on or after Oc-
tober 1, 1986.

Senate amendment
No provision.

Conference agreement
Under the conference agreement, effective with respect to cost

reporting periods beginning on or after the date of enactment, the
rate of return on equity will be reduced from one and one-half
times to an amount equal to the rate of interest paid by the Feder-
al Treasury on the assets of the Hospital Insurance Trust Fund.

C. NEW CAPITAL

Present law
No provision.

House bill
The House bill expresses the intent of Congress that, in imple-

menting a system for including capital-related costs under a pro-
spective payment system, costs related to capital projects initiated
on or after March 1, 1983, may be distinguished and treated differ-
ently from projects initiated before such date.

Senate amendment
The Senate amendment expresses the intent of Congress that, in

implementing a system for including capital-related costs under a
prospective payment system, costs related to capital projects initi-
ated on or after the effective date of the implementation of such
system may or may not be distinguished and treated differently
from projects initiated before such date.
Conference agreement

The conference agreement follows the Senate amendment. The
managers believe no assurances can be given that, under a new
system of paying for capital, projects obligated (as defined by regu-
lations under section 1122) after the date of enactment of this legis-
lation will continue to be paid on a reasonable cost basis.
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D. SECTION 1122 CAPITAL APPROVAL

Present law
Under present law, the Secretary is authorized to exclude from

reimbursement to providers certain costs related to capital expend-
itures that have been disapproved by a section 1122 planning
agency.

House bill
Under the House bill, at the end of 3 years, medicare would not

make payment for a new capital project unless the State had. a sec-
tion 1122 capital approval process and the capital expenditures had
been recommended by the State under such mechanism.

Senate amendment
The Senate amendment changes for cost reporting periods prior

to October 1, 1986: (1) the financing of reviews of capital projects
from the Hospital Insurance Trust Fund to general revenues; (2) in-
creases the amount of capital projects that is subject to the 1122
approval process from $100,000 to $600,000; (3) exempts from the
review process expenditures made by or on behalf of a health care
facility where 75 percent of the patients using the services of such
facility are enrollees in HMO's or CMP's and such expenditures
are for services and facilities needed by such organization to oper-
ate efficiently; and (4) requires hospitals to make their overall ex-
penditure plans and capital budgets available to section 1122 agen-
cies.

Conference agreement
The conference agreement follows the provision in the House bill

with the following modification: the requirement that medicare
payment for new capital projects be conditional on section 1122 ap-
proval would be effective October 1, 1986, only if no legislation
were enacted by that date which includes capital-related costs in
the prospective reimbursement system. In addition, effective upon
enactment: (1) the financing of reviews of capital projects would be
made from general revenues; (2) the maximum threshold a State
may use for determining which capital projects are subject to the
section 1122 review process would be increased from $100,000 to
$600,000; States would be permitted to set a lower threshold;. (3) in
order for a health care facility, where 75 percent of the patients
are HMO or CMP enrollees, to be exempt from the section 1122
review process because needed services and facilities are not other-
wise readily accessible, the organization must establish that one of
the following five conditions is met:

(a) the facilities are geographically dispersed
(b) the facilities are not available under a contract of reason-

able duration
(c) full and equal medical staff privileges are not available
(d) the arrangements are not administratively feasible, or
(e) the services are more costly than if provided by the HMO

or CMP; and
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(4) hospitals would be required to make their overall expenditure
plans and capital budgets available to the section 1122 or other
appropriate agency.

10. MEDICAL EDUCATION EXPENSES

A. DIRECT COST

Present law
Under present law, medicare reimburses direct medical educa-

tion expenses, such as the salaries of interns and residents in ap-
proved education programs, on the basis of reasonable cost.

House bill
Under the House bill, direct medical expenses for approved edu-

cational programs would be specifically excluded from payment de-
terminations under the prospective payment system and would be
paid on the basis of reasonable cost.

Senate amendment
Same as the House bill.

B. INDIRECT COST

Present law
Under present law, the section 223 limits provide an adjustment

to recognize individual hospital differences in indirect costs due to
approved teaching activities.

House bill
Under the House bill, the Secretary is required to provide addi-

tional payment amounts under the prospective payment system for
hospita's with indirect costs of medical education. The adjustment
for such payment amounts would equal twice the section 223 ad-
justment, provided under regulations, in effect as of Jan. 1, 1983,
for such costs.

Senate amendment
Same as the House bill.

11. EXEMPTIONS, EXCEPTIONS, AND ADJUSTMENTS

A. PAYMENTS TO EXEMPTED HOSPITALS AND HOSPITAL UNITS

Present law
No provision.

House bill
Under the House bill, hospitals or units of hospitals exempted

from the prospective payment system would be subject to the sec-
tion 223 limits (until hospital cost reporting periods beginning on
or after October 1, 1985) and the rate of increase limits applicable
under current law.
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Senate amendment
The Senate amendment contains a similar provision, except the

section 223 limits would no longer apply for hospital cost reporting
periods beginning on or after October 1, 1983.

Conference agreement
The conference agreement follows the Senate amendment.

B. PSYCHIATRIC, LONG-TERM CARE, AND CHILDREN'S HOSPITALS

Present law
Under present law, section 223 limits do not apply to children's

hospitals, long-term care hospitals or to rural hospitals with less
than 50 beds. In addition, the Secretary is required to provide ex-
emptions, exceptions, and adjustments to the section 223 limits as
he or she deems appropriate to take into account the special needs
of psychiatric hospitals.

House bill
Under the House bill, psychiatric, long-term care, children's and

rehabilitation hospitals would be specifically exempted from the
prospective payment system. Upon request of a hospital, rehabilita-
tion and psychiatric units which are distinct parts of acute care
hospitals would also be specifically exempted.

Senate amendment
The Senate amendment contains a similar provision, except (1)

hospitals would not have to request exemptions for distinct parts of
rehabilitation or psychiatric units and (2) exemptions of any such
hospitals or hospital units would no longer apply when the Secre-
tary determines that adequate data of clinical and statistical sig-
nificance is available to include these institutions and units under
the prospective payment system.

Conference agreement
The conference agreement follows the provision in the House bill

with a modification that deletes the provision which conditions
granting of an exemption on the receipt by the Secretary of a re-
quest from a hospital.

C. SOLE COMMUNITY HOSPITALS

1. Payments

Present law
Under present law, the Secretary is required to provide exemp-

tions, exceptions, and adjustments to the section 223 limits as he or
she deems appropriate to take into account the special needs of
sole community hospitals.

House bill
Under the House bill, the Secretary would be authorized to pro-

vide exceptions and adjustments to take into account the special
needs of sole community hospitals.

i8—37C 0 — 83 — 13
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Senate amendment
Under the Senate amendment, payments to sole community hos-

pitals for hospital cost reporting periods beginning on or after Octo-
ber 1, 1983, would be on the same basis, as payments to all other
providers in the first year of the transition period: 25% of the pay-
ment would be based on a blend of national and regional DRG
rates (25% national, 75% regional); 75% would be based on each
hospital's own cost base. In no case would total medicare payments
in those cost reporting years beginning on or after October 1, 1983,
and before October 1, 1986, be less than the payments made in the
preceding year.

Conference agreement
The conference agreement follows the provision in the Senate

bill with modifications: (1) Conforms the basis of payment to the
first-year blend of payment rates applicable to other hospitals
agreed to by the conferees (item 3a); and (2) where a sole communi-
ty hospital experiences a change of more than 5 percent in its total
volume over a previous year, due to circumstances beyond its con-
trol, the Secretary would be required to provide, for 3 years, an ad-
justment to fully compensate the hospital for the fixed costs it
incurs and for the reasonable cost of maintenance of core staff and
services.

2. Definition

Present law
No provision.

House bill
Under the House bill, "sole community hospitals" are defined as

those that, by reason of factors such as isolated location or absence
of other hospitals (as determined by the Secretary), is the sole
source of inpatient hospital services reasonably available in a geo-
graphical area to part A medicare beneficiaries.

Senate amendment
The Senate amendment contains a similar provision, except in-

cludes weather and travel conditions in the list of factors defining
a sole community hospital.

Conference agreement
The conference agreement follows the Senate amendment.

D. PUBLIC AND OTHER HOSPITALS

Present law
Under present law, the Secretary is required to provide exemp-

tions, exceptions, and adjustments to the section 223 limits as he or
she deems appropriate to take into account the special needs of
public and other hospitals that serve a disproportionate number of
low income or part A medicare beneficiaries.
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House bill
Under the House bill, the Secretary would be required to provide

exceptions and adjustments, as he or she deems appropriate, to
take into account the special needs of public or other hospitals that
serve a disproportionately large number of low-income or part A
medicare beneficiaries.

Senate amendment
The Senate amendment contains a similar provision, except also

applies to regional and national referral centers (including very
large acute care hospitals in rural areas).
Conference agreement

The conference agreement follows the Senate amendment.

E. OTHER PROVIDERS

Present law
Under present law, the Secretary is required to provide exemp-

tions, exceptions, and adjustments to the "section 223" and the rate
of increase limits as he or she deems appropriate to take into ac-
count the special needs of new hospitals, risk-based health mainte-
nance organizations, hospitals providing atypical or essential serv-
ices and to take account of extraordinary circumstances beyond a
hospital's control; and for other purposes.
House bill

Under the House bill, the Secretary is required to provide, by
regulation, for such exceptions and adjustments as he or she deems
appropriate (including those that may be appropriate with respect
to public and teaching hospitals and hospitals involved extensively
in treatment for, and research on, cancer).
Senate amendment

No provision.

Conference agreement

The conference agreement follows the provision in the House bill
with a modification which deletes the requirement with respect to
public and teaching hospitals. The conferees wish to make it clear
that this authority permits the Secretary to provide for such excep-
tions and adjustments as may be appropriate with respect to hospi-
tals experiencing special problems because of their location in a
particular census division.

F. ALASKA AND HAWAII

Present law
Under regulation, special adjustments are provided to the section

223 limits for hospitals in Alaska and Hawaii.
House bill

Under the House bill, the Secretary is authorized to provide ad-
justments to the DRG payment amounts as he or she deems appro-
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priate to take into account the unique circumstances of hospitals
located in Alaska and Hawaii.

Senate amendment
Same as the House bill.

G. HOSPITALS IN TERRITORIES, INCLUDING PUERTO RICO

Present law
No provision.

House bill
The House bill exempts from the prospective payment system

hospitals located outside the fifty States or the District of Columbia
(e.g., the territories, including Puerto Rico).

Senate amendment
Same as the House bill. (See study section.)

12. ADMIssIoNs AND QUALITY REVIEW

A. CONTRACTS WITH PROFESSIONAL REVIEW ORGANIZATIONS

Present law
Present law (title XI of the Social Security Act) requires the Sec-

retary to enter into contracts for utilization and quality control
peer review with professional review organizations (PROs) or other
review organizations, including medicare intermediaries (subject to
certain conditions and limitations).

House bill
Under the House bill, effective October 1, 1984, as a condition for

receipt of medicare payments, a hospital receiving payments ac-
cording to the prospective DRG rates would be required to contract
with a peer review organization, in the area, designated by the Sec-
retary under Title XI for the review of admissions, discharges, and
quality of care with respect to medicare hospital inpatient services.
The 12-month waiting period for intermediaries to qualify as
review organizations as specified in present law would begin on the
date the Secretary enters into contracts or on October 1, 1983,
whichever is earlier.

Senate amendment
Under the Senate amendment, hospitals receiving payments

under the prospective payment system would be required to enter
into an agreement with a peer review organization (if such as orga-
nization has a contract with the Secretary under title XI for the
area in which the hospital is located). The purpose of this contract
is to provide for the review of the validity of the diagnostic infor-
mation provided by such hospitals, the completeness and adequacy
of the care provided, the appropriateness of admissions, and the ap-
propriateness of care provided to patients designated by the hospi-
tals as outliers. These reviews would be covered as a hospital cost
of care under part A but the PRO would be paid by the Secretary
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on behalf of the hospital on the basis of a rate per review estab-
lished by the Secretary. The amount expended will be no less than
an amount which reflects the rates per review established in fiscal
year 1982 for both direct and administrative costs, adjusted for in-
flation, and will be expended from the trust fund and not subject to
appropriations.

Conference agreement
The conference agreement follows the Senate amendment with

modifications. Under the agreement, (1) hospitals receiving pay-
ments under the prospective payment system would be required
from the date of enactment through September 30, 1983, to con-
tract with a professional review organization (PRO), if there is a
PRO in the area which has contracted with the Secretary under
title XI: (2) such hospitals would be required, on or after October 1,
1984, to contract with a PRO, in the area, designated by the Secre-
tary under title XI as a condition of receiving payments under the
medicare program (if the Secretary has not contracted with a PRO
in the area such hospitals would not receive payment); (3) the 12-
month waiting period for intermediaries to qualify as PROs (as
specified in present law) would begin on the date the Secretary
enters into contracts or on October 1, 1983, whichever is earlier as
in the House bill; (4) where a contract between the Secretary and a
PRO is terminated after October 1, 1984, the Secretary would be
required to enter into a new contract with a PRO in that area
within 6 months of such termination, during which period hospitals
would not be penalized because no PRO exists in the area, and (5)
the amount expended for review purposes must also be no less than
an amount equal to the total expenditures made during 1982 for
review costs adjusted for inflation.

B. MONITORING 5Y5TEM E5TABLJ5HED BY THE SECRETARY

Present law
No provision.

House bill
Under the House bill, the Secretary would be required to estab-

lish a system for monitoring admissions and discharges of both hos-
pitals receiving prospective payment and hospitals reimbursed on a
cost basis, utilizing HCFA, medicare intermediaries, professional
review organizations/professional standards review organizations,
or such other medical review authority, to review admissions and
discharge practices and quality of care.

Senate amendment
No provision.

Conference agreement
The conference agreement strikes the provision in the House bill

but modifies the review requirements of professional review organi-
zations (PROs) to include review of patterns admissions and dis-
charges and quality of care of hospitals receiving medicare pay-
ments.
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C. PENALTIES FOR UNACCEPTABLE PRACTICES

Present law
No provision.

House bill
Under the House bill, the Secretary would be authorized to take

corrective action where hospitals, paid according to the prospective
rates or on a cost basis, were determined to be engaged in unaccep-
table admissions, medical, or other practices. The Secretary would
be permitted to disallow part or all of the medicare payment with
respect to an unnecessary or multiple admissions, or to require hos-
pitals to take other corrective action necessary where a provider
was determined to have engaged in such practices.

Senate amendment
No provision.

Conference agreement
The conference agreement follows the provision in the House bill

with a modification which authorizes the Secretary to take such
corrective action based on the findings of the PRO.

13. PAYMENTS TO HMO's AND CMP's

Present law
Current law provides that health maintenance organizations

(HMO's) and competitive medical plans (CMP's) may be reimbursed
either on the basis of reasonable costs or under a risk-based con-
tract, a payment equal to 95% of the adjusted average per capita
cost (AAPCC) for medicare enrollees in the HMO's area.

House bill
Under the House bill, the proposal would permit, at its election,

an HMO or a CMP that receives medicare payments on a risk basis
to choose to have the Secretary directly pay hospitals for inpatient
hospital services furnished to medicare enrollees of the HMO or
CMP. The payment amount would be at the DRG rate (or on the
basis of reasonable cost, as applicable) and would be deducted from
medicare payments to the HMO or CMP.

Senate amendment
Similar provision.

Con ference agreement
The conference agreement follows the provision in the House bill

with a technical amendment.
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14. STATE COST CONTROL SYSTEMS

A. AUTHORITY UNDER PRE-TEFRA LEGISLATION

Present law
Under present law, the Secretary has authority to establish

medicare demonstration projects. There are currently four State-
wide medicare demonstrations (MD, NJ, NY, and MA) and one
area-wide (Rochester, NY) demonstration.

House bill
Under the House bill, the Secretary would be expressly author-

ized to continue to develop, carry out, or maintain medicare experi-
ments and demonstration projects.

Senate amendment
Same as the House bill.

B. AUTHORITY FOR STATE PROGRAMS

Present law
Present law authorizes the Secretary, at the request of a State,

to pay for medicare services according to the State's hospital cost
control system if such system—

(1) applies to substantially all non-acute care hospitals in the
State;

(2) applies to at least 75% of all inpatient revenues or expenses
in the State;

(3) provides assurances that payors, hospital employees and pa-
tients are treated equitably; and

(4) provides assurances that the State's system will not result in
greater medicare expenditures over a three-year period than would
otherwise have been made. (To date, no State systems have been
approved under this authority).

House bill
Under the House bill, the Secretary would be prohibited from (1)

denying a State application on the ground that the State's system
is based on a payment methodology other than DRGs, or (2) requir-
ing that medicare expenditures under the State's system be less
than the expenditures which would have been made under the Fed-
eral prospective payment system. It includes the 4 requirements in
TEFRA for approval of a State system and adds a fifth require-
ment: if the Secretary determines that the State system will not
preclude an HMO or CMP from negotiating directly with hospitals
with respect to payment for inpatient hospital services.
Senate amendment

The Senate amendment contains the same provision, except adds
a sixth requirement that States must provide for a prohibition on
payments under part B for nonphysician services provided to inpa-
tients.
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Conference agreement
The conference agreement follows the Senate amendment with a

modification under which the Secretary would be required to issue
regulations setting forth the conditions under which States could
waive restrictions under State systems relating to payments for
certain non-physician services provided to hospital inpatients.

C. CONTINUATION OF CURRENT 5TATE PROGRAM5

Present law
No provision.

House bill
Under the House bill, for those States which currently have a

medicare waiver the Secretary would be required to continue the
State program if, and for so long as, the conditions described above
are met.

Senate amendment
Same as the House bill.

D. REQUIRED 5TATE PROGRAMS

Present law
No provision.

House bill
Under the House bill, the Secretary would be required to ap-

prove any State program which meets the following 6 requirements
in addition to the conditions indicated above, that the system: (1) is
operated directly by the State or an entity designated by State law;
(2) is prospective; (3) provides for hospitals to make such reports as
the Secretary requires; (4) provides satisfactory assurances that it
will not result in admissions practices which will reduce treatment
to low income, high cost, or emergency patients; (5) will not reduce
payments without 60 days notice to the Secretary and to hospitals;
and (6) provides satisfactory assurances that, in the development of
its program, the State has consulted with local officials concerning
the impact of the program on publicly owned hospitals.

The Secretary would be required to respond to requests from
States applying under these 11 conditions within 60 days of the
date the request is submitted.
Senate amendment

Same as the House bill.

E. MODIFICATION OF EXISTING CONTRACTS

Present law
Under current demonstration project agreements between the

Secretary and the States of New York and Massachusetts, the
States are required to maintain a rate of increase in medicare hos-
pital costs which is 1.5 percent below the national rate of increase
in such costs.
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House bill
Under the House bill, the Secretary would be required, upon re-

quest of a State, to modify the terms of an existing demonstration
agreement (entered into after August 1982 and in effect as of
March 1, 1983—New York and Massachusetts) so that the demon-
stration project is not required to maintain the rate of increase in
medicare hospital costs in that State below the national rate of in-
crease in such costs.

Senate amendment
The Senate amendment contains a similar provision, except pro-

vides that such demonstration agreements be modified so that the
percentage by which such project is required to maintain a rate of
increase in such costs in that State below the national rate of in-
crease be decreased by one-half of one percentage point for the con-
tract year, beginning in 1983, by an additional one-half of 1 per-
centage point for the contract year beginning in 1984, and by an
additional one-quarter of 1 percentage point• for the contract year
beginning in 1985.

Conference agreement
The conference agreement follows the House bill with a modifica-

tion permitting either the State or the party to the agreement to
request a modification of the contract.

F. JUDGING THE EFFECTIVENESS OF STATE SYSTEMS

Present law
No provision.

House bill
No provision.

Senate amendment
Under the Senate amendment, during the 3 cost reporting peri-

ods beginning on or after October 1, 1983, for existing State sys-
tems, the Secretary must judge their effectiveness on the basis of
their rate of increase or inflation in medicare inpatient hospital
payments compared to the national rate of increase or inflation for
such payments. The State would retain the option to have the test
applied on the basis of either aggregate payments per inpatient ad-
mission or discharge. After the transition period, this test would no
longer apply, and such State systems would be treated in the same
fashion as other waivered systems.

Con ference agreement
The conference agreement follows the Senate amendment.

G. REDUCTION IN PAYMENT5 TO HOSPITALS WHICH EXCEED
EXPENDITURE LIMITS

Present law
No provision.
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House bill
No provision.

Senate amendment
Under the Senate amendment, if the Secretary determines that

the amounts paid over a three-year period under a State system
exceed what medicare would have otherwise paid over the same
three-year period, the Secretary may reduce subsequent payments
to hospitals under the State system by that amount.

Con ference agreement
The conference agreement follows the Senate amendment. The

managers expect that the Secretary will provide a State, at least
annually, with such information as is needed to keep the hospitals
in a State fully informed, on an estimated or other basis, of the
projected potential liabilities that could result if medicare expendi-
tures in the State exceed the medicare expenditures which would
have been made in the absence of the State system.

15. ADMINISTRATIVE AND JUDICIAL REVIEW

A. LIMITATION

Present law
Under present law, a provider may request administrative

review of a final decision of a fiscal intermediary by the Provider
Reimbursement Review Board (PRRB). A provider may appeal the
PRRB decision to Federal court or, where it involves a question of
law or regulation which the PRRB does not have the authority to
review, the provider may appeal directly to Federal court.

House bill
Under the House bill, permits administrative and judicial review

in all cases except the narrow items necessary to maintain budget
neutrality: (1) the level of the payment amount, and (2) the estab-
lishment of the DRG classifications.

Senate amendment
Same as the House bill.

B. VENUE

Present law
Under present law, an individual provider may bring suit in the

judicial district in which it is located or the District of Columbia.
Groups may bring suit only in the District of Columbia.

House bill
No provision.

Senate amendment
The Senate amendment permits action to be brought jointly by

several providers in a judicial district in which the greatest
number of such providers is located. Any appeals to the PRRB for
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action for judicial review brought by providers which are under
common ownership or control would have to be brought by provid-
ers as a group with respect to any matter involving an issue
common to such providers.

Conference agreement
The conference agreement follows the Senate amendment.

16. STUDIES, REPORTS, AND DEMONSTRATIONS

Present law
No provision.

House bill
Under the House bill, the Secretary is required to study and

report to Congress on various topics.

Senate amendment
Under the Senate amendment, the Secretary is also required to

study and report to Congress on various topics.

Conference agreement
The conference agreement requires the Secretary to study and

report to Congress on the following:
a. Capital-related costs—the method by which capital-related

costs, such as return on net equity, associated with inpatient hospi-
tal services can be included in the prospective payment system; due
within 18 months after enactment.

b. Skilled nursing facilities (SNFs)—
1. The impact of hospital prospective payment systems on skilled

nursing facilities and recommendations concerning SNFs; due at
the end of 1983.

2. Requires the Secretary to conduct demonstrations with hospi-
tals in areas with critical shortages of SNFs to study the feasibility
of providing alternative systems of care or methods of payment.

3. The effect that the implementation of section 102 of TEFRA
would have on hospital-based SNFs, given the differences (if any) in
the patient populations served by such facilities and by community-
based SNF5; due prior to December 31, 1983.

c. Impact of the prospective payment methodology—the impact of
the prospective payment methodology during the previous year on
classes of hospitals, beneficiaries, other payors for inpatient hospi-
tal services, other providers, and the impact of computing averages
by census division, rather than national averages; must include the
Secretary's recommendations for changes in legislation, as appro-
priate; due annually at the end of each year for 1984 through 1987.

d. Physician's services to hospital inpatients—during fiscal year
1984,. requires the Secretary to begin the collection of data necessary
to compute, by DRGs, the amount of physician charges for services
furnished to hospital inpatients classified in those DRGs; requires
the Secretary to include, in a report to Congress in 1985, recom-
mendations on the advisability and feasibility of providing for the
determination of payments based on a DRG-type classification for
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physician's services furnished to hospital inpatients and legislative
recommendations.

e. Urban/rural rates—the feasibility and impact of eliminating
or phasing out separate urban and rural DRG prospective payment
rates; due at the end of 1985 as part of the 1985 annual report.

f. Prospective payments for hospitals not included in the
system—whether, and the method under which, hospitals not paid
under the prospective system can be paid on a prospective basis for
inpatient services; due at the end of 1985 as part of the 1985
annual report.

g. Payments for outliers/intensity—the appropriateness of the
factors used to compensate hospitals for the additional expenses of
outlier cases; application of severity of illness, intensity of care, or
other modifications to DRG's, and the advisability and feasibility
for providing for such modifications; due by the end of 1985 as part
of the 1985 annual report.

h. Payments for all payers—the feasibility and desirability of ap-
plying a prospective payment methodology to payment by all
payers for inpatient hospital services, including consideration of
the extent of cost-shifting to non-Federal payers, and the impact of
such cost-shifting on health insurance costs and premiums borne
by employers and employees; due by January 1, 1985.

i. Impact on admissions—the impact of the prospective payment
methodology on hospital admissions and the feasibility of making a
volume adjustment in the DRG rates or requiring preadmission
certification in order to minimize the incentive to increase admis-
sions; due by the end of 1985 as part of the 1985 annual report.

j. Impact of State systems—the overall impact of State hospital
payment systems, approved under either section 1886(c) or other
provisions of the Social Security Act, on the medicare and medicaid
programs, on payments and premiums under private health insur-
ance plans, and on tax expenditures; due at the end of 1986 as part
of the 1986 annual report.

k. Sole community hospitals, information transfer between parts
A and B, uncompensated care, and making hospital cost informa-
tion available—requires the Secretary to study and make legisla-
tive recommendations to Congress on an equitable method of reim-
bursing sole community hospitals, taking into account their unique
vulnerability to substantial variations in occupancy; requires the
Secretary to examine ways to coordinate an information transfer
between parts A and B of medicare, particularly where a denial of
coverage is made in the reimbursement to the admitting
physician(s); the Secretary also reports on the appropriate treat-
ment of uncompensated care costs and adjustments that might be
appropriate for large teaching hospitals; the Secretary also reports
on the advisability of having hospitals make available information
on the costs of care to patients financed by both public programs
and private payors; due prior to April 1, 1985.

1. The territories, including Puerto Rico—requires the Secretary
to study and make recommendations to Congress on the method for
including hospitals located outside of the 50 States and the District
of Columbia under a prospective payment system; due before April
1, 1984.
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17. DELAY OF SINGLE REIMBURSEMENT LIMIT FOR SKILLED NURSING
FACILITIES (SNFS)

Present law
Under present law, the Secretary is required to establish a single

reimbursement limit for both hospital-based and free-standing
SNFs to be effective for cost reporting periods beginning on or after
October 1, 1982.

House bill
No provision.

Senate amendment
The Senate amendment delays the effective date for the single

reimbursement limit for SNFs from cost reporting periods begin-
ning on or after October 1, 1982, to cost reporting periods begin-
ning on or after October 1, 1983.

Conference agreement
The conference agreement follows the Senate amendment.

18. ON LOK DEMONSTRATION

Present Law
No provision.

House bill
No provision.

Senate amendment
Under the Senate amendment, the Secretary would be required

to approve, with appropriate terms and conditions as defined by
the Secretary, within 30 days of enactment: (1) the risk-sharing ap-
plication of On Lok Senior Health Services (dated July 2, 1982) for
waivers of certain medicare requirements over a period of 36
months in order to carry out a long-term demonstration project,
and (b) the application of the California Department of Health
Services (dated November 1, 1982) for the waiver of certain medic-
aid requirements over a period of 36 months in order to carry out a
demonstration project for capitated reimbursement for comprehen-
sive long-term care services involving On Lok Senior Health Serv-
ices.

Conference agreement
The conference agreement follows the Senate amendment.

19. APPOINTMENT, MEMBERSHIP AND ACTIVITIES OF THE EXPERT
COMMISSION

A. APPOINTMENT

Present law
No provision.
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House bill
No similar provision.

Senate amendment
Under the Senate amendment, the Secretary is required to pro-

vide for the appointment of a commission of 15 independent ex-
perts, selected and appointed by the Director of the Office of Tech-
nology Assessment (OTA). Commission members must be appointed
no later than April 1, 1984, for a 3-year term, except that the OTA

Director may provide initially for shorter terms to insure that the
terms of no more than 7 members will expire in one year. Commis-
sion members would be eligible for reappointment for no more
than 2 consecutive terms.

The commission's membership must provide expertise and expe-
rience in the provision and financing of health care including, but
not limited to, physicians and registered professional nurses, em-
ployers, third-party payors, and individuals skilled in biomedical,
health services, health economics research, and individuals having
expertise in the research and development of technological and sci-
entific advances in health care. The OTA Director must seek nomi-
nations from a wide range of groups including, but not limited to,
(a) national organizations representing physicians, including medi-
cal specialty organizations and registered professional nurses and
other skilled health professionals; (b) national organizations repre-
senting hospitals, including teaching hospitals; and (c) national or-
ganizations representing the business community, health benefits
programs, labor, the elderly and national organizations represent-
ing manufacturers of health care products.

The commission may employ such personnel (not to exceed 50) as
may be necessary to carry out its duties. Subject to approval by the
OTA Director, the commission must appoint one of its staff mem-
bers as Executive Director. The commission is authorized to seek
assistance and support from appropriate Federal departments and
agencies as required. Establishes compensation rates for members
of the commission, the Executive Director, and staff.

The Commission is authorized to enter into contracts; make ad-
vance, progress, and other payments; accept services of voluntary
and uncompensated personnel; acquire, hold, and dispose of real
and personal property; and prescribe rules and regulations.

The commission is required to have access to relevant informa-
tion and data available from Federal agencies and to maintain con-
fidentiality of all confidential information. Establishes a Federal
Liaison Committee, consisting of delegates from appropriate Feder-
al agencies, to arrange for the acquisition of information, coordi-
nate its activities with those of Federal agencies, and advise the
commission on the activities of Federal agencies. The Administra-
tor of HCFA would be chairman of the committee, and the commit-
tee would meet not less than 6 times a year.

OTA must report to Congress on the functioning and progress of
the commission and the status of assessment of medical procedures
and services by the commission. Such reports must be annual for
the first 3 years and biannual thereafter, by March 15 of each year.
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There are authorized to be appropriated such sums as may be
necessary to carry out the activities of the commission and the
committee, 85% payable from the HI Trust Fund and 15% from
the SMI Trust Fund.

In order to identify medically appropriate patterns of health re-
sources use, the commission of independent experts would be re-
quired to collect and assess information, medical and surgical pro-
cedures and services, including information on regional variations
of medical practice and lengths of hospitalization and on other pa-
tient care data, giving special attention to treatment patterns for
conditions appearing to involve excessively costly or inappropriate
services not adding to the quality of care provided. Requires the
commission, in coordination to the extent possible with the Secre-
tary, in order to assess the safety, efficacy, and cost-effectiveness of
new and existing medical and surgical procedures, to collect and
assess factual information, giving special attention to the needs of
updating existing DRGs, establishing new DRGs, and making rec-
ommendations on relative DRG weights to reflect appropriate dif-
ferences in resource consumption in delivering safe, efficatious, and
cost-effective care. In collecting and assessing information, the com-
mission must (1) use existing data where possible, collected and as-
sessed either by its own staff or under other arrangements, and (2)
carry out, or award grants or contracts for, original research where
existing information is inadequate for the development of useful
and valid guidelines by the commission.

With the concurrence of the Secretary, payment is permitted
under part A or part B of medicare for expenses incurred for clini-
cal care items and services with respect to research and demonstra-
tion conducted by the Secretary or the commission.
Conference agreement

The conference 'agreement follows the Senate amendment with
numerous modifications designed to provide greater flexibility in
the operation of the Commission, to reduce its maximum staffing
from 50 to 25 individuals, and to provide for OTA oversight of the
Commission's administrative activities.
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EXPLANATION OF CONFERENCE
REPORT ON H.R. 1900, SOCIAL
SECURrrY ACT AMENDMENTS
OF 1983
(Mr. CONABLE asked and was given

permission to address the House for 1
minute and to revise and extend his
remarks.)

Mr. CONABLE. Mr. Speaker, it
occurs to me that while we are waiting
the arrival of the conference report, it
might be 'wise to try to cut down on
the time of the body by explaining
some of the measures that are in the
conference report so that I will not
have to repeat my remarks after the
papers have arrived. It does seem to
me that there is reason for some curi-
osity about the contents of this histor-
ic document.

We are at the end of a long, hard
road on social security, and we have
before us a conference report which
will rescue the system from impending
collapse and place it on a sound foot-
ing which holds a promise of lasting
soundness.

Nobody who voted for this measure
when it passed the House before has
any reason to vote against the confer-
ence report. In my opinion, the confer-
ence report represents not only the
best of the House measure but im-

CONGRESSIONAL RECORD - HOUSE
provement of it. I hope my colleagues
who voted against it before will recon•
sider and focus on the improvements
that have been made and be a part of
this historic moment.

The report is very close to the bill,
HR. 1900, which was passed in this
Chamber 2 weeks ago. It would be su-
perfluous to restate all of those provi.
sions. Therefore, I will confine my re-
marks to significant changes forged in
the conference, and the truly major
elements of the compromise agree-
ment.

The report differs significantly from
the House-passed biil m these re•
spects, and this is not centra' but it is
of interest to the Members. I am sure:

An addition which would stop social
security benefits to alien dependents
and survivors who have been outside
the United States for 6 consecutive
months. These persons, in order to re•
ceive any benefits, must have for 5
years been residents of this country
and had a dependency relationship
with the primary beneficiary while
they were in this country.

Now, Mr. Speaker, the effect of this
proposal is to prevent the addition of
dependents after an alien who is oth-
erwise qualified for benefits leaves the
country. It does not, of course, take
away the benefits from such an alien,
but it does prevent him from accruing
beneficiaries who might go on mdefi•
nitely and never have been in the
United States at all or had any rela-
tionship with him or her during the
period of time when they were accru-
ing benefits in this country.

Mr. DAUB. Mr. Speaker, wiil the
gentleman yield?

Mr. CONABLE. I yield to the gentle•
man from Nebraska.

Mr. DAUB. Mr. Speaker, I want to
thank the gentleman very much be-
cause I believe the conference commit-
tee has done a great service and has
said to Americans that we are not only
going to raise some taxes, but we are
going to clear up one of the very
major and glaring problems in the cur
rent law. A hard currency transfer of
workers' dollars out of that trust fund,
particularly to the dependent of a
nonresident alien who might have
been here, for example, as a student,
has now been eliminated by this
action. I commend the gentleman and
I want to thank him very much for
this improvement.

Mr. CONABLE. I know my friend
has had a very creative role and sig-
nificant role in this area, and I want to
assure him that this does not necessar-
ily constitute the final action.

Mr. DAUB. Indeed.
Mr. CONABLE. But it is something

that the conference committee could
agree on, and it appeared to be a rea-
sonable way to address what in the
view of many people has become a se-
rious abuse. We will continue to follow
up on this.

Mr. - PEASE. Mr. Speaker, will the
gentleman yield?

It 1Th3
Mr. CONABLE. I yield to the gentle-

man from Ohio.
Mr. PEASE. I thank the gentleman

for yielding, and I commend him and
the other conferees for that section of
the conference report.

As the gentleman will remember, the
gentleman from Minnesota (Mr. FREN-
zEL) and I attempted to get such an
amendment in in the Ways and Means
Committee.

Mr. CONABLE. Correct.
Mr. PEASE. Our amendment was

imperfect. It was not adopted by the
committee. I am happy that the
Senate and the conference committee
have been able to work out good lan•
guage.

Mr. CONABLE. I appreciate the gen-
tleman's help on this matter, too.

Mr. DAUB. Mr. Speaker, will the
genUeman yield further?

Mr. CONABLE. I yield to the gentle-
man from Nebraska.

Mr. DAUB. I thank the gentleman
for yielding, and I would say that I
think that, of au of the possibilities,
this dependent limitation is the major
structure reform, and indeed a great
deal of progress has been made, and I
think every Member of this body does
appreciate it.

Mr. CONABLE. It is a good addition.
It addresses one of the leading com-
plaints that many of my colleagues
and many of our fellow citizens have
lodged against social security and its
relationship to aliens.

The conference agreement also
eliminates old age and survivor lnsur•
ance benefits for felons during their
period of Incarceration. Benefits for
dependents and survivors of these pris-
oners would not be affected, but felons
would not receive their benefits during
the period of incarceration. Of course,
after they leave, if they are entitled to
the benefits, they will resume them.
In 1980 similar legislation was enacted
which applied to disability insurance
benefits. This agreement thus provides
that OISI and DI benefits for incar-
cerated felons would be treated identi-
caily, and I believe that you will find
that many of your constitutents have
been concerned about this particular
provision also. It is in fact, in my view,
a strengthening of the bill that this
was included in the conference.

Mr. FISH. Mr. Speaker, wiil the gen-
tleman yield?

Mr. CONABLE. I yield to the gentle-
man from New York.

Mr. FISH. Mr. Speaker, I want to
commend the gentleman. As he knows,
the matter he is discussing is of great
concern to our constituents.

If I could return to the first matter
the gentleman discussed having to do
with aliens, as I recail, there were two
sets of provisions having to do with
social security and aliens, and one of
them was the Nichols amendment that
would prohibit an individual who is an
undocumented alien from receiving
any social security benefits if that
person paid into the system while in

March 24, 198J'
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an undocumented status. Could the
gentleman tell us what disposition the
conference made?

Mr. CONABLE. Yes; that was con-
sidered, of course, in the conference
committee, and there was considerable
resistance on the part of the adminis-
tration to that proposal only because
of fear that it would be extremely dil-
ficult to administer.

We are going to have to deal with
the problem of Illegal aliens, and per-
haps in connection with that we can
do something further, but that ilrovl-
sion was dropped out of the bill pri-
marily for administrative reasons, con-
cern that the Social Security Adm4ni-
tration would not be able to handle
the administrative problems that such
a proposal would bring up.

0 1100
Mr. FISH. If the gentleman would

yield further, I think the Senate
amendment is absolutely appalling
and I am delighted with the confer-
ence result. But I do think it under-
scores the necessity for this House to
act in this session of Congress on the
Smipson-Maoli Immigration Reform
and Control Act.

I thank the gentleman very much.
Mr. CONABLE. I thank my friend

for his comments.
Mr. Speaker, although the House

bill provided some needed Improve-
ments in the treatment of women
under the system, and those were the
Improvements that were included in
the original Rouse bill, they were not
changed.

Mr. Speaker, rather than take any
further time of the House, I under-
stand the papers are now present and
I would like to yield back the remain-
der of my 1 mInute, whatever is
unused.

The SPEAKER pro tempore. The
gentleman has consumed 50 seconds.
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Mr. ROSTENKOWSKI. Mr. Speak-
er, pursuant to the order of the House
of March 23, 1983, I call up the confer-
ence report on the bill (H.R. 1900) to
assure the solvency of the social secu-
rity trust funds, to reform the medi-
care reimbursement of hospitals, to
extend the Federal supplemental com-
pensation program, and for other pur-
poses.

The Clerk read the title of the bill.
The SPEAKER pro tempore. Pursu-

ant th the order of the House of
March 23, 1983, the conference report
is considered as havfng been read.

The gentleman from fliinois (Mr.
RosmNxowsKI) will be recognized for
30 minutes, and the gentleman from
New York (Mr. CoNP) will be recog-
nized for 30 minutes.

The Chair recognizes the gentleman
from Illinois (Mr. RosTKNKowsic).

Mr. ROSTENKOWSKI. Mr. Speak-
er, I yield inys1f such time as I may
Consume.

GEN1AL LEAVE

Mr. ROSTENKOWSKI. Mr. Speak-
er, before proceeding to explanation of
the conference report, I ask unani-
mous consent that all Members may
have 5 legislative days in which to
revise and extend their remarks on the
conference report currently under con-
sidertion.

The SPEAKER pro tempor. Is
there objection to the request of the
gentleman from Illinois?

There was no objection.
Mr. ROSTENKOWSKI. Mr. Speak-

er, I bring to the floor perhaps the
most important piece of legislation
this Congress will address—the confer-
ence report on social security.

Social security, like no other nation-
al issue, binds us all. It is a contract
between Government and the
Nation—and between one generation
and another.

No issue that we face has such broad
economic and social implications. No
issue carries such political power.

This is not the first time Congress
has confronted a crisis in social secu-
rity financing. This is not the first
time that we have learned that the
solvency of the social security system
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hangs on the health and growth of the
Amerfcan economy—and that our as-
sumptions are often guided more by
hope than reality.

The conference agreement that has
been shaped, first by the Greenspan
Commission and then on the floors of
both houses, Is strongly anchored to
reality. It is a cautious, fair plan that
raises enough revenue to ease the
system through the decade—and also
closes the enormous deficit built up in
the next century.

The agreement reflects not only the
spirit of the House-passed bill (H.R.
1900) but the letter as well.

The major differences entering the
conference centered around the long-
term formula, the "fail safe" mecha-
nism In the short term and coverage of
new Federal workers. House conferees,
stiffened by the courageous choices
made right here 2 weeks ago, demand-
ed and won the Pickle proposal to
raise the retirement age from 65 to 67
over the first quarter of the next cen-
tury—instead of the Senate plan to si-
multaneously raise the retirement age
and cut benefits.

House conferees rejected a Senate
"fail safe" provision that would
demand cuts In cost-of-living adjust-
ments to pay for any falllng off of rev-
enue through the end of the decade.

The conferees alsb rejected a Senate
amendment to delay the effective date
of coverage of new Federal employees
until a supplementary pension plan Is
designed.

There remains no doubt that the
Congress will design a formula that
permits newly hired employees to be
covered by such a supplemental retire-
ment program. The conference agree-
metit covers all new Federal workers,
beginning January 1, 1984.

In addition, the conference agree-
ment covers members of Congress, ad.
ministration officials (including the
President), sitting Federal judges and
most nonprofit employees, as of Janu-
ary 1, 1984.

It delays the cost-of-living adjust-
ment (COLA) from June 1983 to De-
cember 1983.

It stabilizes the COLA by pegging
payments to the lower of wages or
prices, beginning In 1985, but only if
reserves are below 15 percent. This re-
serve trigger Increases to 20 percent in
1989. A "catch up" in benefits is aiso
established. Under moderate economic
assumptions, it is unlikely that the
stabilizer will take effect.

It phases down over 5 years the pri-
vate pension offset against social secu-
rity benefits from the current 90 per-
cent of the first benefit formula brack-
et, to 40 percent, beginning in 1986—
permitting no more than one-half of
the amount of the private pension to
be offset. All current employees newly
covered by the bill are exempted from
this offset formula change.

It Increases the annual delayed re-
tirement credit from 3 to 8 percent be-
tween 1990 and 2010.
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It subjects to taxation up to one-half

of benefits on Incomes exceeding
$25,000 for singles and $32,000 for cou-
ples.

It advances FICA tax increases in
1984 and 1988 while providing an indi-
vidual income tax credit offset for
1984.

It changes the offsetting income tax
credit against the self-employed FICA
tax to 2.7 percent in 1984, 2.3 percent
in 1985, and 2 percent from 1986 to
1989.

It liberalizes the earnings test by re-
ducing benefits $1 for every $3, rather
than the present $2 of outside earn-
ings beginning In 1990.

It tightens restrictions on proliferat-
ing income deferral plans that protect
compensation from FICA taxes.

It permits benefits to widows or wid-
owers In the month when a spouse
dies.

It permits interfund borrowing with
special provisions to protect the integ-
rity of the hospital insurance fund.

It advances to the first of each
month the Treasury Department's
payment of estimated revenues to the
social security trust funds.

It increases the Federal supplemen-
tal security income (SSI) benefit by
$20 for Individuais and $30 for couples,
and delays the cost-of-living adjust-
ment for 6 months, both changes ef-
fective July 1, 1983.

It extends by 6 months Federal sup-
plemental compensation (FSC) which
will provide 8 to 14 weeks of benefits
for workers who have exhausted all
other State and Federal benefits. Indi-
viduals who have already run out of
their original FSC benefits are now
ellgible for between 6 and 10 more
weeks of compensation.

It provides Federal tax and interest
relief for States whose unemployment
trust funds have had to borrow from
the Federal Government, but only if
substantial steps have been taken to
bolster the solvency of their systems.

It phases in a prospective payment
system for medicare over 3 years (as
proposed by the Senate), and adjusts
for regional differences (as proposed
by the House).

The passage of this bill through
Congress over the last 2 months Is as
remarkable as it is monumental. In
the face of crisis we have shown that
we can rise above partisan differences;
that we can withstand enormous pres-
sure from special interest; that we can
raise the level of national confidence
in Government.

We have reason to be very proud of
ourselves tonight. Beyond these doors
we may never receive the recognition
we have earned. But we know that
when we must work together—we can.

It is in that spirit that I ask you to
support this conference report.

02310
Mr. CONABLE. Mr. Speaker, I yield

myself 12 mInutes.

March 24, 1988
(Mr. CONABLE asked and was given

permission to revise and extend his re-
marks.)

Mr. CONABLE. The distinguished
chairman ha done a good job of ex-
plaining the entire bill and I am going
to limit my further remarks on this
matter just to those issues that were
changed in the conference.

The report also adds some interest-
ing tax provisions and these were cov-
ered in part by the chairman; tax-
exempt income is Included In the base
for determing the taxability of social
security benefits, self-employment tax
credit was increased so that the credit
is in 1984, 2.7 percent, 1985, 2.3 per-
cent and in 1986, through 1989, 2 per-
cent.

Now that is a greater help to your
self-employed and your farmers than
what is included In the original House
bill. This self-employment tax credit
then which was somewhat controver-
sial when the bill origInally passed has
been improved over the House version,
if you wish to give a larger credit to
your self-employed and your farmers.
It was as much as the Senate version;
it was a compromise figure.

Effective in 1990 and thereafter the
credit would terminate and be re-
placed with a system designed to
achieve parity between employees and
the self-employed. The base of the
self-employment tax would be adjust-
ed downward to reflect the fact that
employees do not pay FICA tax on the
value of the employer's FICA tax. De-
duction would be allowed for Income
tax purpose for half of the self-em-
ployment tax liability in recognition
that employees do not pay Income tax
on the value of the employer's FICA
tax; and the effect of that, Mr. Speak-
er, is aiso to give a better deal to farm-
ers and self-employed after 1990 than
they got under the original House bill.

Deferred compensation under sec-
tion 457 of the Internal Revenue Code
wifi be subject to the FICA tax as will
certain forms of nonqualified deferred
compensation. But provisions with po-
tential Impact on cafeteria plans were
deleted so that their tax treatment Is
unchanged from existIng law. In other
words, if you had employers in re-
sponse to the Tax Act In 1978 adopted
cafeteria plans givIng a wide range of
options to their employees, they need
not fear anything that is in this provi-
sion.

We have not changed the law with
respect to them in ways that might
work against the desirability of cafete-
ria plans.

Finally the conference agreement
makes changes In the FUTA tax base
to conform with the changes In the
FICA tax base. In the medicare title
the House insisted upon and retained
the nine separate regional census divi-
sions used to phase In the new pros-
pective payment system. We accept
the other body's provision to move to
a national payment rate in 3 years.
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rather than the 4 years in the House
bill.

I think many people would consider
that an improvement. I will not say,
Mr Speaker, that this will save medi-
care, by itself; we know we will have to
be back here with further legislation
on medicare In the future. However,
this is an important step and a valua-
ble additional reform for the medicare
system.

The agreement also would allow the
use of State payment systems where
such systems meet certain require-
ments and where the State provides
assurance that its system will not
result in greater medicare expendi-
tures.

I know there were some particular
States concerned about that matter.

We agreed to the other body's tran-
sitional provision which would require
the Secretary to recognize the in-
creased payroll costs some hospitals
will Incur as a result of being required
to enter into the social security
system.

This would be accomplished by ad-
justing medicare payment rates to re-
flect these additional costs, changes
adapted from the other body's bill re-
lating to the supplemental security
income would increase Federal benefit
standard by $20 per month for Individ-
uals and $30 per month for couples
and would delay the 881 COLA until
January of 1984. The new stabilizer
and incidentally this is a very hnpor-
tant provision, which would pay the
lower of increases In wages or prices
applicable to OASDI increases begin-
ning in 1985, would not apply to SSI.

Let me mention that stabilizer with
some particularity. Recall that some
of us thought this was one of the most
important elements In the House bill.
It was changed and expanded. The sta-
bilizer now is reduced to 15 percent.
You remember it triggered in the
lower of wages or prices in 1988, trig-
gered in 1988 whenever the fund got
below 20 percent of the expected
annual demand. We redueed that to 15
percent of the expected annual
demand for the period ot time from
1985 through 1988. Thereafter it will
resume the 20-percent trigger. But in
my view this adds to the stability of
the system during a period of time
when we all knew there might be some
possible shortage in the fun&

it should not have the effect of re-
ducing benefits, however, because we
expect during that period of time that
wages will be Involved in some catch
up, with the cost-of-livlng bulge that
occurred during the 1970's.

Now, in unemployment compensa-
tion the report provides 8 to 14 weeks
of basic FSC benefit.s but it follows the
other body's distribution pattern, pro
vides 6 to 10 weeks of additional FSC
benefits to persons who exhausted
their current FSC entitlement and
allows States to establish voluntary
health insurance programs for unem-
ployed persons by having claimants
contribute part of their unemploy-
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ment compensation benefits to pay
premium costs if the State elects to do
so. That is just an additional option to
help people maintain their health in-
surance if they are unemployed.

It also adds provisions for: First, an
FUTA cap relief and interest payment
relief to States with unemployment
compensation loans; second, allowing
FSC claimants to continue receiving
benefits 11 they are enrolled in a full-
time training program, something
they cannot now do; third, changing
the basis for computation of certain
FUTA credit reductions from taxable
wages to all wages; and fourth, deny-
ing the Federal payment of State ad-
ministrative costs and disqualifying a
State's UC program if it did not make
a timely payment of interest due on
tIC loans. These departures from the
House bill do not, I believe, weaken
the legislation in any vital way. In
many instances, they improve it,

The report thus includes what all
conferences are. expected to produce: a
set of compromises. Among them are
two elements which I believe are of
monumental Importance, considering
the history and politics of social secu-
rity.

First, the report brings Federal civil-
ian employees, hired after this year,
under social security protection. This
was an Important provision of the
House bifi, but It underwent radical
surgery In the other body. Fortunate-
ly, there were enough stalwart manag-
ers on the part of the House to hold
firm,
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If they had willed it under pressure,

the legislation would have suffered
considerable damage.

Federal workers unfortunately have
not recognized the fact that social se-
curity, because of Its broadçr disabil-
ity, survivor, and dependents benefits,
offers them better overall protection.

Second, the report establishes a new
social contract between Government
and workers In its provisions to close
the system's long-range deficit, In rec-
ognition of Increasing longevity, the
package follows the House lead in pro-
viding for a gradual increase in the
minimum age for maximum benefits
in the next century.

In short, workers would still be able
to retire at age 62 with benefits actu-
arially reduced, but only modestly so.

In summary, Mr. Speaker, the con-
ference report evolved only after virtu-
ally everyone associated with It gave
ground. I think we all rsUnuished
some long cherished objectives in this
process. It was painful, but the sacri-
fice was well worth the effort and the
result. This conference report may not
be a work of art. but it is artful work.
And I want to take my hat off to the
chairman once again for the work he
did, not only in this legislation, but In
the conference.

It will do what it was supposed to do.
It will save the Nation's basic social in-
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surance system from imminent disas-
ter.

Mr. SAWYER. Mr. Speaker, will the
gentleman yield?

Mr. CONABLE. I yield to the gentle-
man from Michigan.

Mr. SAWYER. I thank the gentle-
man for yielding.

I would just like to address one ques-
tion, as to whether or not payments in
retirement other than for life be sub-
ject to social security withholding.

Law firms, accounting firms are not
big enough In their retirement plans
to really underwrite for life. And so
they historically or uniformly under-
write for 10, 20 years, or so on payout.

Just a simple question. Even though
law firms and certified public account-
ant firms may have retirement pay-
outs of 10 or 20 years certain, they do
not undertake life payouts. Because of
that these payouts are subject to
FICA deduction. Have we addressed
that at all in this conference report?

Mr. CONABLE. We did not change
the provisions in the House bill which
dealt with that Issue and for some pur-
poses deferred compensation In the
FICA tax base, but we did, because of
confusion we feared would otherwise
result, eliminate the provisions relat-
ing to cafeteria plans, a special type of
deferred compensation, which could
result In the special type of deferred
compensation.

Mr. ROSTENXOWSKL Mr. Speak-
er, I yield myself such time as I may
consume.

Mr. Speaker, several years ago when
I assumed the chairmanship of the
Ways and Means Committee by the
vote of my colleagues, I had the dilem-
ma of requesting that a gentleman
take charge of the Subcommittee on
Social Security, which at the time, was
a very sensitive area in which we were
going to try to govern.

I must admit that I had for a long
period of time twisted the arm of the
gentleman from Texas and I knew
that when he had assumed the chair-
manship that it was in capable hands.

I never realized how aggressive and
how persistent an individual trying to
do what is best for the social security
recipient could be.

JAKE PICKLE, who we oil know is
probably associated more w h social
security than any other piece of legis-
lation, has done, In my opinion, one of
the most outstanding jobs as a sub-
committee chairman on Ways and
Means that any chairman has ever
done In the history of our committee.

I want to say to know him is to rec-
ognize the qualities of a calm individu-
al, an Individual who is totally unemo-
tional, who is placid about everything
that he does, who is reserved in every
opinion that he has, and is unflappa-
ble in his character. JAKE PICKLE, I
do not know what I am going to do for
the next 6 months. I will not have a
telephone call every morning, every
evening, every weekend. I am just
going to be lost.
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I ask my colleagues to join with me
in an expression of appreciation to a
man, I think along side of CLAUDE
PEPPER, who has done more for the
senior citizens and for the young
people of our country than any Indi-
vidual in the House of Representa-
tives.

Mr. Speaker, I yield 15 seconds to
the gentleman from Texas, Mr. JAKE
PIclu.E, for remarks.

Mr. CONABLE. Mr. Speaker, will
the gentleman yield?

Mr. PICKLE. I yield to the gentle-
man from New York.

Mr. CONABLE. I thank the gentle-
man for yielding.

I do not want to use the gentleman's
full 15 seconds.

The gentleman is always saying
"That dog won't hunt." I think this
bill is not a dog and it will hunt. And I
think it is largely due to the gentle-
man. To know him Is to love him,
friends.

Mr. PICKLE. Mr. Speaker, I hasten
to thank my friend Chairman Ros-
owsiu and my friend Mr. CONABLE.

This has been a long, difficult task
for all of us and no one person can
take credit for this moment. I think
this is the House's finest moment. It
shows that we can make structural
changes in a program even as vital as
social security, the most important of
all our national domestic programs. A
lot of us can take credit.

We hope we have done the right
thing. We believe and pray that we
have. We have given assurance, I be-
lieve, to Americans that tonight
throughout this land they can feel
that social security Is secure for as far
as we can humanly and legislatively
guarantee it.

I take this moment though to thank
first the commission for having
brought us this package. If we had not
had the President's Commission, we
could not have put together this type
of legislative program.

I thank my chairman, DAz RosmN-
KOW5KI, who has been steadfast and
fair and Impartial and who has held
this conference in a masterful manner.

I thank the leadership, the Speaker,
whose speech a week ago, in support
of Senator PEPPER's measure, was mag-
nificent and gave us a feeling again
that we were approaching this in a bi-
partisan manner.

And I thank the majority leader and
the minority leader for their support.
I thank my subcommittee and the
Members of the full Ways and Means
Committee for thefr strong support
and guidance.

And if I may, Mr. Speaker, I would
like to add one other group, and those
of us who have been chairmen or sub-
committee chairmen know how much
we owe to our staffs. My subcommittee
staff and the Ways and Means Com-
mittee staff have performed in a most
professional manner. Our country
owes them a great debt of thanks be-
cause we cannot know how much they
have given.
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So I salute you.
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Now, Mr. Speaker, I conclude by

saying that I think perhaps the most
important part of this package is that
we have made a structural change by
raising the age gradually in the future
to 66 and 67, 25 and 40 years down the
road. I think America has accepted it.

Tonight we have come of age, and I
think we can assure the solvency of
this system.

I would like to believe then, Mr.
Speaker, that all of us together, s
Daniel Webster says to us on the
plaque high above our heads, that "we
have done something in our time
worthy to be remembered"

The conference report we bring to
you today represents a good, solid
compromise that will give assurance to
the American people the Congress has
acted responsibly on social security.

We retain the long-term provisions
of the House bill—which offer the best
assurance to America that Congress
can make structural changes when
they are needed in our Important
social programs. I will note that al-
though he proposed a different solu-
tion on the House floor, our dear
friend and esteemed colleague, the
gentleman from Florida (Mr. PPp)
has told me of the options available in
the conference, he preferred the
House version. I thank him again for
his statemanship, his friendship and
his concern for our elderly and for this
program.

In this conference, we also provide
backup procedures for the near term
to give the best assurance we can that
the Congress will not have to face
social security financing again any-
time soon.

We have addressed a multitude of
issues in a fair and balanced manner.

And at the same time we have pre-
served intact the basic structure and
purpose of the social security pro-
gram. As confidence has dwindled In
the program in recent years, many in-
dividuals and groups have come for
ward to say that social security no
longer works. That Is true only if the
Congress does not act, and the Con-
gress has proved in this bill that it can
act. Social security is and will remain
secure because Congress always wifi
stand ready to deal with whatever
problems may come its way.

The bill fundamentally is a financ-
ing bill. That is always the toughest.
But I am immensely proud of the re•
sponse of the Congress to this chal-
lenge. We have addressed this issue
without rancor and with serious con-
sideration and in a healthy, bipartisan
manner. Mr. Speaker, we cannot over-
estimate the importance of having
kept this program as free of partisan-
ship as humanly possible. All of Amer-
ica can feel good tonight that this bill
is neither a Democratic or a Repuibli-
can bill but is a straightforward ap-
proach to our most important national
domestic program.
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Now, I will touch on some of the

major provisions in the bill.
Basically the bill follows the agree-

ment first laid out by the National
Commission on Social Security.

It extends coverage to new Federal
hires and to nonprofit employees as of
January 1, 1984. ThIs has been one of
the most hotly contested and impor-
tant parts of this package. Some Fed-
eral employees may feel that they
have been hard hit or done in by this
change. I say to them again that they
have not. This change will be benefi-
cial for the Federal Government and
for its employees, present and future.
The Federal retirement system wIll be
the sounder for it, and the Federal em
ployee will be more secure. Extension
of coverage to nonprofits means that
many of our workers who can benefit
the most from social security coverage
will now be covered. This, too, is a
good step forward.

The conference agreement also ends
the ability of State or local govern-
ments to opt out of social security and
establishes a revised formula so that
employees who derive a so-called wind-
fall by having only a part of their
earnings under social security will re-
ceive a benefit that Is more in accord-
ance with that of someone at their
same overall wage level.

The conference agreement contains
a one time delay of the cost-of-living
increase from June to December 1983,
which. will have important savings
both in the short and long term.

The agreement for the first time
provides for the inclusion of social se-
curity benefits in the taxable income
of individuals with substantial outside
income, whether that income Is tax-
able or not. It makes changes in the
tax rates but provides for credits to
offset some of the impact of these
taxes.

The agreement includes two incen-
tives long sought by various individ-
uals and groups who want to encour-
age individuals to work longer. In par-
ticular, beginning in 1990 it contains
an Increase in the delayed retirement
credit to 8 percent and it liberalizes
the earnings test so that instead of
offsetting $1 of benefits for every $2
earned, it offsets $1 for every $3
earned.

And, the bill contains key provisions
to insure benefit payments. It provides
a new accounting procedure so that
the reserves in the funds will be high-
est at the first of each month, when
benefits must be paid. It provides for
continued interfund borrowing—but
with important safeguards to protect
lending funds. It provides for a report
and recommendations to the Congress
for action in case all the other proce-
dures prove inadequate. And it pro-
vides for a permanent stabilizer, which
will protect the funds during times of
high Inflation and low wage growth
such as we have recently experienced.
This stabilizer would stipulate that
the COLA would be increased by the
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lower of the Increase In wages or
prices If trust fund ratios were 15 per-
cent and declining beginning In 1985,
and 20 percent and declining begin-
ning In 1989.

Finally, the bill raises the age from
65 to 66 between 2000 and 2009 and
from 68 to 67 between 2017 and 2027.

This clearly is the most important
and far reaching provision in the bill. I
would like to point out that this criti-
cal change, which is inevitable given
the increases in longevity, does not
reduce benefits for any except those
who retire early. If they wait, they,
too, will receive no reduction. It does
not reduce benefits for the disabled
and the young survivors, the weakest
links in our social security population,
as would occur under a formula reduc-
tion. It is in keeping with our best
knowledge about what we can expect
in the future. The long-term social se-
curity problem s not an economic
problem and not a problem with the
basic system. It is a demographic prob
lem, needing a demographic solution,

This change, however, is paced so
that only the first step, to raise the
age to 66, which was Included in both
the House and Senate bills, will affect
individuals currently In the work
force. The second step, to raise the age
to 67 will affect virtually no one cur-
rently established In the work force.
This differs strongly from the Senate
approach, which lumped the increase
in the age to 66 wIth simultaneous
benefit cuts and would have severely
and radically reduced benefits for indi-
viduals already working as well as re
duced benefits for the disabled and
the young survivor.

Many have expressed concerns about
the effect of the retirement age
change on those who must retire
early. Let me first point out that bene-
fit reductions, formula reductions,
reduce the benefits of early retirees.
In fact there is very little difference in
benefit amounts between the effect of
increasing the age 1 year or reducing
benefits by 5 percent overall as far as
the early retiree is concerned. The dif-
ference, however, is that by focusing
on the age we also Include a serious
study to determine what we should do
to provide adequate benefits and pro-
tection to those who must retire early
by reason of health or occuption.

Mr. Speaker, the President's Corn-
mission put together a package of
items that individually were unaccep-
table but together were acceptable be
cause they provided new financial
foundation for the social security pro-
gram. Likewise, this Congress has put
together a package many parts of
which are unacceptable to individual
Members, but as a package it is accept-
able.

Mr. Speaker, tonight is an historic
moment for Congress. A legislative
miracle has taken place.

Mr. DAUB. Mr. Speaker, I support
the social security compromise to
rescue the social security system from
its financial difficulties. This legisla-
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tion is truly a compromise, and is truly
bipartisan. I commend the members of
the National Commission on Social se-
curity Reform for their direction, and
the members of the Ways and Means
Committee and the Senate Finance
Committee for their efforth regarding
this legislation. It reaffirms our com-
mitment to our most precious assets—V-
our senior citizens. As a member of the
House Select Committee on Aging, I
have been particularly concerned
about the social security situation
since I came to Congress in 1981.

Despite the interfund borrowing
from the hospital insurance trust fund
to fund monthly social security
checks, the system was projected to be
unable to fund monthly retirement
checks after June 1983. The National
Commission on Social Security
Reform projected that between $150
and $200 billion was needed to insure
financial solvency of the system
through the short-term (1983-89)
These figures made it clear that a so-
lutlon was urgently needed.

To rescue the social security system
from its crisis, It 1s necessary that sac-
rifice are made by all Americans. The
social security legislation before us
provides this equity. The bill is 'air,
well-balanced, and clearly the only re-
sponsible solution to rescue the social
security system. The bill does Include
more taxes than I would like, and I
voted against the amendment in the
House to thcrease taxes even more. In
the final analysis, however, this is
clearly the only choice to save our
social security system.

The bill would provide savings of ap-
roxniate1y $165 billion in the short
term. Th wili be adequate to cover
the projected deficits during that
timeframe.

The legislation contains same prov-
sions particularly constructive for the
social security system. Members of
Congress, the Vice President, and the
President will be Included in the social
security ytem. This Is a measure that
I have supported In the 97th and 98th
Congresses. It will insure that legisla-
tors are riot immune from the changes
they recommend for such an impor-
tant program.

The delayed retirement credit will
be increased gradually from 3 to 8 per-
cent in 1990. This will increase the im-
portant incentive for ndiv1dua1s to
work beyond the normal retirement
age. Studies reveal that older Anierl-
cans who keep active by working have
fewer health and other problems and
are far less likely to need any other
form of Government assistance.

Another Important component of
the bill would remove social security
from the unified budget. This measure
would allow the social security system
to stay clear of the political maneuver-
mg the Federal budget undergoes
every year. It would provide for the
special handling the social security
system deserves.

The self-employed will be taxed at
the full employer/employee tax rate,
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but these increased taxes will be offset
by tax credits. I support the agree-
ment by the conference committee
that the tax credit rates would be
greater than those included in the
House-passed social security bill.

Another provision would transfer all
money for uncashed social security
checks back to the social security trust
funds from the General Treasury.
This money clearly belongs to the
social security system, and it is obvious
that the time is right to correct the
situation that allows this money to
remain in the Treasury.

Other major provisions included in
the bill are:

Postponement of this year's cost-of-
living increase until next January 1,
then providing for such Increases each
January thereafter;

Include all employees of nonprofit
organizations and bar State and local
government units from terminating
social security coverage of their em-
ployees;

Tax half the social security benefits
of higher income recipients;

Increase social security payroll taxes
by speeding up already scheduled tax
increases; and

Include newly hired Federal workers
in the social security system.

The social security legislation that
we are considering today also provides
measures to insure solvency of the
system in the long term. The aging of
our population is providing additional
problems for the social security
system. Fewer deaths and fewer births
mean that there will be fewer taxpay-
ers supporting an ever increasi*
number of beneficiaries in the years to
come.

support the phasing in of an in-
creased retirement age in the next
century to help alleviate the long term
problem. Since the enactment of the
socia' security system in 1935, life ex-
pectancy has increased greatly. There-
fore, I believe an increased retirement
age Is the most equitable solution for
the long term. It is Important to note,
however, that benefits would still be
provided for those who wish or need to
retire at age 62, with a greater reduc-
tion from full benefits than currently
exists.

One extremely important portion of
the social security legislation that is
not getting the attention it deserves is
the prospective payment plan for
medicare. The Congressional Budget
Office projects that the balance of the
hospital insurance trust fund, from
which medicare expenditures are paid,
will be exhausted by 1987. By 1995, a
deficit of $402 billion is expected in
the trust fund at current expenditure
levels. Clearly, it is crucial that re-
forms to our medicare system be un-
dertaken.

Since medicare Is a cost-based reim-
bursement system an important part
of the problem is a result of the distor-
tion of incentives under the prevailing
hospital reimbursement practice. Pa-
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tients, physicians, and hospitals have
little Incentive to control costs. Pa-
tients pay very little of their hospital
expenses directly. In addition, hospi-
tals are fully reimbursed under medi-
care for the costs they Incur.

The prospective reimbursement
system that has been Included in this
bifi would provide incentives for pro-
viders to deliver services more effi-
ciently and control costs. In addition,
reimbursements for the same medicare
service, which often vary dramatically,
would be similar. It is important to
note that the set - payments to hospi-
tals for services will be payment in full
and not negotiable. Therefore, while
promoting efficiency in services, this
proposal would cause no increase in
costs to the patients.

Mr. Speaker, today is important be-
cause it gives the social security
system a clean slate—so to speak—
with regard to financial soundness.
Again, I commend the members of the
Ways and Means Committee and the
Senate Finance Committee for their
hard work in formulating this compro-
mise in a timely maimer. With passage
of this social security legislation, our
senior citizens can be assured of our
continued support and of their finan-
cial future. In addition, those who
have not retired yet can be assured
that the social security system which
they continue to pay into will provide
them benefits in the years to come.
• Mr. ROYBAL. Mr. Speaker, I rise in
support of the conference report be-
cause its passage is the only way to
Insure the full and prompt payment of
social security benefits to the 36 mil-
lion current beneficiaries who might
otherwise have their benefits Inter-
rupted or delayed within the next few
months.

I commend the leadership, the re-
sponsible members of the Ways and
Means Committee and the National
Commission on Social Security
Reform for their good efforts in bring-
ing passable legislation to the floor
within the tight timeframes required.
However, I must say that I, like many
others, am dissatisfied with many pro-
visions of the final conference report.

Of special concern are the provisions
passed by the other House which
could unduly damage our relationships
with other nations and may cause
severe hardships for some U.S. resi-
dents and U.S. citizens living abroad.

Less than 0.7 percent of all benefici-
aries and less than 0.6 percent of all
benefit payments are paid to nonciti-
zens outside the United States—yet
the provisions inserted by the other
body to reduce or prohibit payments
to citizens of about one-third of the
nations of the world will adversely
affect our relationship with countries
on all five populated continents. These
provisions put up unnecessary barriers
which could be used by other nations
to justify the imposition or continu-
ation or significant barriers to the free
and uninhibited export of U.S. goods,
services and technological expertise to

those countries. It can also be expect-
ed that some of the affected countries
will respond with even harsher treat-
ment of U.S. citizens receiving similar
benefits from those countries.

Social security legislation is simply
not the place to enact these major
changes in trade and Inunigration/nat-
uralization policy. The Congress will
be considering and, hopefully, passing
good legislation on both these issues in
this Congress. The provisions from the
other body set the wrong tone at the
beginning of these great debates. They
also establish errors in policy which
will have to be corrected by the subse-
quent legislation.

The specific provisions which cause
these problems are:

First, section 124 of the other body's
bill which, in effect, unilaterally re-
peals the Informal reciprocal under-
standings for the payment of social se-
curity benefits between the United
States and 44 countries including Aus-
tria, Belgium, Brazil, Canada. Costa
Rica, Denmark, El Salvador, Finland,
France, Mexico, Panama, the Philip-
pines, Poland, Portugal, Spain,
Sweden, Turkey and the United King-
dom.

Although, under the legislation, the
United States could still negotiate a
formalized reciprocity agreement with
these countries, there would be no
practical responsibility of negotiating
and implementing agreements with all
44 countries before the provision's ef-
fective date of January 1985. In the 5
years since the Social Security Admin-
istration was granted authority to con-
clude such agreements, only three
agreements—with Italy, Switzerland
and West Germany—have been imple-
mented.

In addition, the provision could per-
manently prevent any formal or infor-
mal reciprocity agreement with some
other friendly countries—like Austra-
lia—whose income maintenance pro-
grains are sufficiently different from
the U.S. system so that no form&ized
agreements could ever be authorized
or concluded under the statute.

Second, section 131 of the other
body's bill establishes section 6050F(c)
of the Internal Revenue Code which
could abrogate provisions in treaties of
friendship, commerce and navigation
(FCN) with eight countries and might,
in the view of several other countries,
violate tax treaties they have with the
United States.

This new mc section requires with-
holding of a nonrefundable income tax
of 15 percent of a nonresident alien's
social security benefits. Only the Eng-
lish, whose tax treaty with the United
States requires payment of full social
security benefits, would be exempted.
Since withholding does not apply to
U.S. citizens and since nomesident
aliens are required to pay U.S. income
taxes on social security benefits even
if their total income Is below the
income thresholds which trigger the
taxation of benefits for U.S. citizens,
other countries will object that the
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United States is breaking the equal
treatment traditions by which citizens
of both countries are treated as each
country treats its own citizens. Ger-
many, Greece, Ireland, Israel, Italy,
Japan, The Netherlands and Nicara-
gua may be particularly concerned
since they may consider that their 27-
year-old FCN treaty with the United
States protects them from such non-
"national treatment" of their citizens.

Third, an amendment by the Junior
Senator from Oklahoma reduces or
eliminates payments to legal residents
and U.S. citizens who are dependents
of affected noncitizens. It could also
lead to a discriminatory review of the
eligibility of millions of U.S. citizens
and law-abiding noncitizens who are
suspected of being ifiegal immigrants
to the United States.

Most of the people who would have
their benefits eliminated next January
are already aged, disabled or survivor
beneficiaries living in the United
States. All of them have worked in the
United States, paid social security
taxes and met the same social security
eligibility requirements that are the
prerequisites for receipt of any social
security benefit.

In the Senate debate, the amend-
ments sponsor stated that this provi-
sion would not apply to Illegal aliens
who may be given legal status through
a general amnesty provision in future
immigration legislation. However, the
amendment's legislative language spe-
cifically requires a noncitlzen to prove
he/she legally entered the United
States with permission to work. There-
fore, under the legislative provisions,
current legal status might not be
enough to permit full payments.

Inclusion of these provisions is un-
fortunate because: First, they will
harm our rela4ionshlps with substan-
tial numbers of our allies while achiev-
ing trivial savings for social security;
second, they may lead to similar re-
sponses by other countries toward U.S.
citizens; and third, they could be detri-
mental to our efforts to expand U.S.
exports.

Other provisions which concern me
include the provision to reduce or
eliminate the COLA after 1989 If the
trust funds' reserves are low. This" fail
safe" automatically puts the entire fi-
nancial burden for solving any future
problem on those beneficiaries who
are least likely to have the ability for
financial sacrifice.

Furthermore, the tax credits for the
self-employed are still inadequate and
the final formula for reducing "wind-
fall" benefits to civil service annu-
itants is still too severe.

We also need to move swiftly to pro-
vide current and future civil servants
and nonprofit employees with statu-
tory guarantees that they will not un-
fairly forfeit any rights to benefits
currently available to them.

In addition, the bill does not index
the income thresholds for the taxation
of benefits which, without indexing,
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will eventually affect a majority of the
elderly. Nor is there an increase in the
thresholds for married couples to 150
percent of the nd1v1dua1's threshold.

Finally, the bill still depends entirely
on benefit cuts early In the next cen-
tury to solve a problem which may or
may not become severe until the third
decade of the next century.

Mr. Speaker, I know that, once we
have solved the immediate crisis In
social security, we will have more time
to look at the finer details of this leg-
Islation and to correct some of these
problems.

As chairman of the Aging Commit-
tee, I assure my colleagues, the elderly
and the workers who are the future el-
derly, that the Aging Committee will
monitor the Impact of all legislation
affecting them. We will develop cre-
ative and reallstic proposals which will
maintain the viability of the social se-
curity system and other programs to
improve them so that they are fairer
to beneficiaries and taxpayers regard-
less of their race, creed, color, sex, or
ethnic background..
• Mr. BIAGOL Mr. Speaker, I rise in
support although still qualified, of
H.R. 1900 the Social Security Reform
Act of 1983. The conference report
before us Is essentially the same bill
we passed several weeks ago. It still
contains the same positive and nega-
tive features but now as before this
legislation is absolutely essential if we
are to keep the social security system
alive past July.

I regret the fact that the conferees
did not retain the Senate amendment
to delay for 1 year the mandatory cov-
erage under social security of all new
Federal and postal workers. That
would have been the far more equita-
ble route to travel on this issue and
one which I have urged. I maintain
that for the amount of revenue this
provision will produce—it is not worth
the cost to Federal and postal workers
not to mention the future of the civil
service retirement system.

The essence of this legislation is
that It will produce $168 billion in des-
perately needed new funds for social
security sufficient to carry it through
its immediate crisis and beyond. I
regret the fact that a large amount of
this Is financed in a way that could
produce hardship for people such as
the 6-month delay in the cost-of-living
increase for the 36 million on social se-
curity.

However we know this bill for what
it is—strong medicine to cure a desper-
ately iU patient. The alternative for
not acting Is very simple—but nothing
we want to be party to. Social security
could miss its first payroll in history
as early as July. A total of 36 million
elderly Americans could be deprived of
their social security checks and for 26
percent of them—this is 90 percent
and more of their income.

Whether we agree with all or just
parts of this bill Congress should be
commended for its expeditious consid-
eration of this legislation. We hope it
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proves to be the remedy which. will re-
store the system to some degree of
fiscal solvency. We should not assume
that this is all we have to do with re-
spect to reforms in the system. We
should maintain our commitment to
ridding the system of fraud and waste.
We should look to new revenue possi-
bilities for the system. However—the
most important thing we must do is
preserve the basic integrity of the
system for those millions of men and
women who faithfully contributed to
the system during their working years
with the expectation that they would
have a secure retirement income. To
jeopardize this is to break a covenant
between the American people and
their Government.

This legislation is a difficult proposi-
tion to accept. It has been since the
time its foundation was developed In
the National Commission on Social Se-
curity Reform. However the time has
come to simply accept our fate and
vote for this bill for the sake of the
biggest issue of all—saving the social
security system.•
• Mr. WYDEN. Mr. Speaker, most of
us here tonight understand that we
have a gun at our heads. If Congress
refuses to act, by the end of the
summer the retirement security of
millions of Americans will be in jeop-
ardy. We have a sword of Damocles
hanging over us, and the fear of its
dropping should we fail to pass a bill,
will be the impetus we need to get 218
or more votes tonight.

But I would like to caution my col-
leagues not to Imagine that we have
adopted a fallproof package that will
permit us to avoid revisiting this issue
for the next 75 years. We have not.

This is particularly true with regards
to the issue of the retirement age.

Both Iouses have voted to raise the
normal retirement age beyond 65. I op-
posed this move because I think it will
work a hardship on millions of older
Americans whose health makes it vir-
tually impossible to work, but who still
cannot qualify for disability. When
the retirement age Is raised these
older workers will simply fall between
the cracks.

Last week I proposed an amendment
to the package before us that would
partially compensate older workers In
poor health when the retirement age
is raised. Under my proposal, which
was developed with Senator BRADLEY
of New Jersey, workers between 62
and the increased retirement age could
receive a new retirement benefit if
they could demonstrate inability to
continue working In the occupation
they had held during the previous 10-
year period. The actuaries at the
Social Security Administration esti
mated that the cost of this provision
would not exceed 0.04 percent of pay-
roll.

Unfortunately, neither the House
nor the Senate agreed to this proposal
and it is not before us tonight. In-
stead, both the House and the Senate
voted to undertake a study to look at
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the implications or raising the retire-
ment age.

Mr. Speaker, a study is fine, but I be-
lieve we need more. Millions of• older
workers whose health is too poor to
keep working, but not poor enough to
be disabled, should not have their
benefits cut simply because of their
health.

It Is true that we have almost 20
years to recognize the health problems
facing some of our older workers and
to take action to insure that they can
retire with dignity.

But let us not wait that long to pro-
tect vulnerable older workers. Such
protection should be part of a social
security system that is fair, just, and
efficient and I urge my colleagues to
push for its inclusion at the earliest
possible opportunity..
• Mr. DICKS. Mr. Speaker, I want to
commend the conferees for their fine
work on this vital legislation, and to
comment on one of the Senate amend-
ments which corrects an unintended
double payment of the unreimburs-
able employers' share of FICA by the
regionalized medical school for the
States of Washington, Alaska, Mon-
tana, and Idaho.

The House and Senate bills and the
conference report extend social secu-
rity coverage on a mandatory basis to
all employees of nonprofit organiza-
tions. As a result, employees of such
organizations who are also employed
by a State university of a State which
has agreed to provide social security
coverage to its employees under sec-
tion 218 of the Social Security Act
would have been, without this amend-
ment, subject to urireimbursable
double payment of social security
taxes. Although present law prevents
such double taxation where the em-
ployers of the same individual are re-
lated corporations—section 3121(s) of
the code—or are instruments of politi-
cal subdivisions of the same State—
section 218(e)(2) of the Social Security
Act—there is no provision which would
prevent double taxation where one
employer is a nonprofit organization
and another employer is an instru-
ment of a State. Indeed, since exempt
organizations up to now could volun-
tarily decide whether or not to partici-
pate in social security, such a provi-
sion was not needed. By mandating
participation in social security, the bill
has eliminated the only mechanism t
avoid double taxation and created the
need to allow exempt organizations to
have equivalent relief to that available
through a single paymaster system.

The amendment is specifically de-
signed to prevent double taxation
where one employer is a State univer-
sity medical school and the other em-
ployer is a related nonprofit organiza-
tion which also employs faculty mem-
bers of such medical school. At least
30 percent or more of the organiza-
tion's employees must also be em-
ployed by such medical school.
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Under the amendment adopted in

the conference report, a State univer-
sity and nonprofit organization which
meet the stated requirements are con-
sidered to be related corporations
under section 3121(s) of the code. Fur-
thermore, solely for purposes of sec-
tions 3102, 3111, and 3121(a)(1) of the
code, a portion of the remuneration
actually paid by the nonprofit organ!-
zation from its own funds and on its
own paychecks will be deemed to have
been paid by the university. Such re-
muneration will not be subject to the
section 3102 deduction from the em-
ployee's wages or to the section 3111
employer tax since employment by a
State Is not subject to social security
taxation under sections 3101, 3102,
and 3111 of the code. Such employ-
ment Is subject to social security cov-
erage only pursuant to section 218 of
the Social Security Act and for the
purpose of that section, a university
meeting the requirements of this
amendment will not be deemed to
have paid any amounts actually paid
by the nonprofit organization. There-
fore, there Is no question that the
amendment does not affect the duty
of a State university to report wages
subject to social security or to pay or
make a return of social security contri-
butions.

The portion of remuneration paid by
the related nonprofit organization
which Is deemed paid by the university
is that portion which, when added to
the total amount of remuneration ac-
tually paid by the university during
the entire calendar year, exceeds the
social security wage and contribution
base. If the employee by the end of
the calendar year has been paid less
than the wage and contribution base
by the university, that part of the em-
ployee's remuneration from the non-
profit organization needed to bring hIs
entire compensation up to the wage
and benefit base will retain its charac-
ter as wages paid by the nonprofit or-
ganization and therefore will be sub-
ject to the social security tax. If the
employee by the end of the year has
been paid an amount equal to or great-
er than the wage and contribution
base by the university, then the entire
amount paid by the nonprofit orgarn-
zation will be considered as paid by
the university. Thus, where the em-
ployee's total wages from both the
university and the nonprofit organiza-
tion exceed the wage and contribution
base, it is intended that social security
contributions will be made in full on
the base amount but will not be paid
more than once. Similarly, where the
employee's total wages from both
sources do not exceed the base, social
security contributions will be made on
the full amount paid to the employee.

The determination of whether remu-
neration paid by the nonprofit organi-
zation, when added to remuneration
paid by the university during the cal-
endar year, exceeds the wage and con-
tribution base will be made through-
out the year as wages are paid to the
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employee. Any excess amounts deduct-
ed from an employee's wages by the
nonprofit organization would be recov-
ered by the employee under sections
31 and 6413(c) of the code. Any excess
amounts paid as an employer tax by
the organization will be treated as
amounts paid in error. Of course, the
organization will be deemed to have
sufficient knowledge of the error to be
able to correct it with respect to each
employee only when the organization
has sufficient knowledge to be able to
determine the total amount of the
excess paid for the entire taxable year.
Usually, the organization will have
such knowledge in whichever of the
following social security reporting pe-
riods occurs first during the year: The
period in which remuneration to date
paid by the university to the employee
reaches the wage and contribution
base, the period in which the employ-
ee permanently terminates employ-
ment, or the last reporting period for
the calendar year. Any overpayments
of the employer tax will be the subject
of a claim for refund or credit by the
nonprofit organization in the social se-
curity reporting period in which the
organization first has sufficient knowl-
edge of the error to correct it or in the
next subsequent reporting period.•
• Mr. iiiL of Hawaii. Mr. Speak-
er, the Social Security Act amend-
ments that we are considering today
have been developed at the expense of
everyone for the benefit of everyone.
We are calling upon the entire country
to make sacrifices to insure that a pro-
gram that is vital to the entire country
survives, not just in the short term,
but for years to come.

If we did not act today to address
the funding crisis that the system
faces, the social security trust fund
will have difficulty in meeting its obli-
gations as early as thIs July 1983.
Therefore, our first job as Members of
Congress in considering this social se-
curity reform legislation has been to
Insure that social security recipients
do not experience any interruption in
their benefit checks. We all represent
countless constituents who rely on this
program who must live from one
check to the next. Therefore, it is im-
perative that we act today to pass this
program.

The Social Security Act Amend-
ments of 1983 correct all three critical
problems facing this vital retirement
program. First, this legislation will
correct the immediate funding crisis
that would otherwise place July bene-
fit checks in jeopardy. Second, we are
correcting the short-term funding
crisis that is expected to cause the
trust fund to fall short of its benefit
payment needs by between $150 billion
and $200 billion by 1990. Finally, we
have taken the bold and necessary
step of addressing combined effects of
several recent years of low birth rates
and a high number of future retirees
when the "baby boom" generations of
the 1940's and 1950's begin reaching
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retirement age would again force the
system into funding difficulties.

I commend the National Commis-
sion, and I commend the Congress—in
particular my distinguished chairman,
Mr. PICKLE, with whom I had th
privilege of working as a member of
the Social Security Subcommittee—for
developing the comprehensive, biparti-
san package that we are voting on
today. I am sure that many of my col-
leagues feel, as I do, that this package
could be Improved, that certain provi-
sions are objectionable and that cer-
tain changes should be made. Howev-
er, such feelings are inevitable in a
process that requires compromise and
consensus to accomplish the critical
goal of rescuing our social security
system.

Despite such objections, however,
the provisions of this legislation have
been designed so that no one group in
this country is asked to make inordi-
nate sacrifices in order to Insure the
integrity of the trust fund, both in the
short and the long term. Instead, all
groups must sacrifice a little to accom-
plish this goal in as fair a manner as
possible.

Mr. Speaker, if for no other reason, I
support this legislation today because
the alternative is totally unacceptable.
We have come to what we all hope and
believe is the end of a long road. We
can now go home knowing that we
have faced up to one of the most Im-
portant, and most controversial issues
of our time and that the social secu-
rity system is secure for years to
come.•
• Mr. FISH. Mr. Speaker, this confer-
ence committee on social security de-
leted what I believe to be a very unfor-
tunate provision added in the other
body. That provision would have pro-
hibited an individual who is an undoc-
umented alien from receiving any
social security benefits If that person
paid into the social security system
while In undocumented status.

Such a provision is unfortunate be-
cause it amounts to scapegoating those
undocumented aliens who, although
they are in this country technically il-
legally, in fact have been contributors
to our economy and our society.

We are talking about individuals
who have worked in this country, who
answered the job lure which brought
them from their home countries. They
are here because of our failure to con-
trol our borders. We are penalizing
them when they have been doing what
any sensible person would do, come to
this country and answer the many
"help wanted' signs we have posted
for them.

The Senate amendment made abso-
lutely no allowance for any equities
built up through long residence and
commendabie contribution to our soci-
ety. Conceivably, an undocumented
alien could become a successful busi-
nessman in the United States, have a
number of American-born children,
and hence, American citizen children.
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He could be a respected pillar of soci-
ety. He could, in all probability, have
forgotten that he was. undocumented.
An1, he would, after 30 to 4G years of
paymg taxes m the United States, be
penalized upon his retirement.

I believe this is appalling.
The proper way to deal with the un-

documented, alien population is to pass
}LR. 1510, the ImniAgrtjon Reform
and Control Act of 1983, 5pOflored by
my good frtend and chairman of the
Immigration Subcommittee, COngress-
man MAZZOLL. That bill, by impos-
ing penalties on. empa1yei who know-V
ingly hire undocumeed aliens, would
end the job lure' which bring3 them to
this couxztry rt does not do our Natioi.
proud to have no effective control of
our borders, and then penallze those
wha have come and work for us.

This Senate amendment is perhaps
the first sign of something that ha.
worried me and many of those who
1)ave worked on the immigration
refrom bill. It we do nat achieve arational and balanced immigration
policy, such as that found in H.R.
1510, we will be mclined to take dra-
matic, and I believe Improper steps di-
rected against undocumented aliens. I
hope that I am wrong and this amend-ment is an isolated incidn-t. But,
whether It 1s or not; I do not want to
take any chances,. I want to see the
Immigration Reform and Control Act
of I98 signed into law.•

Mr. CONABLE. Mr. Speaker, I yield
back the' balance of my time.

Mr. ROSTENKOWSKL M Speak,
er, I mave the previous qestibn onthe confeence report

The previous questãon. was ordered.
MOTZON TG HECOMMrI OFFERED BY MB. DUNCAR

Mr. DUNCAN. Mr Speaker, I offer a
tuotion to recommit.

The SPEAKER pro tempore. Is the
gent1eman opposed to th& conferencereport?

Mr. DUNCAN. In its present form, Iam Mr. Speaker.
The SPEAKER pro tempore.. The

Clerk will report the motion to recom-
mit. -

The Clerk read as follows:
Mr. DuNc moves to recommit the cbn.

ference report on the biU HR.. 1900, to the
Committee of conference.

The SPEAKER pro ternpore. Witi-t
out objection, the previous question is
ordered on the motion to recommit.

There was no objection.
The SPEAKER pro tenipore.. The

Question is on. the motion to recommit.
The motion to recommit was reject-

ed.
The SPEAKER pro tenipore. The

question Is on the conference report.
The question was taken; and the

Speaker pro tempore announced that
the ayes appeared to have it.

REcORDED VOTE
Mr. DUNCAj. Mr. Speaker; I

deiiand a recorded vote.
A recorded vote' was ordered.
The vote was taken by electronic

device, and there were—ayes 243, noes
102. not voting 88. as follows:
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The Clerk announced the following
pairs:

On thl&vote
Mr. Berman fbr, with Mr. Murphy

against.
Mr., N1ChO1S for, with Mr Mdabbo

against.
Mr. Rahall for,, with Mr. Levine of Califor-nia against.
Mr. Chappell for, with Mr. Torrtcejljagainst.
Mr. Cooper for. with. Mr Lelaiid against.
M. Rancefor, witbMr Lantos against.
Mr Flippo for, with 1Ir. Porteragst
Mr. Burton of Callfornja for, with Mr.Denny Smith against.
Mr. Green for, with Mr. Young of Alaskaagainst.
Mr. Davis for; with Mr. Philip M. Craneagainst.
Mr. Pursell for, with Mr. Dannemeyer

against.
Mr. Lewis of Florida for, with Mr. Hortonagainst.
Mr. Livington for, with Mr; Franklinagainst.

So the corlierence report was agreedto.
The result of the vote was an-

nounced as recorded.
A motion to reconsider was laid onthe table.
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SOCIAL SECURITY ACT AMEND-
MENTS OF 1983—CONFERENCE
REPORT
Mr. BAKER. Mr. President, the

social security conference report is
here. I must tell Senators that I do
expect a record vote on this tonight. I
have been advised by more than one
Senator that there will be such a re-
quest and, of course, the request will
be honored.

I hope that the Senate can proceed
promptly to debate this issue and to
dispose of it. The adjournment resolu-
tion has been passed. It is now almost
12:10 a.m, I have no desire to cut off
Senators or to truncate their remarks
or statement of their position, but I do
sincerely hope that we shall finish
with this and be able to ak the Senate
to stand in adjournment.

Mr. BAKER. Mr. President, Isubmit
a report of the committee of confer-
ence on H.R. 1900 and ask for its mi-
mediate consideration.

The PRESIDING OFFICER. The
report will be stated.

The assistant legislative clerk read
as follows:

The committee of conference on the disa-
greeing votes of the two Houses on the
amendment of the Senate to the bill (}I.R.
1900) to assure the solvency of the Social
Security Trust Funds, to reform the medi-
care reimbursement of hospitals, to extend
the Federal supplemental compensation
program, and for other purposes having
met, after full and free conference, have
agreed to recommend and do recommend to
their respective ouses this report, sigijed
by a majority of the conferees.

The PRESIDING OFFICER. With-
out objection, the Senate will proceed
to the consideration of the conference
report.

(The conference report is printed in
the House proceedings of the RECORD
of today March 24, 1983.)

Mr. DOLE, Mr. President, I am
pleased that we are able to lay before
the Senate the conference report on
H.R. 1900, the Social Security Act
Amendments of 1983. The House and
Senate conferees have been at wo?k
full time on this agreement since the
Senate passed its version of this 1egs-
lation, and I believe we have worked
out a good agreement. For the benefit
of the Members I would just like to
outline some of the major features of
this package.
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Clearly the heart of this legislation
is the package of provisions designed
to assure the solvency of the social se
curity system over both the short term.
and the long term. As my colleagues
know, the basic features of both the
House and Senate bills reflected the
recommendations of the National
Commission on Social Security
Reform. However, there were some
significant differences, and their reso-
lution will be of interest to the Senate.

With regard to revenue provisions,
the conference agreement implements
the national Commission recommen
dations to tax social security benefits
for certain higher income persons, ac-
celerate payroll tax rate increases al-
ready scheduled by law between now
and 1990, and conform payroll tax
rates paid by the self employed to the
combined rates paid by employers and
employees. The conferees agreed to
the Senate provision to include inter-
est from tax-exempt bonds In the tax-
payer's Income base solely for pur-
poses of determining whether the tax
payers income exceeds the threshold
for taxing social security benefits. In
addition, the conferees agreed to a
compromise with regard to the payroll
tax credit provided for the selfem
ployed as a partial offset to the higher
rates that class of taxpayers will pay.
The compromise goes much further
than the House bill did in providing
relief for the self employed—the credit
will be 2.7 percent of self-employed
income in 1984, 2.3 percent in 1985,
and 2 percent in 1986 through 1989. In
1990 and thereafter, a combined de-
duction and wage base modification
will put the self-employed on the same
footingas employers from a combined
income tax aiid payroll tax standpoint.
That is a good result, and it should be
of greater benefit to the sell-employed
In the long run.

LONG-RANGE FINANCING

Mr. President, there were major dif-
ferences between the House and
Senate in dealing with the long-term
financing problem. While the confer-
ence agreement will not satisfy every
one, there was real give-and-take on
both sides. The conferees agreed to
raise the retirement age to 67 years as
in the House bill, rather than 66 as in
the Senate bill. And rejected the ac-
companying benefit adjustments in
the Senate bill. The House conferees
also could not agree to accept the fail-
safe mechanism that coud have re-
quired cost-of-living adjustments if
trust fund reserves fell below a certain
level. However, instead the conferees
would move up the stabilizer provision
from 1989 to 1985. As Members know,
this provision would provide cost-of-
living adjustments based on the lower
o wages or prices. Under the confer-
ence agreement this stabilizer would
be triggered by a 15percent reserve
ratio before 1988, and by a 2O-perceit
reserve ratio thereafter.

Finally, with regard to long-range f i-
nancing, the conferees agreed to
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modify the earnings limitation begin-
ning in 1990. The change is to reduce
benefits by a ratio of 1 to 3 against
other income, rather than the 1 to 2
ratio under present law. While this
does not do as much as we hoped to
eliminate disincentives for the elderly
to stay in the work force, it Is a signifi
cant change in that direction, and a
welcome one.

UNEMPLOYMENT COMPENSATION

The conferees agreed to extend the
Federal supplemental compensation
(FSC) program for 6 months (from
March 31, 1983 to September 30, 1983).
The program will provide additional
weeks -of benefits for current FSC re-
cipients as well as a redesigned basic
tier of benefits.

The conferees agreed to the Senate
proposals modifying the cap and inter-
est provisions in current law dealmg
with State borrowing. A new interest
deferral is authorized as well as a re-
duced interest rate which Is available
to States taking substantial legislative
action to restore the solvency of the
State UI programs. Several provisions
were adopted making changes in the
date Interest is paid and clarifying the
authority of the Federal Government
to collect the interest when due.

The conferees adopted provisions
dealmg with participation in training
programs by FSC recipients. Training
will be pernlitted unless the State
agency disapproves such training.

Additionally, for recipients of ex-
tended benefits and Federal supple-
mental compensation benefits, the
conferees agreed to a provision which
permits States to determine weekly
eligibility for such recipients who are
hospitalized or serving on jury duty. A
State would be required to treat these
individuals in accordance with their
own State unemployment compensa-
tion law.

MEDICARE PROSPECTIVE PAYMENT

Mr. President, finally I would like to
note that the conferees reached a good
agreement on a new prospective pay
ment system for medicare, Payment
rates would be developed for nine
census divisions, with a separate urban
and rural rate in each. Payments
would be fixed based on c'assification
by "diagnosis related group." This
system wouid be phased in over a 3-
year period. Capital expses of hospi
tals would be included in the prospec-
tive payment system be1nning Octo-
ber 1, 196, based on a return to equity
equi to that earned by the trust fund.
Psychiatric, rehabilitatkn, 1ong-tern,
and children's hospitals would be
exempted from prospective payment,
as wcud institutions in the territorie3.

Mr. President, all in all this is a good
pie of work that I hope our Mem-
bers will tccept. We have not, by any
means, achieved all we would have
liked to achieve—but we have achieved
a great deal, considering the urgency
and political sensitivity of the prob
lerns we faced. Those Members who
have a different view of how we ought
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to have proceeded have had an oppor-
tunity to make their views known and
they have made a valuable contribu-
tion to the debate even when other
views have prevailed. But now the
time for debate Is over, and the time
to complete action on this legislation
is here. The President is ready to sign
the bill—we should not keep him wait-
ing.

Mr. President, as my colleagues are
aware, the Senate in its version of the
social security financing bill agreed to
make coverage of Federal workers con-
tingent on the development of a sup-
plemental civil service retirement
system program. That decision was
made when the Senate adopted the
Long amendment by voice vote. As
members also know, the Senate voted
overwhelmingly to insure that Federal
workers would be covered under social
security.

Under the conference agreement,
Federal workers will come under social
security—that is, new hires—as of Jan-
uary 1, 1984. The requirement pro-
posed by Senator LONG that coverage
be made contingent on a supplemental
civil service program was rejected by
the House conferees, and the Senate
conferees voted to recede to the House
because of that objection. I would like
to assure my colleagues who supported
the Long amendment, however, that
every effort will be made to insure
that Federal workers are provided an
adequate supplemental retirement
system in connection with the require-
ment that new hires be brought into
the social security system. I am sure
the Senator from Alaska, Senator STE-
vENs,joJins me in this assurance. There
is not, and never has been, an inten-
tion to leave Federal workers with less
than adequate retirement coverage.
We will insure that Federal workers
are treated fairly and squarely as they
come into the social security system.

Mr. LONG. Mr. President, I cannot
support the conference committee
report on the social security bill be-
cause it will permit the transfer of
General Treasury funds to the social
security system.

I stated in October 1982, more than
3 months prior to issuance of the
Social Security Reform Commission's
recommendations, that I could not
support any legislation that financed
social security by merely increasing
the national debt.

The concept of social security, when
it was established under the Franklin
Roosevelt administration, was that it
should be a system wholly supported
by the contributions ofemployers and
employees. That has been the case up
until now.

This legislation calls for an infusion
to social security o $48 billion from
the General Treasury over the next 7
years. I consider this highly irresponsi-
ble and dangerous to the financial sta-
bility of our Nation.

Most of social security's financial
problems were caused by Congress ea-
gerness to liberalize benefits, relying
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on rosy assumptions to pay the cost,
coupled with the subsequent lack of
courage to either fund its commitment
with taxes, or to reduce future un-.
funded benefits when the optimistic
assumptions proved to be erroneous.

What Congress now has done is open
the floodgates to future massive infu-
sions of' General Treasury funds to
social security. The general fund will
soon be $2 trillion in the red, and it is
running up deficits at the rate of $200
billion each year.

Such a procedure can only lead to
needlessly high interest rates and
reckless inflation. In the long run it
will not save social security to under-
mine the faith of the people in the
money of their government.

We cannot long keep the social secu-
rity system afloat by bankrupting the
Federal Government which has the
burden of funding it.

There are other features which
make the remainder of the bill a fur-
ther travesty, but to go further.at this
time would merely confuse the issue.

I voted to report this bill out of com-
mittee with reservations, hoping that
it would be improved on the Senate
floor. My vote to send the bill to con-
ference was cast with the forlorn hope
that by some miracle the bill might fj
nally be drastically overhauled and re-
shaped. That has not happened and,
therefore, Mr. President, I refuse to
vote for fiscal Irresponsibility,

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The

Senator from Nebraska is recognized.
Mr. EXON. Mr. President, I should

like to ask my colleague from Louisi-
ana to yield for a question. listened
with great intent to the remarks from
my esteemed colleague from Louisi-
ana. When I came to the floor a few
moments ago, after essentially wasting
my time all day, I had hoped that
something would come out of the con-
ference that I could vote for.

Let me phrase my question mani-
fold. I voted for the social security
measure that came out of the U.S.
Senate not because I thought it was a
perfect piece of legislation but because
I felt that we had to do something
constructive to make sure that those
citizens of this Nation who rely on
social security would be assured that
their checks would keep coming.

Could the Senator from Louisiana
please explain to this Senator, since
he voted for the bill I assume that
there must have been some rather sig-
nificant change that took place during
the conference that has caused the
Senator from Louisiana to come back
and make the statement that he just
made. I would simply advise my col-
leagues that if my friend and col-
league from Louisiana, who I consider
most knowledgeable in these matters,
finds it impossible to support this con-
ference report, it is going to be most
difficult for the Senator from Nebras-
ka to go along with it.

Could the Senator from Louisiana
kindly advise me in some more detail
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than he did in his brief statement as
to what happened in the conference
report that evidently has caused the
Senator from Louisiana to change'his
mind about support for the measure
that passed out of this chamber with
an overwhelming vote not very long
ago?

Mr. LONG. Mr. President, to be ab-
solutely honest with the Senator, it
was not what happened in the confer-
ence that made the difference. One of
the conference decisions that does go
contrary to fiscal responsibility was
dropping out the fail-safe amendment
that we agreed to in the Senate. I am
frank to say to the Senator that I told
the Senate conferees that if to reach a
conference agreement they needed to
drop that provision, as far as I was
concerned they could go ahead and
drop it. I did not have any objection to
their dropping the provision in order
to get an agreement because I really
did not think I was going to be able to
vote for the conference report anyway.
That was not said for the record, but I
told that to the Senators in our own
discussions.

The reason I did that was because I
have had a chance to think about the
bill. When I voted to pass this bill in
the Senate and to send It to confer-
ence, I was hoping that I could yet
find a way to vote for it, that we might
shape it in such a fashion that I could.
I had grave doubts about voting for it
even though my colleague (Mr. Jom'-
STON) voted against it when it passed
the Senate. He consulted with me
before he did that and told me his
doubts about the bill, and I told him,
frankly, he was probably right and that
if I-were him I would probably vote
against it. Being one of the managers
of the bill and a prospective conferee
on the matter and hoping that some-
how we might yet shape it up to some-
thing I could vote for, I voted for the
bill to send it to conference just as I
voted in the committee to report the
bill, with reservations. It was an-
nounced in the committee I was voting
with reservations.

Mr. President, here is what is wrong
with the fail-safe provision In this bill.
Once you establish a precedent, as this
bill does, that you are going to make
up the social security shortfall by just
adding it to the Federal debt—once
you start doing business that way,
from that point forward suppose you
did have a situation that my fail-safe
amendment was aimed at, that you are
not going to have quite enough money
to pay the cost-of-living increase.
Then, without fail, every time that
would happen a Senator would rise on
this floor and say:

Wait a minute, there is no need that these
old people should have to settle for any-
thing less than the full cost-of-living in-
crease. All we have to do is to add the extra
to the national debt and go ahead and pay
it.
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Furthermore every time a Senator

wanted to pay an additional benefit
without a tax to pay for it—and in
years gone by I have been one of those
Senators, back in the times when they
had a surplus in the fund—he could
rise up on the floor and say, "Let's pay
grandma an extra $10 a month; she
needs the money," and offer the
amendment and sometimes have good
luck with it without any additional tax
paid into the fund.

Any time someone wants to do that
in the future, all he has to do Is follow
the precedent set by the House and
the Senate committees and by the
Presidential Commission, to simply
say that we pay for the amendment by
adding its cost to the national debt.

Just look at how the money is being
funded, appropriated for the short
run.

Here is a proposal that is in the bill
now, one that we voted for. We would
take the money that will be paid on an
annual basis out of appropriations to
take care of the increased amount that
servicemen would get because of their
service In the World War II. Instead of
handling that with an appropriation
year by year of about $300 million, we
just calcu1te how much that is going
to cost over the life of those soldiers
and transfer that amount to the trust
funds now. And so you see $22 bfflion
added to the fund In 1983. That money
is not going to be spent on those serv-
icemen over a period of 50 years. That
is going to be spent right now to take
care of the shortfall in the fund. That
is the big item the first year, in 1983.

But then you go on to 1984 and you
see these other items, for example pro-
viding general fund transfers in lieu of
a portion of the self-employment pay-
roll tax. They raise the self-employ-
ment tax, but do the people pay all
the higher tax? Oh, no. They give
them a credit against the General
Treasury for most of that amount.

They do not even say on the tax
return that they paid it and get it back
when they file the tax return. That is
all taken care of in the complexity in
the language, so they pay somewhat
more than they were paying before,
but you put a much larger amount in
the trust fund as though a higher
amount were paid. How much is that
good for? Well, in 1984 that is good for
$900 million out of the General Treas-
ury.

All right, then you provide general
fund transfers in lieu of a portion of
the employee tax. Well, the first year,
in 1984, that is good for $3.2 billion.
Then you provide an increase in gener-
al fund appropriation for Federal re-
tirement benefits to replace the
amounts that new Federal employees
will now pay in the' social security
system. In other words, you tell the
new Federal employee, "Pay your
money into the social security system
and we will appropriate an equal
amount out of the General Treasury
to make that up to the Federal em-
ployee retirement fund.'
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It starts out as $100. million, but it

rises eventually to $1.8 billion a year.
Here is an item: Transfer amounts

raised from taxing social security
benefits at the beginning of each quar-
ter, based on estimated accrued liabili-
ty in the upcoming quarter, rather
than when the money is actually re-
ceived from the taxpayer. That is good
for $800 million in 1985.

Then there is a big item: Estimate
social security payroll taxes for the
upcoming month and transfer that
amount to the trust fund at the begin-
ning of the month, rather than when
taxes are actually received. That is
good for $12.8 billion in 1984 and
lesser amounts thereafter.

Once you start doing business that
way, it is such an appealing way to do
it that even the Finance Committee,
which I believe to be the most conserv-
ative and fiscally responsible commit-
tee in the Senate, faced with a com-
plaint on the part of the self-employed
that their tax is being increased, said,
"Wait a minute. There's no reason to
raise the tax so much on the self-em-
ployed. Let's give them a tax credit."

Where is the money coming from for
that? Out of the General Treasury.

So we added several billion dollars of
general revenue funding in the Fi-
nance Committee. I did not vote for it.
I was not there at the moment. The
Finance Committee already engaged
in increasing the use of general funds
to do some goodies like relieving the
taxes the would otherwise be levied on
the self-employed—and that is in the
bill already.

We had Senators on the floor offer-
ing amendments, during the considera-
tion of the bill, to pay for something
by providing a tax credit. Where was
the tax credit going to come from?
From the General Treasury. There is
no real general fund from which to
take this. The general fund is $200 bil-
lion in debt for the year we are facing
now. You are getting the money by
adding it to the national debt.

In earlier days we would say, you are
printing money, you are issuing print-
ing-press money. But It is not a print-
ing press any more. They have num-
bers in these computers, so all you
have to do is add a numeral into a
computer at the Federal Reserve; you
just say, "Let's pay them another $100
billion of benefits, and we'll pay for it
by increasing the national debt by an
equal amount." All you have done is
put an electric Impulse in a silicon
chip in a computer. Then you say,
"We have $100 billion more in the
Social Security Fund."

Once we start down that road, I be-
lieve we are in trouble, and that why I
cannot vote for the conference report.

Mr. EXON. Mr. President—
The PRESIDING OFFICER. The

Senator from Nebraska yielded to the
Senator from Louisiana, so the Sena-
tor from Nebraska is recognized.

Mr. EXON. Let me ask a further
question of the Senator from Louisi-
ana.
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Were the concerns just expressed on
the floor of the Senate by the Senator
from Louisiana discussed at any
length in the Finance Committee
before this bill was reported to the
floor of the Senate?

Mr. LONG. Representative AnckI
appeared before the committee and
discussed these concerns. Former Rep-
resentative Joe Waggoner, of Louisi
ana, who was a Presidential appointee
to the Social Security Commission, ap-
peared before the committee and gave
us the substance of his minority
report. The Senator will find the same
problem discussed in his minority
report.

I must admit that the full Impact of
those comments did not dawn on me
when they first said it. If the Senator
will read the transcript of the record,
he will see that I was very concerned
about the matter, but the full impact
did not dawn on me at that time, The
more I thought about it, the more I
found it necessary to inquire into it,
and the more I became concerned
about it.

Mr. EXON. Mr. President, I am very
concerned about this, because what
the Senator has just said is something
we should zero in on.

One of the reasons the social secu-
rity system is in the financial difficul-
ties it is in today is the fact that over
the years, I suggest, a whole series of
ornaments have been hung on that
tree, the way we hang ornaments on a
Christmas tree. They were never f i-
nanced or paid for, and now we find
ourselves in a critical situation.

Let me ask a further question. I un-
derstood from the reply that my
friend from Louisiana gave me that at
least those objections were not raised
or fully discussed when the Finance
Committee reported this bill to the
floor of the Senate. Is that generally
true?

Mr. LONG. I did not dwell on that
subject, as one who voted to report it
out of the committee with reserva-
tions.

Mr. EXON. Were the matters that
are now being brought to the atten-
tion of the Senate by the Senator
from Louisiana brought up in open
debate on the floor of the U.S. Senate?
I say that because I notice that Sena-
tor LONG'S colleague, the junior Sena-
tor from Louisiana, voted the other
way the other night. I thought that
was a little strange, because I know of
the relationship, and most Members of
the Senate do, between the senior and
junior Senators from Louisiana. Is it
possible that this Senator from Ne-
braska was not privy to all the infor-
mation that was available to the
junior Senator from Louisiana from
his senior colleague?

What I am asking is this: As one
Member of the U.S. Senate, did I miss
something in the debate on this bill,
which the Senator from Louisiana is
not bringing up, that I would have
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been attuned to if I had been listening
better, or s this something new?

Mr. President, if it is true, and I
think it is, that the Senator from Lou-
sialan is now saying that he has been
very concerned about this and that he
now is opposing this, at this very late
hour, because of the reasons he has
outlined, then that s of grave concern
to the Senator from Nebraska; because
one thing I think we should not do is
to attempt to fool the people of the
United States that we are correcting
something without relying on the gen-
eral fund to ball out the social security
system from the difficulty it s pres
ently in, If we are not doing that. That
is why I am ak1ng the questions I am
asking, because think am about to
cast a rather important vote; nd I am
not going to vote for this unless I can
be convinced that we actually have
done something other than the net
result of relying on the general fund
to ball out the social security system
un the near future.

Mr. LONG. I say to the Senator
that, to the best of my recollection, I
have not voted agathst a soci1 secu-
rity bill n 34 years. But I will vote
gahst this one,

As say, my reaso do not have
much to do with the items that were
2n conference, or that were dropped n
conierenc. I have been troubled
about the mattei of general revenue
financing throughout.

While the eator might nt have
heard much of It my ?ema?k,
think if he were 1isterilng to the Seia-
to frc Co1oado (Mr. Atsmox)
discuss the tter, he would have
picked up some of that.

discussed this matter with one of
the more conservative conferees on
the House side, nd I told him—

Mr. EXON. Mr. Presideit, there fs
not orde? In the Serate. May we have
order, o that I can hear the Senator
from Loulsina?

The PRESIDING OFFICER. The
eator is correct. The Senate will be
n order.

Mr. LONG. ]I told that particular
souse Member ! felt that perhaps I
had been derelict n my duty to the
Senate because I had not opposed the
bill on that basis at an earlier point.
He told me not to worry about it. He
said he had been opposing it on that
basis for months.

He had made the points until he was
b1u in the face, but he had achieved
nothing on the Heuse side, and I
should not worry about the fact that I
had not stressed the point prior to this
in this Senate.

I do think if I had to do it over again
I would have made this point to Sena-
tors when the matter was before the
Senate, and having failed to do it per-
haps I owe the Senator an apology.
But at least I am explaining it now, be-
cause I do not feel that I can vote for
the bill as much as I would like to vote
for a bill to help solve the financing
problems of social security. I do not
think this is the way we should do it.
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I am just one person who has his

own conscience to live with. I cannot
vote for this conference report. I ex-
plaIned to the Senator why I could
not.

Mr. ARMSTRONG. Mr. President,
will the Senator yield?

Mr. EXON. I am going to yield the
floor in a moment.

I thank my friend from Louisiana,
and my line of questioning I think
clearly !ndicated that the Senator
from Nebraska was not particularly
pleased, that he did not feel he had
been properly advised by the ranking
minority member on the Finance Corn—
mittee, The Senator from Louisiana,
though, ha said ft very well. He felt
that this is the Uiie to lay ft out.

I have great respect for his judg
ment. an very 1eased that he 1id.
out his concernz at th time which I
think lz helpftil to &1 of u, and I
thank hi for his candor.

I yield the floor, Mr. President.
The PRESIDING OFFICER. The

Senator from Kansas is recognized.
Mr DOLE. Mr. President, I wish to

take uist ew minutes to talk about
what the Soci1 Security Comxnisson
recommended and the conference
agreement we have rn the Senate
f1oo right now.

We have n this agreement what the
Social Security CommIion recorn.-
mended. some are concerned thout
th use o gnea1 revenues. The Nil Is
ut th am tonight s it w 1st
iLght o ner1 revenues. We did not
chn thing in conference pertn-
in t generi reveiues.
X do not quarrel wfth the entor

froi ouina or indicating hL con-
cern about the use of general rev-
enues. But X wish to assure the ena—
tor from Nebak nd others that
theire is no change n th Senate's o-

oi ny of those provisions. The
House bill s the same s the Senate
bill on those provisthns so they were
never 'in conference.

What I wish to focus on is what we
have before us Everyone can find
something wrorg. But not everyone
can be a conferee d not every con-
ference can please everyone h the
Senate.

We have what I believe fs good
package, did not want to raise the re-
tirement age to 6?. However, t i not
gcng to happen for 40 years. I think
we should look at it in that light.

I was satisfied with the fail-safe pro-
vision of the Senator from Louisiana,
However, after 4 or 5 hours In the con-
ference there was no way that the
House of Representatives would buy
that fail-safe provision. The Senator
from Loutsiana told us at that pomt in
the meeting of our conferees, "If the
fail-safe is a problem, put it out on the
table," and we did that. In return for
the loss of that fall-safe, we obtained a
concession on the stabilizer. The stabi-
lizer was not to take effect until 1988
and now it will take effect in 1984. To
me that was a fair trade, not quite as
good as the provision of the Senator
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fiom Louisiana, but a fair trade. We
traded a horse for a horse, not a horse
for a rabbit.

There is not a single change in this
bill on taxing benefits. That provision
has not changed one bit since It left
the Senate Chamber. There is not a
single change on the acceleration of
payroll taxes. It has not changed one
bit since it left the Chamber. There is
not a single change in the COLA
delay. It has not changed one bit since
it left the Chaniber last night.

The one change that some Senators
approved and some do not approve Is
bringing In Federal workers. I can tell
my colleagues now that I visited yes-
terday morning with some of the
union people who represent Federal
unions. I asked them, "Why do you
not work out something so that we can
accept the Stevens amendment and
fight for that m conference?" The
un!n people said, "You know, we do
not have any prob'em. We Just want to
take our chances on the Long amend-
ment and see what happens." As Sena-
tors know, the Stevens amendment
1ot by five votes.

The House of Representatives was
thinant thout this coverage provision
because t ws the Ntiona1 Commis-
n's recouendtion that new Fe&
er1 hires be brought into the system.

Tonight we have almost pecise1y,
wfth some improvement, what was rec-
onended by the Nationa1 Commis-
son. Yes, there are some general rev-
enes n the package but they were
thire her the recommendations were
de by the Soca Security Commis-
sion. They were there n the Finance
Comittee anenthnent. They were In
the Senate amendment 1at night, nd
they are in the bill before us tonight.
They have not been changed. They
have not been ncreaed.

We have also done a great deal n
the area of unemployment compensa-.
tion. We have special provisions for
West Virginia, special provisions for
Michigan, speIa1 provisions for liii-
noi. And we provide a lot of coverage
and benefits that are going to start
coming due April 1. We have to pass
the bilL

On prospective reimbursement
under medicare, I think we have a
good package. The Senator from Min-
nesota, who was not a member of the
coaference, was there to help us on
that.

We have an alien provision that was
not !n the House bill. It is not as.
strong as the one we had in the Senate
amendment, but we worked today with
Senator GRJssuw, the Senator from
Iowa, who In turn contacted the Sena-
tor from Indiana, Senator LUGAR, and
the Senator from Maine, Senator
MXTC1ELL, and now we have an alien
provision. We have accommodated the
Senator from Hawaii In that provision
and he Is no longer concerned with the
provision in this bill.

We accommodated the Senator from
Washington, both Senators from
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Washington, on the paymaster provi-
sion that they thought was very im-
portant.

I believe if Senators look at the
entire package that someone can find
some fault. It Is not the way they want
it. It Is not the way I want it either.
But I defy anyone who has ever been
to a conference to come back and say,
'Oh, we got all we wanted."

I preferred raising the retirement
age to 66. To get age 68, the Senate
bill had to make some changes In the
bend points, benefit reduction. I think
changing the age to 67 Is a benefit re-
duction. But the House of Representa-
tives was convinced that since it had a
vote on that age, they could not go
back and say we are going to take 66. I
even tried 66½. It seemed Uke a com-
promise—we had 66, they had 67. I as-
sumed we split the difference in some
of our conferences. So we tried 66½.
But they would not buy it. That was
without any benefit formula changes
In the next century.

Mr. LONG. Mr. President, will the
Senator yield?

Mr. DOLE. I yield.
Mr. LONG. Mr. President, permit

me to say to the distinguished chair-
man of the committee and the chair-
man of the Senate conferees, I hope he
understands that nothing I have said
about this matter Is intended to reflect
upon him or any other member of the
conference. As the chairman of the
conferees, the Senator did his utmost
to uphold the Senate position. And al-
though some of us may be disappoint-
ed that the Senate did not prevail on
more of its provisions, my objection
and the reason that I shall vote
against the conference report, as the
Senator correctly stated, has to do
with the initial bill and the general f i-
nancing phases of it which I simply
caine to understand better and better
as the matter proceeded through the
legislative mill. I do not for a moment
question the good Intentions and the
very fine way in which the chairman
of the coniniittee has conducted him-
self, and I think the Senate is indebted
to the chairman because he did faith-
fully defend the Senate position and 1
think we all are indebted to him for
that.

Mr. DOLE. No; I appreciate that
very much, and coming from the Sena-
tor from Louisiana I doubly appreciate
it. Certainly I appreciate the Senator's
assistance In the conference. I do not
suggest that the bill is perfect. The
Senator from Louisiana said he has
been focusing on the general revenue
aspect of the financing package for
some time and he is coming down on
the side of saying, "Well, I cannot
accept it." That is the principle the
Senator from Louisiana has held for a
long time.

I was not here at the beginning of
his speech. I know when President
Carter suggested general revenue
funding tile Senator from Louisiana
said no. We had that battle in our
committee, and I Joined the Senator
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from Louisiana in opposing such a so.
lution, so I know a little about that.

Some are saying we did not get all
we should have on the SECA tax. As
the Senator from Louisiana and the
Senator from Nebraska pointed out,
that Is taking money out of general
revenue for tax credits for the self-em-
ployed.

The Senator from Missouri worked
very hard on that, and he is going to
speak on it. He is not perfectly satis-
fied with what happened. However, let
me repeat that we insisted that the
House Members vote on that provision
because we were told that they had
enough votes to come around to our
position. But I could not detect that in
the vote. It was a rather weak voice
vote, and the chairman announced
that he prevailed. The chairman cn
do that from time to time, and he is an
outstanding chairman. The chairman
of the Ways and Means Committee is
a good man.

I believe that under the so-called
SECA proposal, we did quite, well in
the conference agreement. Someone
with $15,000 in income would pay a
SECA tax under present law of $1,478.
The Commission would have raised
that to $2,100. The House bill would
have said $1,785 and the Finance Com-
mittee said $1,665. So the conference
agreement results in a $30 difference.
I think we have come most of the way.

Mr. President, I ask unanimous con-
sent that a table be included in the
RECORD.

There being no objection, the table
was ordered to be printed In the
Record, as follows:

EXAMPLES OF 1984 TAX BURDENS OF SELF-EMPLOYED

INDIVIDUALS UNDER VARIOUS PROPOSALS

(Msimes that ndduaIs unmaii has emiz1 deductions an bas no
income ofler than se-ernp)oyrnent ime]

$15000 30,00O

Present law with sedup
SECA $1,487 $2,955
lrcome tax 1,801 5,173

Total . 3,219 8,128

Ccmmission proposal with extension to 111:

Mr. DOLE. So, Mr. President, I know
some are disturbed because the new
Federal hires are included in this bill.
But again that was a Commission rec-
ommendation. Democrats and Repub-
Jicans and others said, "OK, if the
system is going to work, we ar going
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to bring in new hires." Maybe we
should not have done that, but that
was the position of the House, and
they were adamant on that.

I happen to think it is a good provi-
sion, I visited again with some of the
labor representatives following that
decision and I can say that they are
not too upset. They gave it a good shot
and they lost. Now they are going to
try to work out the supplemental plan
with the committee of that jurisdic
tion, which happens not to be the
Senate Finance Committee.

So. Mr. President, I believe that
having participated in the conference
and having been on the Commission, I
can tell you honestly that I think ev-
erything the Commission recommend-
ed Is in this bilL In fact, there is some
improvement because when we gave
up the fail-safe we tightened up the
so-called stabilizer. I would like to
convey to the Senator from Montana
that I tried on his amendment. I could
not find one House Member who
would take up the battle. But that
happens in a lot of conferences.

I hope that my colleagues will take a
look at this and decide that this is an
opportunity, not a perfect one, but an
opportunity, to say to people "We be-
lieve in the system." I am not going to
stand up and say, as some were saying,
"We took care of it for 75 years," be-
cause I know what happened in 1977.
We said we would take care of it for 40
years, and 4 or 5 years later we were
back saying we did not do enough.

Mr. President, I hope we might
adopt the conference report. It has
just received an overwhelming vote in
the House, 243 to 102. It passed with a
greater than 2 to 1 margIn and I think
that Is an indication that it has broad
support.

Mr. HEINZ. Mr. President, I nse in
support of the conference report on
H.R. 1900. This bill will restore solven-
cy to social security. It should insure,
under our current economic forecasts,
the financial integrity of the old-age,
survivors, and disability insurance
(OASDI) trust funds for both the rest
of this decade and the foreseeable 75-
year future. It Is a bill which reaffirms
the soundness of the basic structure of
social security by making only mini-
mal adjustments In the program to re-
store the program to a sound financial
footing.

Mr. President, I am pleased that the
Congress has been able to move quick-
ly to enact this legislation and provide
beneficiaries and workers, who have
feared for the future of the social se-
curity system, the reassurance that
the system will remain solvent in the
future. The most serious problem for
social security has not been the short-
term financing problem or the long-
term financing problem, but rather
the loss of public confidence In the
social security system itself. In the last
few years, the proportion of the popu-
lation between 18 and 49 with little or
no confidence in the future of social

4200
Income ta ,, 1,591 5,13k

Total 3,691 9335
(Increase over present law) (412) (601)

House blI (2.1 percent credit)
SECA 1,185 3,510
lncnie tx .. 1,801 5,113

Total 3,5Ss 9,343
(Increase over present law) (301) (515)

Finan Connuittee bill (2.9 percent credit):
SECA 1,665 3330
ncome tax 1,801 5,173

Tota' 3,466 9,103

(tncre ever present aw) (181) (31S)
cneience greemen (23 percent cret):

SECA 1695 3.390
ncorne tax 1.801 5,113

Tothi 3,496 9163
(Increase over present law) _.. (211) (43S)
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security has increased from just under
half to over three•quarters. This mas-
sive loss In public confidence threatens
the compact across generations that is
the basis for the entire social security
program. Growing doubts about the
future of soca1 security weaken the
willingness of workers to support the
payroll tax which finances the system.

The bill before us represents a dra-
matic step toward retorthg public
confidence in social security. For the
first time in more than a decade, with
the enactment of this 1egs1ation,
there wiil be no projected long-run or
short-run financing shortfall in social
security. Just as importantly, despite
several years of public debate and po-
litical stalemate which have preceded
this legislation, the Congress has dem-
oristrated this year that it can work re-
sponsibly and in a truly bipartisan
fashion when necessary o maintain a
vitally important public commitment
o present and future generations of
retired Americans.

This legislation provides adequate fi-
nancing for social security without
placing an undue burden on any single
group of beneficiaries or taxpayers.
Ultimately there is no pan1ess solu-
tion to social securitys flnancing prob-
lems, but this bill spreads the burden
about as evenly as possible. About a
third of the $165 billion n new financ-
ing would affect employers and work-
ers, a thiird would affect other ac-
counts in the budget, and third
would affect beneficiaries. Because the
financial burdens are broadly shared.
they are minhnal for any particular
group of individuals.

In addition, it Is worth noUng that
despite the urgent ne for changes to
improve social security financing, the
Congress also has taken this oportu-
nit.y to make some changes tq hprove
the program as well. There are four
provisio in this bill which improve
benefits for divorced, widowed, and
disabled spouses—improvements that
have been 1oig overdue. In addition,
there are two provisions which will
provide better centives for older
workers n the future who wish to con-
tinue working beyond the nonna re-
tirement age. The first liberalizes the
earnings test somewhat, to improve
social security beneffts for those who
continue ernng some income alter
they begin receiving social security
benefits. The second Incentive is a
gradual Increase In the delayed retire-
rnent credit so that workers who delay
their retirement after age 65 will no
longer lose the full actuarial value of
their social security benefits as a
result.

Mr. President, I think this legisla-
tion will provide the necessary tonic
for out ailing social security system.
On balance, I believe it is a fair and
reasonable compromise solution. As in
any compromise, however, good pro-
posals were lost In the interest of forg-
ing a package which would be accept-
able to both Chambers. There were
five areas in particular where I feel
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the Senate was foced to recede with
respect to worthy ideas, and I truly
regret that we could not come to the
floor tonight with legislation that in
cluded these provisions from the
Senate bill.

Most importantly, the Senate had to
recede on its solution to the long-run
financing problem, in my judgment,
the Senate version was much better
than the House provi8ion we accepted
which raises the retirement age to 67
by 2027. The provision passed by the
Senate involved raising the retitement
age to only 66, gradually phasing in
the increase between 20C) and 2015.
This increase in the retirement age
was coupled with an across-the-board
5,3-percent reduction in the basic
benefit amount, gradually phasing in
the reduction between 2000 and 2008.

Our provision had several advan-
tages over the House bill. First, it in-
volved only a 1-year increase in the re-
tirement age in recognition of the fact
that, though many may choose 20
years from now to work longer, there
will continue to be workers with poor
heaith, low skill levels, and inconsist-
ent work histories who will be phys-
ically unable to work or will be unable
to find emp1oymnt when they are
older. The 1-year increase n retfre-
ment age would have avoided unfaiily
penalizing these workers. Second, the
comblination of these two provisions
would have spread the burden of the
add1Uoira1 financing across a broader
group of thdividuas, with a 1es severe
effect on any particular group. While
the retirement age increase would be a
reduction in benefits for retirees only,
and a reduction concentrated most
heavily on those who take early retire-
ment; the 5.3-percent reduction in the
basic benefit would have affected all
beneficiaries—reUrces, survivors, and
the disabled—equally. The combina-
tion of the two would have protected
survivor nd disability beneficiaries
without placing an unfair or undue
burden on retirees of the future.
Thfrd. the combned effect o these
proisions wcuild have resulted n
1es severe reduction In benefits for
ny particular beneficiary In the.
future. While raising the retirement
age by 2 years will eventually reduce
monthly benefits by 13.3 percent for
someone retiring at 65, the combina-
tion in the Senate bill would have re-
duced benefits by only 11.3 percent for
someone retiring at age 65.

Mr. President, I ask unanimous con-
sent to Insert a table in the RECORD.

There being no objection, the table
wa ordered to be printed in the
RECORD, as follows:
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COMPARISON OF THE EFFECTS ON MONTHLY SOCA1 SECIJ-

Rh? 6ENEFTS OF THE LONGTRM FNANCNG PROVI

SONS N THE HOUSE AND SENATE VERSIONS OF HR.

1900

Perat dLcto in ir.thIy benthl

Year

amunts

Reiremnt t age Retirement at age
62 65

House' Senates House' Senate2

Mr. HEINZ. In short, Mr. President,
I believe the Senate had a better long-
run financing proposal—one that
wouldhave been fairer and more equi-
table. But unfortunately the House
proposal to raise the retirement age to
67 prei1ed.

Mr. President, I also regret that the
House conferees where not willing to
accept the Senate provision which
would have completely 1iminated the
earnings limit In social security by
1995. Fortunately, the rate at which
social security benefits are reduced for
earnings was lowered somewhat m the
conference agreement, so that those
with earnings just over the $6,600
limft will not face such a large margin-
al tax rate. But I am concerned that
we have not done enough.

The earnings limit, or retirement
test, is a powerful factor in forcing
older persons who want to work out of
the labor force. Many people, in fact,
believe that they will lose their entire
soci1 security benefit if they earn
more than the limit. Continuing to dis-
courage older people from working is
neither good natona1 policy, nor does
it conform with the interests and
wishes o older persons themselves.
W need to change these disincentives
II we are going to encourage produc-
tive older persons to stay in the work
force, to contribute to our economy,
and to continue to meet their own eco-
nomic needs in hidependence and dig-
nity. By failing to raise the earnmg
limit X fear that we have missed an ex-
cellent opportunity to provide encour-
agement to older workers.

I am also disappointed that the
House conferees refused to agree to
the Senate tax credit for the self-em-
ployed. In my judgment, the Senate
provision would have reduced the
amount of net tax increase for the
self-employed resulting from the in-
crease in self-employment social secu-
rity tax ites. Although I have sup-
ported the notion that the self-em-
ployed should contribute for their
social security benefits at the same
rate as the employer-employee, I have
also felt very strongly that this adjust-
ment should not ignffIcantly raise the
tax burden for the self-employed. I am
particularly concerned that the net 1n

2005 6.25 7.00 3.33 3.50
2015 625 11.20 667 11.60
2025 nd alter 1250 1L20 1333 11.60

'House vrsin Increases the ormat relirement age rm 65 to 67
beeen 2000 O21 rn 2 sts.

Senate ceon cres nonnal reUrement age horn 65 to 66
btwn 2000 and 2015; reducEs benetit auns by 5.3 percent.
grauafly hang in tle reduclum between 2OO afid 2O.

Source ScaI ity Aistratin, Uffi ot ttre ktuaiy,
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crease in taxes not be too large in the
first few years. Unfortunately, the
House provkion which was adopted
provides a smaller tax credit in the ini-
tial years than the Senate provision. I
can only hope that this smaller credit
will not result in an excessive and
unfair added tax burden for the self-
employed.

Mr. President, I must say I also
regret that the House conferees were
unwilling to accept the very limited
exemption from social security for em-
ployers and employees who are consci-
entiously opposed to accepting inEur-
ance. My amendment, incorporated in
the Senate bifi, would have permitted
mostly Amish employees who worked
for an. Amish employer to avoid paying
contributions to social security. While
I believe coverage under social security
should be universal, I aJso believe that
we should respect the religious convic-
tions of our citizens, and where these
convictions conflict with the law,
make an effort to exempt them if pos-
sible. In this case, the Amish would
have waived their right to all future
social security benefits. Their convic-
tions would have placed no burden on
their non-Amish neighbors. I think it
is shameful that we were unable to
make this adjustment in the law,
which to the Congress is so minor, and
to the Ainish is so important.

Finally, Mr. President, although I
am pleased that the conference agree-
ment would remove the social security
trust funds from the unified budget in
1992, I regret that the House confer-
ees insisted upon removing the two
medicare trust funds—HI and SMI—
along with the OASDI trust funds.
The medicare program is really quite
different from the cash benefit pro-
gains. First, there is not the inherent
relationship between the workers
earnings and the benefits received
under medicare that there is in
OASDI. More importantly, the medi-
care program faces extremely serious
financing problems beginning in the
next 2 or 3 years—problems which
have not yet been addressed in legisla-
tion. It is quite possible that the entire
system of financing medicare will need
to be restructured in the near future
to assure its financial health. Since
this effort will in all likelihood involve
spending and revenue decisions quite
different than those which might be
made for a stable, well-financed retire-
ment system, I believe it was inappro-
priate for the House to decide to move
this program outside the unified
budget at this time.

Despite my concerns about these
specific elements of the conference
agreement, Mr. President, I believe
this legislation is, all things consid-
ered, a reasonable solution to our
pressing social security financial prob-
lems. It will meet the financing needs
of this program in this decade as long
as the economy performs as well as or
better than our purposely conservative
projections for it. And in the long run,
this legislation will resolve the fore-
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casted 75-year deficit in the program. I
commend all of my colleagues who
have worked so hard to complete this
legislation. With its passage tonight
we can demonstrate once again to
today's yonnger workers our commit-
ment to preserving the social security
system.

Mr. President, I wAll just say very
briefly that when the Senator from
Kansas says that this conference
report is better than the original pro-
vision agreed to by the President, by
the majority leader, by the Speaker of
the House, nd the majority of the
members of the National Ceinmission
on Social Security Reform, he is right.
This is better, and it is better for one
reason princip11y which he has re-
ferred to and that is it has a better
stabilizer. It is more likely to do• the
job even than that which the Commis-
sion, with the President's concurrence,
recommended to this and the other
body.

Yes, I know there are probably some
things in the bill we would all like a
little bit differently. I was the princi-
pal architect of the long-term provi-
sions where we had a balance between
raising retirement age 1 year, reducing
the replacement rate by about 5 per-
cent, and then bringing in much faster
the delayed retirement credit and
phasing out much faster the retire-
ment test, and I would be dishonest
with you if I did not say our provision
was better than the House provision,
going from 65 to 67. I think we have a
better provisidn in terms of incentive
for people to work because of the
delay in retirement credit phasing be-
cause of the phaseout of the retire-
meat test.

I think we spread the burden around
in terms of slowing the growth of
benefits a good deal more evenly, not a
great dramatic difference perhaps, but
more evenly.

I would have liked to have seen that
prevail. We lost most of the speedup
from 5. 1, the delayed retirement
credit, but what we have In this bill is
exactly what was in 5. 1, the delayed
retirement credit.

We have a better provision of the re-
tirement test that was In 5. 1 but not
as good as what we sent to the House.

I regret we lost that but on a bal-
ance this bill is a reasonable bill and it
complies with about everything the
National Commission recommended.

So, Mr. President, I hope my col-
leagues will join us in supporting this.
It is a good start and it is going to do
the job, and I guess th3t is the best we
could really ask.

Finally, one last observation: I think
the Senator from Kansas did a superb
job, as did the Senator from Louisiana
and the other conferees, Senator DAN-
FORTH, Senator CHAFEE, Senator
MOYNIHAN, to name just a few. The
Senate conferees rigorously upheld at
every opportunity the Senate posi-
tion. I have never seen a more faithful
group of conferees, and we did not lose
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every battle. W got about halfway in
most of these ca$cs.

I think you can always ask to do
better but when you go through nego-
tiation you are not going to win them
all and we did not.

Well, Mr. President, I thank the
Senator from Kansas for yielding and
I commend him on his good work.

Mr. DOLE. I will yield for a ques-
tion.

Mr. EXON, I thank my friend. One
brief qu€tion: Please clarify for me
one of th other parts of this which
seems to have a great deal of confu-
sion. The House, as I understand it,
would not put language in the bill that
deleted the payments of social scuity
to illegal aliens. We included that on
this side. During the explanation by
the chairman of the committee he said
something about illegal aliens. As I un-
dertand it, we basically came out of
conference with the House position
that we essentia]ly would continue to
make social securitiy payments to il-
legal aliens. Am I misinformed or is
that accurate?

The PRESIDING OFFICER. The
Senate will be in order.

Mr. DOLE. I will just say to my dis-
tinguished colleague there was no
House provision on illegal aliens. We
did not get everything we wanted in il-
legal aliens, but they had no provision.

Mr. EXON. I would simply inform
my friend from Kansas that one of the
Congressmen from my State intro-
duced such a proposal and was turned
down In that committee so you would
not know about that. But is it not true
that we did address that matter on
this side and we went to conference
with the provision that would have
provided for not paying social security
to ifiegal aliens, and was not that basi-
cally eliminated in the conference?

Mr. DOLE. It was modified.
Mr. EXON. That is what I wanL

Was it just watered down or did we
sink the ship.

Mr. DOLE. No, it was modified. The
ship did not sink. I must say that even
on the Senate side there were differ-
ent views on illegal aliens. The Sena-
to? from Kansas was a strong support-
er of the Senate position and we indi-
cated to the House conferees we cou'd
not come back to the Senate without a
substanUal provision on illegal aliens.
So I contacted the Senator from Iowa,
Senator GRA55LEY, who has a dcrni
nant Interest In this, nd I understand
he contacted some other Senato's. H
came to the conference. He discussed
it with staff. He discussed it with Mr.
Svahn f HHS, the former Social Secu
rity Commissioner, and advised us
that he was satisfied with the
provision.

Mr. EXON. The Senator does not
have to satisfy him, he has to satisfy
me.

Mr. DOLE. I understand.
Mr. EXON. That is the reason for

the question.
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Mr. DOLE. Let me find the commit-

tee report language and I will come
back to that question.

I yield to the Senator from West Vir-
ginia. I will yield the floor.

Mr. RANDOLPH. Mr. President, I
ask for the floor.

The PRESIDING OFFICER. The
Senator from West Virginia is recog-
nized. Before the Senator begins, the
Senate will be in order.

Mr. RANDOLPH. Mr. President, no
comment that the Senator from West
Virginia now speaking is to make will
change a single vote in the Senate. I
make, however, this very, very brief
statement. My coUeagues, I will reaf-
firm my vote of 1935 for social secu-
rity. That legislation passed in the
House of Representatives by a vote of
372 to 33 on April 19, 1935. The
Senate, on June 19, passed the meas-
ure by an impressive vote of 77 to 6.

We have all, I believe, studied the
subject matter very, very carefufly, I
think that I have given even more per-
sonal attention away from the floor to
reading the remarks of my colleagues,
to talking with many constituents on
this matter, than almost any measure
that has been before us in recent
months, perhaps in recent years.

I will, Mr. President, vote for the
conference report. I believe that we
must be realistic in this crucial hour. I
believe that, on balance, the Senate
will do weU—not all of us satisfied, of
course—to act as the House of Repre-
sentatives has acted, act, yes, in the af-
firmative, forward the bill to the
President, which he wifi sign into law.
We have then acted in both bodies in
the best tradition of this historic bill.
We know that not all the provisions
suit us. I trust I do call for a unified
vote, although there will be votes
against the report here as in the
House. I respect differing conclusions
of my colleagues.

I thank my colleagues for their at-
tention.

Mr. ARMSTRONG addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Colorado.

Mr. ARMSTRONG. Mr. President,
as I reflected on what I might say to
the Senate on this occasion, I could
not help recall what Samuel Goldwyn
was supposed to have said on a similar
moment. He said, "I am sick and tired
of these old cliches. Get me some new
ones."

Well, I have not been able to come
up with any new cliches and I am not
really eager to try to persuade any-
body to my point of view. But I do
want to explain my point of view be-
cause 2 or 3 years from now, if we
should happen to be back in this
Chamber doing another once in a hf e-
time shoring up of the social security
system, I would like to have a record
of the fact that at least some Members
knew that was likely or at least possi-
ble to happen.

Last night, I voted for the passage of
this bill. I made no effort to make any
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public explanation of it. Afterward, a
number of the Members of the Senate
expressed some surprise that I had
voted for it because I had rigorously
criticized certain provisions of it.

I criticized general fund financing
that was included in this bill. I asso-
ciate myself completely with the ob-
servations of the Senator from Louisi-
ana. That is a threshold I never
wanted to cross. I think it is a mistake
to cross that threshold. I think it is
bad public policy. Yet, last night I was
prepared to do so in voting for this
bill, even though I have been against
it right from the start.

I criticized the tax provisions in the
bill. And there is, and was last night
when I voted for it, an enormous in-
crease In taxes. A payroll tax increase
which comes on top of a quadrupling
of payroll taxes in the 1970's and an-
other tripling that is already in the
law, a twelvefold mcreae in two dec-
ades of the payroU taxes. And last
night I was prepared to vote reluctant-
ly for a further increase that is pro-
posed in this bill.

I voted last night to tax the benefits
of people after I had voted, along with
I guess every other Member of the
Senate less than a year ago, not to tax
benefits. I was prepared to give a lot of
ground, to swallow all of those things
for two reasons.

First, I thought it was critically im-
portant that we get a bill and, second,
because I could honestly say at home
or in this Chamber or in the press or
anywhere that this s a bifi that we.
can depend upon to put social secur.ity
on a sound fiscal basis, a sound basis. I
could even remember what happened
In 1977 to Jimmy Carter and all the
others who said that was a once-rn-a-
lifetime reform and we would never re-
visit that issue and I thought a lot
about it before I made the statement.

But, based on what was before us
last night, I could say, any Senator
could say, the actuaries could say, that
this bill is solid, and under any reason-
able foreseeable circumstances we are
going to put social security on a sound
basis. And that means the retirees are
never going to have to be uncertain
again under any reasonably foresee-
able economic circumstances.

And it means that the taxpayers,
particularly the younger generation of
working men and women, who are
really restless about the rising burden
of taxes that has been imposed upon
them, that we could say to them,
"Look, social security is solid. It s so!
vent. It is going to be there when you
retire. Be of good spirit as you pay the
taxes. It is a fair deal."

That is why I voted for this last
night.

Well, they went to conference today
and they did a lot of things I did not
approve of. I heard, for one thing,
they did away with the amendment
which I thought was not controver-
sial—I had hoped it would not be con-
troversial—as to the phaseout of the
retirement earnings test. That really
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disappointed me because getting rid of
the retirement earnings test has been
one of the most important objectives
that I had in consideration of this
social security bill and I Judge that the
retirement earnings test is one of the
most unpopular and unfair provisions
of social security. And they did away
with it. Well, I was prepared to swal-
low that, because the fund was still on
a sound basis.

Now, then I heard they did away
with the dropout year provision which
we put in. This is not going to mean
anything to some people, but to a few
million mothers who have to take a
couple of years ofI to care for children
in the 1990's and the years alter the
turn of the century, that Is going to be
important. And there are several mil-
lion of them. I hated to hear that they
had taken that out Of the bill. That is
an important liberalization of the
benefits. But I could swallow that.

I was sorry when I had heard they
did away with a little modest element
of relief we had granted to small busi-
nesses, just letting them deposit their
withholding a little later to give them
a chance at least to get their feet
under them and to have 15 days or so
after the close of the month to deposit
their taxes. But I could swallow that.

But, my friends, when I heard that
they had taken the fail-safe out, I
cannot swailow that. That gets to the
stomach turning point as far as I am
concerned. Because with the fail-safe
out, we cannot be sure we are not
going to be back here in 1985 or 1986
patching up this sytem.

Again, I do not mind making saëri-
fices and I am prepared to go home
and say to my taxpayers:

Look. I fought to keep the tax increase
out of this, but you have got to go for it. We
had to do it because we have to put social
security on a solvent basis. We have to
shore up the system and we have to restore
the public faith and credibility in the
system. It has not only got to be prudently
safe, it has to appear to be safe.

But I cannot say that once the fail-
safe has gone.

Now, the Senator from Louisiana
who put the fall-sale in the bill In the
first place is modest about the impact
of that. But the fact of the matter is
for many of us that was the final
centerpiece of this bill, because that
said that if the trust fund got in trou-
ble, if our economic projections are a
little too rosy and if things did not go
as we thought, that the checks would
still go out on time and there would
Just be a little restraint in the cost-of-
living benefit adjustment increase.

Arid, significantly, in proposing this,
the Senator from Louisiana held
harmless the beneficiaries who receive
the smallest monthly amount because
the way he structured it we pay 100
percent of the cost-of-living adjust-
nient for the first $250 of basic benefit
levels. So we did not hold harmless the
people who might be getting $800,
$900, $1,000, $1,200, even $1,400 a
month for a couple on social security
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benefits. They give a little restraint on
their COLA if the trust fund got into
trouble, but not the person down to
$250 or $300 a month. We took care of
them.

The effect of dropping that out of
the package is simply to leave in doubt
whether or not we can make it
through 1985 and 1986.

Now, that is my opinion, but it is not
just my opinion. That is the opinion of
the experts, because before I came to
the floor to advise my colleagues that
they run the risk as they adopt this of
not having the fund on a sound basis,
I consulted not one but two experts,
and not just two experts but the two
foremost experts I personally know on
this subject, the two men who are in
the position of professional expertise
to know the most about it.

I asked them this question: I said:
Last night I told some of my colleagues

who sought my advice that with that fail-
safe In the bill, it was a virtual certainty
that social security would be on a sound
basis and we would not have to come back
and patch it up at any time In the decade,
that with any reasonable cIrcumstances we
would make It through. Is that true?

They both agreed, "Yes, that is
true."

I said, "Can I make the same state-
ment after they take the fall-safe
out?"

They said, "No, you cannot."
I said, "What statement shall I

make? What shall I tell them if any-
body wants to know about this?"

What I was told was this: "There is
no certainty that the thing is going to
default. There is no certainty that we
are going to go off the cliff in 1985 or
1986. But there ls" and I quote exact-
ly, "a significant possibility that pre-
cisely that will happen."

Therefore, after 2 years of fiddling
around with this thing and debating
and jockeying for position and terror-
izing 36 mIllion people around this
country who are wondering is their
social security benefit going to be safe
or is it going to be held hostage at
some point of deadline in the future as
it has been so often In the past, we are
right back where we started.

I am not going to vote for all of the
things in this bill, most of which I do
not approve of, when the bottom line
is that we are really not sure we are
solving the problem, that we might be
back here—

Mr. DANFORTH. Will my colleague
yield?

Mr. ARMSTRONG. I will yield in a
moment—that we might be back here
in 1985 or 1986. That is why I will vote
against it.

My closing remark is, Mr. President,
have the yeas and nays been oraered?

The PRESIDING OFFICER. The
yeas and nays have not been ordered.

Mr. ARMSTRONG. I ask for the
yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There Is a
sufficient second.

The yeas and nays were ordered.
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Mr. DOLE. Mr. President, I would

like to point out that the bill that
passed last night was not as solid as
the bill before us today.

The bill that passed last night was
$9.3 billion short in the short run and
in long-run deficit 1.2 perceit of pay-
roll (almost $3 billion per rear for the
next 75 years).

The actuaries tell us that these
short fails have been e1imnated In the
conference bill In both the short and
long range.

The Senator from Colorado ex-
pressed displeasure with the fact that
the retirement earnings test is not
phased out in the conference report.
In fact, the conference report libera'-
Izes the retirement test in 1990—the
same date as in the Senate bill. Rather
than phasing out the test, the confer-
ence report liberalizes the test so that
Instead of penalizing an elderly worker
by $1 in benefits for each $2 they
earn, they will have benefits reduced
by $1 for each $3 of earnings, This
substantially reduced the penalty for
working—while admittedly not going
as far as we would have ilked.

The PRESIDING OFFICER. The
Senator from South Carolina.

Mr. HOLLINGS. Mr. President, my
distinguished colleague from Louisi-
ana has referred to the fail-safe. That
is the deficit problem. As long as you
have deficits, which we will have for
many years to come, then the social
security payments will be made. There
is a difference b' ween the funds
being sound and the recipients being
soundly paid. We are going to do the
latter.

Two years ago, when we raised this
question in the Budget Committees
many of the blue ribbon commission
and others questioned that the social
security trust fund was even in trou-
ble, and we cautioned at that time, Mr.
President, that before long we were
going to be using general revenues to
pay social security benefits. They said,
"Do not worry. That will never occur."

Now the distinguished Senator from
Louisiana has shown us that this fear
has come true.

He put my statement into the
RECORD on last evening. I am grateful
to him.

I want to &ssociate myself with his
remarks. We have now not only taxed
the benefits but now we have gone
into the general revenues to pay bene-
fits. We are on a means tested pro-
gram and, in reality, then, Instead of
this evening crossing a historic mile-
stone and solving the social security
problem, and reestablishing the peo-
ple's confidence In the solvency of the
social security system, on the contrary
we are really now starting to create
the problem.

They will learn that it is not only
means tested by taxes, but they really
are going to the deficit each time
benefits are paid.

If we do get in trouble, I say to the
Senator from Colorado, in 1985 or
1986, we will just come back to the
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general fund because the precedent
has been set to finance benefits from
the deficit.

The only thing we have to fear is the
lack of fear of deficits in this national
Congress. We are going on willy-nilly.
This social security bill adds $48 bil-
lion over a 7-year period of general
revenues, about a $7 bfflion a year in a
new spending program, unable to be fi-
nanced out of the trust fund. There-
fore, I will oppose the conference
report. I thank the Chair.

Mr. DANFORTH addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Missouri.

Mr. DANIFORTH. Mr. President, I
will vote for the conference report. I
have supported this bifi from the
outset. I was one of the original co-
sponsors of 5. 1. I believe this is the
only responsible alternative we have.
But I would like to point out the fact
that while we have made the effort
and have succeeded in holding harm-
less employed Individuals from the
effect of tax increases on them, we
have far from held harmless those
who are self-employed. We have pro-
vided some credit on income taxes for
social security taxes paid. But the net
effect of the conference report that is
now before us is that for a self-em-
ployed, unmarried person with an
income of $15,000, we are increasing
the total tax liability of that individu-
al by $217.

For a self-employed, single individu-
al with a $30,000 income, we are in-
creasing that individual's net tax lia-
bility by $435.

Mr. President, the effect of this will
be that when, for these individuals,
the social security tax and the income
tax ilabifities are added up, the indi-
vidual with a $15,000 income will pay a
total of $3,496 in taxes, and the person
with a $30,000 income will pay a total
of $9,163 In taxes.

We are landing a haymaker punch
at the self-employed people of this
country, and the low- or middle-
income self-employed people of this
country.

Mr. President, who are these individ-
uaLs? These people constitute the
backbone of our country. Most farm-
ers are self-employed individuals. Most
farmers are hit by this tremendous in-
crease in tax Ltabfflty.

We know that the real estate sales
people have been particularly 1iterest-
ed In the self-employment tax. They
are certainly not doing too well in
their business these days. Aside from
them, the small contractor, the home
repair person, the person who owns
the corner grocery store, some 01 the
most tenuoths people in our society,
economically, are going to be hft by a
very significant increase in their tax li-
ability.

We in the Senate recognized this
problem and did our best to expand
the credit that was recommended by
the Commission and the credit that
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was in the House bill. We still would
have hit these individuals with a very
substantial tax increase. It was my
view that we should have held the line
in the conference, that we should have
insisted on the Senate provision.

We did not do so. We came out with
a pretty fair compromise in that we
were closer to the Senate position
than the House position in the confer-
ence. But the effect of this is very sub-
stantial on self-employed individuals. I
point this out to the Senate because it
is my judgment that in the very near
future we are going to have to face up
to this fact or we are going to be driv-
ing even more people who are now on
the brink of bankruptcy over that
brink.

Mr. BOSCHWITZ. Will the Senator
yield for a question?

Mr. DANFORTH. I yield.
Mr. BOSCHWITZ. I believe the Sen-

ator has well expressed this provision
in terms of dollars now. I believe the
figure in the Senate bill was 3 percent
for 1984.

Mr. DANFORTH. The Finance Com-
mittee bill was 2.9 percent in 1984 and
the conference was 2.70.

Mr. BOSCHWITZ. And for 1985 and
1986?

Mr. DANFORTH. I will have to call
on the conirnittee staff for that; 2.3 in
1985 and 2.0 in 1986. that is the con-
ference report.

Mr. BOSCHWITZ. What was it
before?

Mr. DANFORTH. We went down to
2.1 in the Senate.

Mr. MOYNIHAN addressed the
Chair.

The PRESIDING OFFICER. The
Senator from New York.

Mr. MOYNIHAN. Mr. President, the
hour is late and I shall be brief. With
the indulgence of my friends on the
other side of the aisle, I should like to
speak to my fellow Democrats on this
side.

I wish to point out first of all that
this bill passed the U.S. House of Rep-
resentatives by a margin of 2½ to 1.
Among the Democratic majority in
that body, it passed 3 to 1. A Demo-
cratic leadership has been willing to
cooperate in this singular bipartisan
effort to save the single most impor-
tant domestic program our party has
ever brought this Nation. None other
than JENNINGS RANDOLPH, if he will
forgive the personal statement of his
name, who spoke on this floor, was on
that floor 50 years ago when this legis-
lation passed. None the like has ever
passed either body and none is more
singularly our heritage to preserve and
pass on. By 3 to 1, our fellow Demo-
crats voted for this.

Second, I say to you that this is not
one subject matter. This is medicare,
this is unemployment insurance. For
the first time in history, we add a
fourth tier of unemployment benefits
for those who have exhausted their
final Federal supplemental compensa-
tion benefits. The new programs
begins when this bill is enacted; the

third tier, Federal supplemental bene•
fits, expires March 31. Today is March
24. In 7 days, if we do not pass this,
738,000 working men and the families
behind them will have their benefits
cut off. We provide not only that they
continue, but there is a reach back for
those whose supplemental benefits
have already expired.

I say to you, the fail-safe provision
which my distinguished friend and my
beloved chairman put into this provi.
sion was not accepted. But had we had
the stabilizer, which during the long
month at Blair House was replicated
for the years 1977-82 the funds would
never have been in any difficulty.

The stabilizer says that when the
funds drop to a certain proportion of
expected outgo during the year, you
switch to the lower of price or wage in-
creases for the adjustment in the
benefit. That stabilizer, reduced to 15
percent, is moved up to 1985. We have
been given the 1984 budget and now
we have a stabilizer at 15 percent from
1985 through 1988, then its flips up to
20 percent and stays that way indefi-
nitely.

I last say that, yes, we have put gen-
era! revenues into this fund. We have
done so for a period of, at a very di-
miriishing rate, 7 years. The men who
devised this arrangement in the 1930's
expected it to be a one4hird-one-thjrd-
one-third arrangement by now. We
have had a very gentle infusion. And
in a very short order, this particular
set of funds goes into a major surplus.

This last Sunday, in the Washington
Post, a respected journalist, Mr. John
M. Berry, had a front-page article that
went on at some length and which
adked what the Federal Government
was going to do with the surpluses this
legislation would generate beginning
in 1990? It is a problem to which the
Senator from New Mexico could use-
fully address himself with more pleas-
ure than with which he deals with the
problems of this very moment.

We have a short-term problem we
have resolved, a long-term problem we
have dea!t with with a high order of
bipartisan competence. It passed the
House of Representatives 2½ to 1—243
to 102. A Democratic measure—LI Jen-
nings Randolph were on that floor to-
night as he was 48 years ago, he would
have voted for this bill, would he not,
sir?

Mr. RANDOLPH. My friend, I voted
for the initial bill 48 years ago. It was
a monumental document.

Mr. MOYNIHAN. Would you not
have voted for it tonight, sir?

Mr. RANDOLPH. I will vote aye! I
do so with the inner knowledge that I
do right. It is a vote for people, our
citizens of this great and good land!

Mr. MOYNIHAN. You never fail us.
Let us not fail them. They happen to
be the American people.

Mr. LEVIN. Mr. President, I have
just one brief question for my friend
from Kansas. One small important
part of this bill added as set aside. By
a small bipartisam effort, we added a
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provision to finally, years later, assist
widows who find themselves, after 20
or 30 years of raising kids and keeping
house suddenly widowed. Because they
are not yet 60 and they are not work-
ing, they have no social security bene-
fits. We provided a very modest transi-
tion benefit of 6 months for those
widows 55 years or older. It costs only
$25 million. I have two questions for
my friend from Kansas.

One is, Did the House conferees
refuse to accept our provision in this
matter?

• Mr. DOLE. I say to the Senator from
Michigan that the House conferees did
refuse to accept that provision. I can
also say that the record will reflect
that on two occasions the Senator
from Kansas raised that specific provi-
sion and indicated that it was impor-
tant to the Senator from Michigan.
On the last occasion, the chairman of
the conference and the chairman of
the Social Security Subcommittee,
Representative PIcICLE, promised the
conference and everyone there that
they could not accept this provision or
the dropout year provision which was
added by the distinguished Senator
from Colorado. However, they prom-
ised that, a!ong with other Issues deal-
ing with discrimination against
women, they would soon be having
hearings on the broader issue of the
treatment of women under socia! secu-
rity.

Mr. LEVIN. The second question is,
Can I count on the chairman's support
on future efforts in this?

Mr. DOLE. The answer is unequivo-
cally yes.

Mr. LEVIN. I thank the Chair and
commend him on his efforts. The
problem here is so tragic and so stark,
we must step up our efforts to correct
it.

Mr. DOLE. Mr. President, I would
like to point out to the Senators from
Michigan and Colorado, who are con-
cerned about the absence of certain
provisions for women, each of the four
equity provisions recommended by the
National Commission were adopted. In
addition, the conference report includ-
ed a modification that will provide
great relief for older women on social
security survivors or dependents bene-
fits who also receive a public pension.
Next July, they would have suffered a
$1 for $1 reduction in their benefits on
account of their other public pension.
The conference report will provide for
a one-third disregard of the public
pension—elderly spouses and widows
and widowers will only have two-thirds
of their pensions offset.

Mr. DOMENICI. Mr. President, I
wish to ask the Senator from New
York a question and I do not ask this
question to in any way prejudice the
conference report before us. There is a
significant difference between the fail-
safe and the stabilizer, as I see it, in
that the fail-safe is measured in terms
of going below the reserve. The stabi-
lizer—I do not know where the word
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came from—but it is not measured
against the reserve. As I read the bill,
either CPI or wages, whichever is
lower, you get but you could still go
below the reserve. So it is not a fail-
safe, it is merely saying if CPI is lower
than wages, you get the lower if the
reserve is too low. But it is not at-
tached to keeping the reserve. You
could go below the reserve, accepting
the lower of the two, as I understand
it. Is that not correct?

Mr. MOYNIHAN. The Senator is
correct in that very technical sense.
The stabilizer—the word came from
the distinguished Chairman of the
President's Commission, Mr. Green-
span. It is triggered by the reserve and
the larguage added by the House
Members is that when it goes below 15
percent for this 4-year period, then 20,
the trustees are to automatically go to
the lesser of the two indices and
report in writing to the Congress as to
what other, if any, measures are re-
quired.

Mr. ARMSTRONG. Mr. President,
will the Senator yield to me briefly?

Mr. DOMENICI. I am pleased to
yield.

Mr. ARMSTRONG. I want to point
out that while I favor the stabilizer
provision, it will have absolutely no
effect whatsoever on the stability of
the fund or the ability of the fund to
meet its projected payments during
the balance of this decade under
either of the two economic scenarios,
that is, 2(b) arid 3, which were under
consideration by the Finance Commit-
tee and by the National Commission.
It is a worthy provision, it is a useful
provision, but it is irrelevant to the
question of whether or not we are
going to make it through 1985, 1986,
and 1987, according to the staff direc-
tor of the National Commission on
Social Security Reform with whom I
have discussed this matter tonight.

Mr. DOMENICI. I say to the Sena-
tor, I underst,ood that very clearly and
I think that is why I asked the ques-
tion, not because that should be the
conclusive issue but "stabilizer" some-
how sounds like——

Mr. ARMSTRONG. It sounds better
than it is.

Mr. DOMENICI [continuing]. Fail-
safe.

Mr. ARMSTRONG. Exactly.
Mr. DOMENICI. The point I was

making is they are not the same be-
cause as the Senator has indicated,
even if you go with the lower of the
two, it is not triggered up against pre-
serving a reserve but, rather, triggered
up against making a report that you
are in trouble, as I understand the bill.

Mr. ARMSTRONG. That is right.
Mr. DOLE. Will the Senator yield

briefly?
Mr. DOMENICI. I am pleased to

yield.
Mr. DOLE. I do not think the fail-

safe is fail-safe either. We can argue
semantics all night long, but if you
reduce the COLA to zero with the fail-
safe and the fund still does not have
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enough money to pay the checks, it is
obviously not fail-safe. This is all sort
of a semantic game.

I must also say that the same actu-
aries being cited tonight for forecasts
were the same ones who told us in
1977 that we did not have a thing to
worry about for 40 years. Now, if they
are the same actuaries the Senator
from Colorado is relying on tonight, I
think one is the same one I relied on
this afternoon. I hope he gave me ac-
curate information when he told me
this afternoon that the stabilizer as
modified was a good trade. That was
his statement to me.

Mr. ARMSTRONG. Mr. President, if
the Senator will yield, it is not my pur-
pose for a second to dispute the value
of the stabilizer provision but only to
underscore, as the Senator from New
Mexico said, that it has a different
function.

I had not intended to get into a de-
tailed explanation of this. But under
both economic scenarios which were
within the contemplation of the Com-
mission and the Finance Comnittee
and the Ways and Means Committee
and the House and the Senate, it is an-
ticipated that wages will rise more rap-
idly than prices and since that is the
case the so-called stabilizer would have
no effect.

Now, if some different set of eco-
nomic conditions prevail than any
than were considered, it is conceivable
it would have some effect but under
the conditions which we deemed as
the outer parameters of what we
would think about in preparing this
bill it would nt have any effect. It is,
nonetheless, a worthwhile provision.

Let me also emphasize to the Sena-
tor—I said it earlier but I want to say
it again—that I am not predicting the
trust fund will go broke in 1985 or on
any other particular date. My bottom
line for support of the bifl was a rea-
sonable assurance, not an absolute,
ironclad guarantee, but the assurance
that a trustee would expect a pruden-
tial assurance, a coverage of all reason-
ably foreseeable circumstances—not
every manageable circumstance but
just what can be reasonably foreseen
by people who see themselves as the
trustees of a system that we have got
the job done. Last night's bill did that.
In my opinion and in the opinion of
experts, there is a significant possibil-
ity—I quote, 'a significant possibil-
ity"—that the bill in its present form
will not fulfill that requirement.

I am not willing to take that risk but
I do not predict that we are going
bankrupt in 1985 or 1986, just that
there is a significant possibility that
we will not be able to make ends meet,
and that is not good enough after all
we have been through.

The PRESIDiNG OFFICER. The
Senator from New Mexico.

Mr. DOMENICI. Mr. President,
having distinguished between the sta-
bilizer and the fail-safe, I think it is
only fair to say that from the stand-
point of possibi]ities, I agree with the
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distinguished Senator from Kansas
with reference to the fail-safe provi-
sions. They are fail-safe with respect
to getting down to no COLA at all, and
then if you have to go below it, obvi-
ously you would be in a state of re-
serve bankruptcy. The fail-safe only
provided for adjusting the cost of
living. It did not provide for going
below it. So in that respect I did not
mean to imply to the contrary, and I
indicate in my opinion he is correct in
that observation also.

The PRESIDING OFFICER. The
majority leader is recognized.

Mr. BAKER. Mr. President, if the
managers of the bill are prepared to
do so, I am prepared to suggest that
time has arrived when we should go
ahead and put the question to the
Senate. Mr. President, I make only
these general observations and do so
briefly at 1:25 in the morning.

I do not recall in my years in the
Senate ever seeing the Congress of the
United States pass a bill that we
agreed was perfect. I do not recall one
that I have ever seen that I was
wholly pleased with. Some I like
better than others. But I really do not
think it is in the nature of representa-
tive government that we of ten achie'e
perfection.

It is the genius of this system per-
haps, though the Republicaii concept
in general, that the very pluralism
that puts us here in the place of trust
guarantees that there will be an exqui-
site diversity of opinions and ideas
that will result in something that is es-
sentially unsatisfactory in some re-
spect to virtually every Member of
Congress.

I acknowledge the reservations, I re-
spect the concerns that Members have
about ths conference report.

Mr. President, I believe there is a
broader and deeper perspective at
hand. In the course of our history,
there are times when the country de-
mands that we do something-in civi1
rights, in national defense, in environ-
mental 'egislation. Whatever it may
be, hi its own inimitable, unmistakable
way, the people of this country gather
up and demand that we do something
to correct, to innovate or to change
the status quo. I believe this is such a
decisive moment.

I think the country is te]ling us to
get on with the business oI fixing the
social security system. I do not think
the country is telling us we have to do
all of it tonight. I think they under-
stand that we understand we are going
to do the best we can but we will come
back for another bite. There will be
other b11s. There will be the inevita-
ble cleanup hitter. There will be the
corrections that, have to be attended to
next month or the month after that or
in the next session because, Mr. Presi-
dent, we learn from our experience.
But there is a fundamental responsi-
bility to deal with the demand of the
Nation to deal with this issue.
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Mr. President, if the Congress of the

United States fails to do so, I believe
we will Incur the wrath of the Repub-
lic. If the bipartisan Commission ap-
pointed by the President and the col-
lective leadership of the Congress can
subordinate their differences and pro-
duce a virtually unanimous report,
then surely the country has the right
to expect that we will implement it. If
the House of Representatives on both
sides of the aisle can adopt this imper-
fect vessel as the best effort of this
Congress at this time, then surely we
should take account of the responsive-
ness of this body In attending to the
needs of the Nation.

This is not a perfect bill, Mr. Presi-
dent. But we are not a perfect body.
This is not the last word to be spoken,
Mr. President, but is the first best
effort that we can make at this time.

Mr. President, I urge that the wrath
of the people of this country will not
come down upon the head and shoul-
ders of this Senate for failing to
attend to the clear responsibility that
the Nation s asking of it.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The

Senator from Kansas is recognized.
Mr. DOLE. I thk the distin-

guished majority leader, and I will ut
take 1 n1nute to say as sincerely as X
can that every major provision recom-
mended by the Social Security Corn-
nission is in thL bill, every major pro-
vision unchanged, veiy major provi-
sion

The bill that left the Senate 1at
night wa $9,3 billion short in the
short run nd 0.2 percent of payroll,
almost $3 billion a year, in the long
run—the next 75 years. The actuarfies
tell us that the bill we brought back is
ctuariaily sound in the short term
and long term.

I say, as just one member of the
Commission, that we have done a lot
of work on this proposal. As the ma-
jority leader said, it is not perfect. We
have 7 years to address the earnings
test, for example, if the Congress de-
sires to go furth In this area. It does
not take effect until 1990. We have a
bit of the a[ien piece too, and that is
enough to sustain it. We will be happy
to have additional hearings and work
in that area. If anything is not quite
satisfactory, we have time to make
changes.

My point is that every major provi-
sion—the taxing of benefits, the COLA
adjustment, the acceleration of pay-
roll taxes, the expansion of coverage—
in this case, to Federal workers—is
almost identical to the recommenda-
tions of the bipartisan Commission.
These recommendations were en-
dorsed by the President of the United
States, endorsed by the Speaker of the
House of Representatives, endorsed by
the majority leader of the Senate, and
endorsed by liberals, conservatives,
Republicans, and Democrats all across
this country.

I say to my colleagues that I think it
wouId be a tragedy if—just because ev-
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erything was not perfect and did not
suit every Member of this body—we
say that we cannot take this package.
There is nothing wrong with this
package. If you supported the Social
Security Commission recommenda-
tions, they are in this package, plus a
lot of other things, as pointed out by
the Senator from New York.

We have a massive medicare pros-
pective payment program that I think
is a good one. We have an unemploy-
ment compensation program in this
package. It is essential that it start on
April 1 of this year, with special provi-
sions for a number of States because
they deserve special consideration.

I say to my colleagues that if we
failed to do our duty in the confer-
ence, then the Senator from Kansas
will accept the responsibility, but let
us not punish the American people for
a shortcoming that may have occurred
in the conference, I do not think it oc-
curred. I am certain many could have
done better.

I suggest, as the majority leader has,
that we adopt the conference report.
We are going to meet again on social
security, I have never stood on the
floor or in public or privately and said
this package is going to last for .75
years, but I am convinced that it can
last until 19O; and that we can have
surp1use in the retfrement fund in
the 199O'. Let us give it a chance.

Again I thank my colleagues or tol-
erating this debate at this late hour,
but I ththk ft z ssentiai that we get
on with this toght.

The PESIDNG OFFICER (Mr.
STEvENS). The question is on agreehg
to the coferenee report.

Several senators adthessed the
Chair.

The PRESIDING OFFICER. The
Senator from New York.

Mr. DAMATO. Mr. President, a1
though I intend to vote for final ps-
sage of this conference report, do so
with great reluctance. In my opinion,
this package is unfair: many of its pro-
visions are absurd. There is however,
no other available alternative.

To vote gahist this package, there-
fore, would be irresponsible. The social
security system must be saved. I will
vote "aye" but I feel that I must first
express my strong reservations.

As Chiei Justice John Marshall said
in the 1819 case of McCulloch against
Maryland, °(T]he power to tax in-
volves the power to detory[.1" Well,
we have certainly demonstrated this
fact with this bill. This Congress has
used it power to tax to destory the
economic well-being of millions of
Americans This Congress may have
saved the social security system, but It
has done so at tremendous, unneces-
sary costs which will be borne not by
the rich, not by the well-to-do, but by
the hard-working middle-class Ameri-
can taxpayer.

Allow me to detail just a few of the
more ridicu'ous provisions of this bill,
a few of the more onerous require-
ments imposed by this IegisIation.
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First is the cruel burden this bill im-
poses upon our Nation's philanthropic
organizations, the nonprofit charitable
organizations which are the very back-
bone of America's private sector.
These organizations exist on shoe-
string budgets. The employees—when
they are paid—are generally low-
income Workers. These institutions are
barely making ends meet now. Yet
here we come, imposing new economic
burdens that may force many to close
their doors, to cease the good work
they now do. Employees may be laid
off Sand those who are not will have
their take-home pay substantially re-
duced. Why Is this happening? Be-
cause this Congress has ruled that em-
ployees of not-for-profit organizations
must be included in the social security
system now. No phase-in period will be
allowed. No exception wifi be granted.
No transition period will be provided.
We will reduce the ability of America's
philanthropies to continue their full
efforts to help this Nation's poor and
needy.

A second example of an unwarrant
ed provision In this legislation is even
more ridiculous. In fact, it is Just plain
stupid. In order to save the social secu-
rity system, we need to raise tens of
billions of dollars. Yet, In an effort to
raise a measly $5 million over the next
7 years, we have imposed additional
costs on State and local gove?nments
that will run anywhere from $240 mil-
lion to $1 billion each and every year.
A letter I received from the Municipal
Fiinnce Offlcers Asociaton estiiiates
the anua1 cost to States and munici-
puitiea at $725 million, nearly 1,000
Umes more than the annual revenue
which will be raised as a result of this
just plain silly provision.

You may ask me, to what section of
the bill am I referring? I am talking
about the requirement that interest
on tax-exempt municipal bonds will be
2ncluded n an ndividuaVs gross
income when determining whether he
or she exceeds the Ancome level at
which one-half of the received social
security benefits become subject to
Federal income taxation. By including
tax-exempt interest in this calculation
we may push a few individuals over
the limit and thus recover a few dol-
lars for the trust fund by taxing their
benefits, but the very fear that this
provision will place in the hearts and
minds of those investors who purchase
municipal bonds will drive up the in-
terests rates that our municipalities
nust pay to market their securities.
The municipal finance officers with
whom I have spoken have estimated
this increased interest cost at any-
where from 25 to 250 basis points, in
other words, at anywhere from one-
quarter of 1 percent to 2½ percent in
additional interest.

Simply speaking, this is lots of
money. And you know as we as I do
who wil' ultimateIy pay these in-
creased municipal financing costs:
None other than the midd1e-cIass
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property owner. The ultimate source
funding thr most municipal Interest
payments is the property tax. Thus, to
raise an additional $5 million in reve-
nue for the social security trust fund
over the next 7 years, we have in-
creased the property taxes of home-
owners across this Nation by $240 mil-
lion to $1 billion each and every year.

And who, you may ask, will receive
these increased interest payments?
Who will reap this windfall? Not the
Federal Government. Not social secu-
rity recipients. Remember, we only
raise $5 million from this provision.
This windfall will accrue to none other
but the wealthy investor in municipal
bonds! This windfall wifi go to those
very individuals who some in this
Chamber feared might escape without
paying a few measly dollars in income
tax on their social security benefits!
Sometimes the workings of the legisla-
tive process boggle the mind. This is
one of those times, for this provision
can be described as nothing less than
incredible.

A third flaw in this legislation is the
limits at which social security benefits
become taxable: $25,000 for an individ-
ual and $32,000 for a couple. We have
provided no phase in. We have built in
no progressivity. We have simply spec-
ified a cutoff. If you are below, even
by one dollar, you pay no tax on your
benefits. If you are above, whether by
one dollar or $1 million, you have half
of your benefits taxes. Thus the mar-
ginal rate of taxation is highest on the
middle claa, those with incomes only
slightly over the limits. The more you
earn, the lower, your marginal rate of
taxation on social security benefits be-
comes. I, for one, can simply not
fathom the logic in this provision.

Another problem with this bill is the
way that new civil service employees
have been thrust into the social secu-
rity system. This may be a quick fix
for social security, but what does it do
to our civil service retirement system?
Again, we have provided no transition.
Again, we have no plan on how we will
deal with the future. Social security
must be saved. Does this mean that we
must destroy the civil service retire-
ment system to do it?

The self-employed are also treated
cavalierly by this bill. 'Raise their
taxes, they can afford it" seems to be
the prevailing opinion around here.
But this is not true. Not all of the self-
employed are doctors, lawyers, or
heads of thriving businesses. Most, in
fact the vast majority, are hard-work-
ing, middle-class American taxpayers
barely making ends meet. We have
here imposed a vast new burden on
the shopkeepers of America, on the
skilled artisans of America, and on
those individuals who would ratber be
their own boss than work for another,
even if it meant they would have to
get by on less money. These are the
people whose taxes we have increased
with this legislation.

In this bill we have overused our
power to tax. We have misused our
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power to tax. In many cases we have
imposed the tax burden inequitably
and on the wrong people. We may
have saved social security, but at a tre-
mendous and misplaced cost.

At the beginning of my remarks I
stated that I would vote for this con-
ference report, and I will do so despite
all of its faults. To do otherwise would
be irresponsible. There is no other al-
ternative. No one here believes that if
we defeated this legislation that Con-
gress would bring forth a better bill.
In fact if this conference report isde-
feated, there might very well be no bill
at all, and this alternative is totally
unacceptable.

Thus, Mr. President, with great re-
luctance, I will vote in favor of this
conference report.

Mr. LEAHY. Mr. President, every
day this Congress debates legislation
of significance to some element of our
economy, some segment of our society.
The legislation before us today—to
preserve the integrity and insure the
solvency of social security now and in
the future—affects our entire economy
and three-quarters of this Nation's
population, 110 million workers and 36
million retirees. This is one of the
most important measures which this
Congress or any Congress will ever
consider.

The National Commission on Social
Security Reform in tate 1982 took a
great step toward restoring public con-
fidence in social secunty by achieving
a bipartisan consensus on the dimen-
sions of the financing problems facing
the system. Since that time, both the
Senate and the House have acted
swiftly, and in a bipartisan fashion, to
achieve legislative compromise.

The Congress goal has been to guar-
antee the ultimate stability of social
security and the ability of retired
workers to maintain a decent standard
of living. The Congress goal has been
to insure that no single segment of our
population—the elderly and disabled,
today's employers and workers, tomor-
row's retirees, solely bear the burden
of resolving the system's financial con-
dition. The Senate, in adopting all of
the recommendations of the National
Commission on Social Security
Reform, and acting to eliminate both
the short- and long-term deficits pro-
jected for social security, has achieved
these goals.

But these are not goals which are
achieved without pain. I oppose, as do
many other Members of Congress,
many of this legislation's individual
provision. And I have voted in favor of
amendments to make further improve-
ments in it. This legislation contains
elements which are abhorrent to advo-
cates for the elderly. It would delay
until January 1, 1984, the cost-of-
living increase due in July of this year.
The legislation contains elements
wbich are abhorrent to &dvocates for
the Nation's small business men and
women. It would increase the tax on
the self-employed for both social secu-
rity and medicare health insurance. It
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increases taxes to employers and em-
ployees in a time of economic reces-
sion. And it would include new Federal
employees under the social security
system beginning In 1984, a change
which I voted against.

Why, then, could I vote in favor of
final passage of this legislation? For
several reasons. First, without it, there
could be no social security system. If
no action is taken, in just a few
months, benefits could no longer be
paid out to the Nation's retirees. Every
minute of every day, the system goes
$17,000 further in the hole. One hour
from now, it will be $1 million more in
debt. The National Commission on
Social Security Reform has reported
that between $150 and $200 billion is
necessary to meet our obligations to
retirees between now and the end of
the decade. To insure payments to
future generations of retirees, a long-
term deficit of $6 trillion must be
closed. This legislation closes both
deficits.

The second reason I could support
the overall package approved by the
Senate Finance Committee is that it
asks for a shared sacrifice. It is not a
perfect balance, but, overall, it calls
for a just division of responsibility to
guarantee the viability of social secu-
rity. The bill before us asks current
and future retirees to contribute. It
asks the self-employed, current and
future workers to contribute. Federal
workers, for the first time, will be
asked to contribute to social security.
One1hird of the revenue needed to
shore up social security would come
from coverage of new employees, an-
ether third from tax Increases, an-
other third from a change in benefits
for retirees.

Third, the only alternative methods
of improving the condition of social se-
curity are far worse than those recom-
mended by the Commission and adopt-
d by the Senate Finance Committee.

Some Members of Congress favored
resolving ocia1 security's problems
primarily by cutting benefits to the
Nation's retirees. I vehemently op-
posed those efforts. An amendment
was offered to delay until 1985 any
cost-of-living adjustments to retirees.
An amendment was offered to elirni-
nate any social security tax increase
whatsoever, and to require benefici-
aries to make up the $40 bfflion loss in
benefit cuts. Amendments were of-
fered to immediately advance the age
of full retirement under social security
from 65 to 68, with a reduction in
benefits for those forced to leave the
work force before the age of full re-
tirement. I voted against each of those
amendments and an pleased that the
Senate overwhelmingly disapproved
them.

Other Members of Congress favored
resolving social security's problems
through even higher taxes than those
approved by the National Commission
on Social Security Reform. If taxes
alone were used to meet the long-term
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deficit, by the year 2035, the combined
social security and medicare tax rate
would be 28 percent of Income. 1 am
pleased that the Congress rejected any
effort to Increase taxes beyond the in-
creases already approved by the Com-
mission.

Still others have suggested allowing
the social security system to continue
to borrow from the trust funds for the
medicare health Insurance program
and disability insurance. To do so
would bankrupt all three funds by the
middle of next year. That is dissolu-
tion, not resolution. The Congress
could have required coverage under
social security of all current Federal
employees. Fortunately, it did not,
The committee could have also taxed
all social security benefits, as most iri-
vate pensions are taxed. Xt did not.
Any other means of addressing social
security's problems would have forced
one segment of our society to suffer
disproportionately.

The fourth reason could support
this package is that it contains several
very beneficial provisions to assist the
low-income elderly, to somewhat alle-
viate the tax burden on employees,
and to elimInate disincentives to the
employment of elderly individuals who
want to work.

The legislation before us would
allow an additional payment of $2 to
indivldul and © to couples who, be-
cause of their low income, qualify for
supplemental cecurity Income. For the
poorest of the elderly the additional
onds will comnnsatc fully for the
delay to social se©urity cost-o?4Mu
adjustments.

Elderly women who are widows ao-
count for two-thirds el? eli the elderly
living below the level of poverty. They
are assisted by several previsions in
this legislation. Creator benefits ore
proposed for divorced or disabled
widows and widowers who remarry. Di-
vorced spouses for the first time will
be able to claim benefits based on
their former spouse's retirement
record, even if the former spouse has
not yet claimed those benefits.

As I have mentioned, there are many
provisions In the social security pack-
age which I strongly oppose. During
the Senate's debate, aóme of these
provisions were taken out, some were
not, The legislation approved by the
Conference Committee would require
the inclusion of new Federal empIoy
ees under social security beginning in
1984. I voted against this change. Sen-
ator LONG offered an amendment In
the Senate which would have required
the Congress to enact a supplemental
civil service retirement program before
including Federal employees under
social security. Senator LONG'S amend-
ment, I would point out, would have
required the immediate inclusion of
Members of Congress under social se-
curity even If a supplemental plan was
not enacted. The amendment was a
reasonable one. The amendment
would have allowed the Congress to
determine how the solvency of the
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civil service retirement program could
be affected by this change before man-
dating coverage of Federal employees.
I am deeply disappointed that the
Conference Committee rejected this
compromise.

Other provisions. In the Senate bill
would have assisted elderly Americans
who work and who are receiving social
security benefits. The legislation ap-
proved by the Senate would between
1990 and 1994 have eliminated the so
called earnings limitation. Under cur-
rent law social security benefits are re-
duced by $1 for every $2 earned in
excess of approximately $6,(IUO. Many
elderly Americans who have chosen to
continue working or who are forced to
work because of the Inadequacy of
their benefits have been needlessly pe-
nalised by this earnings limitation.
The committee acted wisely in elimi-
nating the earnings 2est. ut this pro-
vision. regrettably, was not adopted by
the Conference Comraittes. The con-
ference agrees only to slightly increase
the overall amount wblch could be
earned before reducing benefits. Retir-
ees would lose $1 In benefits for erery
$ earned above ppruximately $DOO.
This is inadequate.

De&uite the conference committee's
decision in this matter, despite s the
concerns which I have about lndidu-

elets of the social security pack-
age, It is my duty, It is the duty of the
entire Congress to adopt this IegrIn-
tion to Insure the solvency vi the
social security yIem now and in the
futurs.

Mr. Preddent., in t94,
Vermont woman, Mrs th Moe Fuller,
received the first social security cheek
ever issued. Social security, the great-
est social program devised by this or
any other nation. has endured for
more than four decades. It was there
for Mrs. Fuller. It was there for her
descendants, It shall endure for dec-
ades to come. That Is what this legisla-
tion insures.

applaud the members of the Na
tional Commission on Social Security
Reform for working in a bipartisan
fashion to recommend solutions to the
problems facing the social security
system. And applaud Members of
both parties in the Congress for agree-
ing to the Commission's recommenda-
tions, This landmark legislation reaf-
firms and strengthens this Nation's
commitment to those who are elderly
today, those who will be elderly tomor-
row.

The PRESIDING OWICR. The
Senator from Nebraska.

Mr. EXON, Mr. President, will the
chairman of the Finance Committee
please respond to my earlier question,
which he indicated he would respond
to, about the provisions that I under-
stand were knocked out on the pay-
ment of social security to aliens? I am
sure he wanted to give me an answer.

Mr. DOLE. I have given the material
to the distinguished Senator from
Iowa.
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Mr. President, I will state what the

conference agreement does, and then I
will ask that we hear from the Senator
from Iowa, who participated in those
discussions. At this point, however, I
want to satisfy the Senator from Ne-
braska.

The conference agreement would
suspend the payment of benefits to
any alien receiving benefits as a de-
pendent or survivor of an Insured
worker, whether or not the worker is a
U.S. citizen, when that alien benefici-
ary has been outside the United States
for 6 consecutIve calendar months.
Alien auxiliary benefIciaries who could
prove that they had lived in the
United States for a total of at least 5
years during which their relationship
with the worker was the same as the
relationship upon which eligibility for
benefits Is based—for example, spouse,
child, parent—wouid be exempt from
the suspension of benefits. Children
would be deemed to meet the i-year
residence requirement if the n.denc
requirement could be met by the
child's parents.

That deals primarily with depend-eu
Now I will yield to the Senator from

Iowa, who in addition to the Senator
from Nebraska nd the Senator itwm
Oklabo (Mr. Nwn,ss)., had an in-
terest in this matter. Altisuh we did
not got eli we wanted, I thou we
had satisfIed omo of their conecrn. I
regret that had no called the 8ena-

from Nebraska ersonsUy.
Mr. GRACSLEY, Mr. President, the

Senator is correct We had raised
three areas of concern in this bill deal-
ing With wisns) and one of the thrc
was taken care o!—and even mere ado-
quatoly taken care of than In the bill
that passed the Senate.

The one arca of illegal aliens sug-
gested by tire Senator from Oklahoma
tMr. Nxc.us) was dropped by the con-
ferees, I hated to have It dropped, but
It was dropped because of not having
enough support on the House side, be-
cause the Representative from Texas
(Mr. Pscxsa) had promised hearings
on that point of view. The RepubIi
cans and the Democrats on the House
side were willing to go along with that
promise to have that problem taken
care of later.

Then we had the problem of the
worker nonresident alien, who we took
care of on the Senate side by denying
hiss any income from social security
beyond the amount of money he paid
in, plus interest. On that point, I, too,
am disappointed that It was not in-
cluded by the conferees.

However, I will say this: Of all three
problems, probably the one dealing
with dependents and survivors Is the
one that is most costly, and that one
has been dealt with, and even dealt
with more adequately in the confer.
ence report than was dealt with by the
provision as it passed the Senate.

So I am one of those—like many
others here—who are not totally satis-
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fied with the way the conference com-
mittee dealt with my contribution to
the package. But here, again, it Is
something. We have never dealt with
these issues before. It Is a start, and
we hope there will be greater accom-
plishinents down the road.

With or without provisions on aliens,
I am going to support the provisions,
because I am not going to let down the
36 mIllion Americans who depend
upon social security. Consequently, I
am going to support the compromise.

Mr. President. we have finally
reached that point when we must
make a decIsion on the fate of the
social security system. We are all
aware of the hard work and bargain-
ing that shaped this package. Once
again, I want to compliment all the in-
dlvlduais who served on the Cominis-
sion and their staff for their tremen-
dous efforts. Without the foundation
laid by the Commission report. I fear
we would not now be within the grasp
of final passage.

As I have indicated previously, I was
cftssatlsfied with the original plan rec
ommended by the National Commis-
sion. It left a third of the long-term
problem unresolved, and placed far too
heavy an emphasis on tax increases.
We in the Senate Finance Committee
were able to modify and supplement
that plan until it was acceptable not
only to myself, but to 17 of my col-
leagues. With further modifications,
the bill passed the Senate by an over-
whelming 88-to-9 vote.

With the arrival of the conference
report we.. are at the end of that
amending and fine-tuning process. We
now have one last vote to cast. From
the thne the plan left the Commission-
ers' hands to the present, it has been
shaped and amended to achieve the
broadest possible support.

By way of the conferees' decision, we
have moved up the effective date of
the so-called COLA stabilizer, and
have therefore provided a reasonable
fall-safe plan. The Senate Finance
Committee had adopted a prudent and
fair fail-safe measure with Senator
LONG's committee amendment, but I
can also lend my support to this alter-
native. Although the Senate had opted
for a combination of measures to solve
the long-term funding gap, I find the
Rouse's version of the retirement age
increase to be acceptable.

I am able to support this ultimate
plan for several reasons. While it still
contains many provisions I could not
support in isolation, it is obvious care-
ful and precise negotiations went into
the construction of such a compro-
mise. I have outlined on numerous oc-
casions those provisions I endorsed,
and those which I found difficult to
accept. I will not further elaborate on
every provision and the merits of each.
Suffice it to say that I am willing to
vote for this plan in order to signal to
every American that we are committed
to socal security and its preservation.

We have been playing politics with
this issue fOr far too long. We have

caused a great de of fear and uncer-
tainty hi the min of a great many
citizens mnd workers. We have et a
good many Anericin$ down with our
past efforts mn reoIving problem areas
in social security.

With the passage f this bill we can
say to this Nato's elderly: "You will
get your eneft ©hcks" To the cur-
rent workers, we can assure them that
a plan will be there when t s their
turn to collect.

No one s claiming this bill s a per-
fect phn, but ft dce meet both the
short• and llong•term needs In funding,
and does so in a manner which causes
every individual touched by socIil se•
curity to share in the sacrifices requi-
site to return the system to solvency.
Those goals have guided my de1ibera
tions throughout this long process,
and I am therefore able to lend my
support to this social security pckage.

The PRESIDING OFFICER. The
question is on agreeing to the confer-
ence report. The yeas and nays have
been ordered.

Mr. DOMENICI addressed the
Chair.

The PRESIDING OFFICER. The
Senator from New Mexico.

Mr. DOMENICI. Mr. President, I
came here tonight truly undecided. I
spent a few hours looking at the
matter, and I think the majority
leader is right. We should adopt the
conference report. If it does not have
everything we want in it, I think we
have an ample opportunity to fix it.

I think those who are undecided
ought to decide whether or not their
precise and specific objection is worth
as much as the social security system.
That is the balance—a system that has
served us well, and It is serving mil-
lions of Americans. If you look at it
that way, I think you cannot come out
any other way than to say that, with
all our faults, we have come up with
something relatively good in terms of
trying to save the basic system on
which so many people depend. I hope
we will adopt the conference report.

Mr. BRADLEY. Mr. President, I
know it is late, and I shall be brief.

I ask my colleagues before they cast
this vote to think of the senior citizens
that they have talked with in the last
2 years. Think of the faces that they
have seen, the fear and confusion.
Think of the looks that they have
given you as a Senator in their belief
that indeed you might make it right.
Think of the workers that you have
talked to in the last couple years, who
have seen their taxes go up 363 per-
cent since 1972 and heading higher,
who do not believe you when you say
indeed you think you can get a solu-
tion and might actually convince them
that social security will be there when
they are ready to retire.

Mr. President, social security is the
best expression of community that we
have in this country today.

This has been a long and painful
battle. I hope the Senate tonight,
though, will reaffirm the bonds of
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that community and uprt this con-
ference report.

Mr. STENNIS. Mr. Preid€nt, I sh11
not detain the Senate.

Mr. President, let me eornent that
we had first.class debate here tonight.
This is like old times. Both sds p1en
didly presented these maj©r points of
great concern and farreaching onse.
quences.

I sum up my position by ust saying
that I wish some f these provisions
were better, but we have to have a
plan that Is sound nd dependable,
and I think the time ha ©cme, as the
majority leader said, wer we have to
have it now.

The faults of this bil are human
faults because we had some of the
finest talent collected In modern times
on this far-reaching problem.

I am glad to support the bU.
Mr. ABDNOR. Mr. esdet, today

marks another historic moment in the
history of the social security prograni.
I commend my colleagues for reaching
a consensus on this Important issue.
The task was not easy because widely
varying views exist on the purpose and
objectives of social secwity. I also
extend my heartfelt thanks and grati-
tude to the members of the National
Commission on Social Security
Reform, whose leadership and courage
forged the foundation of the legisla-
tion now before us.

In addition, many organizations
have made substantive contributions
to this legislative effort. Among them
were the Employee Benefit Research
Institute, American Enterprise Insti-
tute, American Association for Retired
Persons, Heritage Foundation, Cham-
ber of Commerce, and National Feder-
ation of Independent Business. I was
hnpresseU with the sound, sensible,
and practical suggestions of these
groups. Their involvement wa con-
structive and provided valuable ideas.

Besides receiving information from
these organizations representing
people throughout the Nation, I also
received suggestions and comments
from hundreds of South Dakota citi-
zens during the past year. Their input
was very helpful and revealed to me
the concerns and expectations of
people of all ages and incomes.

The social security system has been
in existence for a'most 50 years. The
program has survived many social and
economic changes, and today resem-
bles only partially the original plan.
Our Nation places the elderly in
prominence and high regard and has a
strong social commitment to assisting
disabled, and social security properly
addresses those priorities. In the
1960's the need for health care assist-
ance was recognized and medicare was
created to attend to providing elderly
and certain disabled citizens with
medical services at reasonable rates.
When our economy was subjected to
inflation, the Congress benevolently
protected social security beneficiaries
with cost-of-living adjustments.

CONGRESSIONAL RECORD — SENATE
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None of these major changes is bad;

on the contrary, providing income and
health security to these citizens
strengthens the economic and social
framework of the Nation. It speaks
well of the integrity of our society.
What concerns me, however, is wheth-
er we as a nation can afford to extend
further such generosity and charity.
We Members of Congress must seek to
answer important and arduous ques-
tion about what our economy can pro-
vide In benefits.

Twice in the past 6 years the social
security system has been brought to
its knees. Benefit payments have far
exceeded contributions for years, the
undisputed outcome being trust fund
depletion, Before the 1977 corrections
were adopted, a wave of insecurity
swept over the elderly of America; the
same disturbing occurrence is taking
place today. I find it ironic that the
Congress cannot quell the fears felt by
the American public. What have we
done to cause this, and what can be
done to restore the confidence of the
people?

We must be realistic, We must be
truthful. We must restore this promi-
nent social institution to accommodate
our desires within our means. Econom-
ic and demographic forces are dynamic
influences on the financial condition
of the social security system, and we
owe it to all Americans-.--both contrib-
utors and beneficiaries-.-to implement
policies which are fair to everyone. We
cannot escape the fact that a dollar
more in benefits is a dollar more
burden to the taxpayer. We must
admit there is no "free lunch."

We cannot ignore the fact that the
number of persons over the age of 85
is growing twice as fast as the popula-
tion as a whole. We must accept the
fact that In the future fewer workers
will be supporting each retiree. Adjust-
ed for inflation, a person retiring in
1960 can expect to receive $7 in bene-
fits for every dollar contributed, Even
the 1980 retiree can expect to receive
more than twice the amount in bene-
fits than was paid into the system. No
private pension plan gives retirees
such an excellent return on Invest-
ment. Where will the money for bene-
fits come from then?

The answer is easy enough: today's
taxpayer; it is just hard to admit, No
longer is social security a "pay as you
go" system. The initial employee pay-
roll tax was a maximum of $30 per
year and stayed that way until 1950.
Adjusted for inflation, that figure
would be about $180 today. But the
average worker today is paying over
five times that a,znount—$1,000---in
annual payroll taxes. Is it fair for
today's workers to endure an ever-in-
creasing burden to support our Na-
tion's elderly? social security taxes
were increased dramatically in 1977. In
fact, one-fourth of American taxpay-
ers now pay more into social security
than they pay in income taxes. De-
spite these awesome taxes, the trust
fund is still going broke. Tragically,
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young persons sense the futility of
their contributions. In 1981, a study
indicated 70 percent of persons aged
18 to 29 doubted that their full bene-
fits would be paid.

And, let us remember, the young of
today are tie elderly of tomorrow.
Our obligation is no less to the elderly
of tomorrow than to the elderly of
today. After social security is put back
on a sounder footing by our action
today, I recommend that this body
continue to pay attention to the issue
of retirement Income, security. We
have a strong nation comprised of
strong people. Let us reevaluate the
Government's role in retirement plan-
ning.

We are off to a good start already.
In 1981 we provided a new incentive to
save for retirement. What a great idea
it was to allow all Americans to start
individual retirement accounts. Mil-
lions of workers are also involved in
pensions, Keogh plans, annuities and
other saving and Investment opportu-
nities. In 1950 ,botit 25 percent of all
private sector workers participated in
private pension plans. That figure is
almost double today, and after the
turn of the century, over 85 percent of
all workers will be eligible for pension
benefits. It is encouraging that more
and more workers are wisely planning
for the future.

The asset and equity base of retired
people is solid and growing. Over 10
percent of all retired persons live in
owner-occupied houses. In fact, 75 per-
cent of retired home owners reported
no mortgage on their residence. Sav-
ings, other financial assets, land and
business ownership comprise other
major assets owned by retirees. Over
half of all social security beneficiaries
have other sources of income; one-
third have income sources which
exceed their social security payments.
The fact is most elderly persons have
a secure financial future. Not surpris-
ing]y, 80 percent of all eligible workers
opt for early retirement

I mention this to stress the impor-
tance of regarding social security as a
program to augment other retirement
'planning. The Government cannot
provide everything for everyone retir-
ing. For those who have not had the
fortune of adequate preparation for
retirement, this program offers addi-
tional assistance. Not by accident does
social security extend a greater share
of benefits to lower Income house-
holds; it does so by design and with
the support of the American people.

Nothing would do more to insure a
bright outlook for social security than
a healthy, growing economy, As our
Nation's ability to produce increases,
our standard of living increases as
well, and as does our capacity to pro-
vide more to all facets of our society.
As personal income grows, the payroll
tax base grows, Since present taxes are
paying for current benefits, our ability
to provide those benefits is enhanced.

I am encouraged by the recent trend
of Congress to devote more attention
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to economic matters. We owe it to the
American public to adopt Federal laws
and fiscal and monetary policies which
foster economic incentives and pro-
mote ample saving and Investment.
Through those actions future growth
can be sustained.

The historical annual real growth
rate of our economy since World War
II is around 3 percent, but in the last 5
years our performance has fallen far
short of that average. If our economy
would grow by just 2 percent a year in
real terms for 10 years, our wage and
salary base would expand by more
than $300 billion. Most of the increase
would be subject to social security pay-
roll taxes, thereby improving the trust
fund substantially.

As our economy recovers from the
current recession, let us not forget the
harm caused by the unfortunate side
effects of Inflation. All saving and in-
vestment pools—Including the social
security trust funds—cannot with-
stand another bout of Inflation. Price
increases depreciate the value of our
savings and take away purchasing
power from those on fixed incomes.
Each one percentage point of inflation
costs the trust funds an additional $1.5
billion every year. Inflation can also
erode the asset base of people saving
for retirement, In 1980, elderly people
possessed some $4 billion in financial
assets, Because Inflation was 13.5 per-
cent, most assets earned a negative
rate of return; the net result was a de-
terioration in their financial picture.
The uncertainty caused by inflation
should not be tolerated in the future.

To insure the long-term solvency of
social security, let us strive to main-
tain fairness to all. If our standard of
living rises, let all share in the pros-
perity; but if economic problems befall
America, let no segment of society
bear a disproportionate share of the
burden.

To protect the financial foundation
of social security from economic un-
certainties of the fij, we must keep
the program flexible. The so-called
fail safe provision to modify cost-of-
living adjustments during periods of
trust fund shortfalls Is a fair approach
to protect both beneficiary and tax-
payer. This type of built-in flexibility
can only strengthen the system.

I am not only optimistic about the
future of America and social security;
I am excited, We are rebuilding our
economic base today and creating op-
portunities for tomorrow. Cooperation
is the key to a successful future. We
can keep our country strong by unit-
ing people of all ages and incomes. Let
us keep social security—a cornerstone
of income protection—an institution
we can believe in and depend on. The
best way to accomplish this is to pro-
mote fairness and equity.

Again, Mr. President, I join my col-
leagues in supporting the legislation
before us. On behalf of all citizens, we
are sustaining one of the most worth-
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while programs of the U.S. Govern-
ment.

LkGISLATIV HISTORY FOR SOCIAL SECURITY
COMMON PAYMASTER PROVISION

• Mr. GORTON. Mr. President, I
want to commend the conferees for
their fine work on this vital legisla-
tion, and to comment on one of the
Senate amendments which corrects an
unintended double payment of the Un-
reimbursable employers' share of
FICA by the regionalized medical
school for the States of Washington.
Alaska. Montana, and Idaho.

The House and Senate bills and the
conference report extend social secu-
rity coverage on a mandatory basis to
all employees of nonprofit organiza-
tions. As a result, employees of such
organizations who are also employed
by a State university of a State which
has agreed to provide social security
coverage to its employees under sec-
tion 218 of the Social Security Act
would have been, without this amend-
ment, subject to unreimbursable
double payment of social security
taxes. Although present law prevents
such double taxation where the em-
ployers of the same Individual are re-
lated corporations—section 3121(s) of
the Code—or are instruments of politi-
cal subdivisions of the same State—
section 218(e)(2) of the Social Security
Act, there Is no provision which would
prevent double taxation where one
employer Is a nonprofit organization
and another employer Is an instrument
of a State. Indeed, since exempt orga-
nizations up to now could voluntarily
decide whether or not to participate in
social security, such a provision was
not needed.

By mandating participation in social
security, the bifi has eliminated the
only mechanism to avoid double tax-
ation and created the need to allow
exempt organizations to have equiva-
•lent relief to that available through a
"single paymaster" system.

The amendment is specifically de-
signed to prevent double taxation
where one employer is a State univer-
sity medical school and the other em-
ployer Is a related nonprofit organiza-
tion which also employs faculty mem-
bers of such medical school. At least
30 percent or more of the orgarnza-
tion's employees must also be em-
ployed by such medlcai school.

Under the amendment adopted in
the conference report, a State univer-
sity and nonprofit organization which
meet the stated requirements are con-
sidered to be related corporations
under section 3121(s) of the Code. Fur-
thermore, solely for purposes of sec-
tion 3102, 3111, and 3121(a)(1) of the
Code, a portion of the remuneration
actually paid by the nonprofit organi-
zation from its own funds and on its
own paychecks will be deemed to have
been paid by the university. Such re-
muneration will not be subject to the
section 3102 deduction from the em-
ployee's •wages or to the section 3111
employer tax since employment by a
State is not subject to social security
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taxation under sections 3101, 3102 and
3111 of the Code. Such employment Is
subject to social security coverage only
pursuant to section 218 of the Social
Security Act and cr the purpose of
that section, a university meeting the
requirements of amendment will
not be deemed to have paid any
amounts actually paid by the nonprof-
it organizaton Therefore. there s no
question that the meidment does not
affect the duty of a State university to
report wages subject t social security
or to pay or make a return of social se-
curity contribuUons.

The portion of remuneration paid by
the related nonprofit organization
which is deemed paid by the university
Is that portion which, when added to
the total amount ©ff remuneration ac-
tually paid by the university during
the entire ca'endar year, exceeds the
social security wage and contribution
base. If the employee by the end of
the calendar year has been paid less
than the wage and contribution base
by the university, that part of the em-
ployee's remuneration from the non-
profit organization needed to bring his
entire compensation up to the wage
and benefit base will retain its charac-
ter as wages paid by the nonprofit or-
ganization and therefore will be sub-
ject to the social security tax. If the
employee by the end of the year has
been paid an amount equal to or great-
er than the wage and contribution
base by the university, then the entire
amount paid by the nonprofit organi-
zation will be considered as paid by
the university. Thus, where the em-
ployee's total wages from both the
university and the nonprofit organiza-
tion exceed the wage and contribution
base, it Is intended that social security
contributions will be made in full on
the base amount but will not be paid
more than once. Similarly, where the
employee's total wages from both
sources do not exceed the base, social
security contributions will be made on
the full amount paid to the employee.

The determination of whether remu-
neration paid by the nonprofit organi-
zation, when added to remuneration
paid by the university during the cal-
endar year, exceeds the wage and con-
tribution base will be made through-
out the year as wages are paid to the
employee. Any excess amounts deduct-
ed from an employee's wages by the
nonprofit organization would be recov-
ered by the employee under sections
31 and 6413(c) of the Code. Any excess
amounts paid as an employer tax by
the organization will be treated as
amounts paid n error. Of course, the
organization will be deemed to have
sufficient knowledge of the error to be
able to correct it with respect to each
employee only when the organization
has sufficient knowledge to be able to
determine the total amount of the
excess paid for the entire taxable year.
Usually, the organization will have
such knowledge in whichever of the
following social security reporting pe-
riods occurs first during the year: The
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period in which remuneration to date
paid by the university to the employee
reaches the wage and contribution
base, the period in which the employ-
ee permanently terminates employ-
ment, or the last reporting period for
the calendar year. Any overpayments
of the employer tax will be the subject
of a claim for refund or credit by the
nonprofit organization h the social se-
curity reporting period n which the
organization first has ufflcent knowl-
edge of the error to correct it or n the
next subsequent reporthg period.•
• Mrs. HAWKINS. Mr. President, I
want to join my colleagues in praising
the 15 members of the National Com-
mission on Socia' Security Reform,
who contributed a great deal of their
energy and valuable expertise to solv-
ing a very grave crisis th our country.
In December 1981, President Reagan
gathered together these experts to
review the current and long-term fi-
nancial condition of the social security
trust funds, to identify the problems
that may threaten long-term solvency
of the funds, to anaiyze solutions to
such problems, and to make recom-
mendations to Congress. Such a major
undertaking requires great skill, deter-
mination, and, above all, patience.
While I do not concur with all their
recommendations, I believe they
should be commended for successfully
accomplishing a mission once thought
to be impossible.

I have always been a strong support-
er of the social security program be-
cause of its spirit and intent. While
Florida is the seventh largest State in
terms of population, Florida ranks
third in the total number of Social Se-
curity beneficiaries. In 1981. the total
amount paid from retirement, survi-
vors, and disability Insurance trust
funds was $140 billion. Florida re-
ceived $8 billion of that amount,
making Florida the fourth largest
State in terms of social security re-
ceipts. I have consistently fought to
insure that all elderly Americans are
afforded the retirement they have
earned. My record, during my first 2
years as a U.S. Senator, on this Issue
speaks for itself. I have never voted to
cut or reduce benefits. I voted five
times to restore the minimum benefit.
I voted 12 times against any attempt
to reduce, modify, or delay cost-of-
living adjustment of social security,
Federal, and military retirees. I voted
to authorize interfund borrowing to
insure that all social security benefits
are paid in a timely manner. Last year
during consideration of the first con-
current budget resolution, I sponsored
an amendment to Insure Federal and
military retirees a 4-percent COLA in
1983, instead of no COLA at all, as
proposed in the budget resolution. Al-
though my amendment was defeated
on the Senate floor, the House and
Senate conferees agreed to give these
retirees a 4 percent COLA in 1983.

Thursday, after 6 days of debate on
the social security reform legislation, I
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voted for H.R. 1900 as amended, reluc-
tantly. This legisiation, based on the
Commission's recommendations, is a
very fragile compromise. While there
are some provisions with which I dis-
agree, it does make many worthwhile
reforms. But what really prompted me
to vote for this bill was sheer necessi-
ty. If Congress did not act immediate-
ly to make some changes in the social
security program, benefit checks
would be delayed indefinitely. This
legislation is not perfect but I voted
for this legislation because it will pre-
serve and protect the social security
system for the time being. Some provi-
sions are absurd but I cannot make
the perfect the enemy of the good.
• Mr. LEVIN. Mr. President, I am

• going to support the conference report
on the social security package because
it represents the best available hope of
insuring the solvency of the system,
both in the short and long run, and it
contains critically needed provisions
for the unemployeed.

But as a compromise, it includes ele-
ments which, standing alone, I could
never support. Raising the retirement
age to 67 by the year 2027 risks impos-
ing significant burdens on those work-
ers who are engaged in strenuous ac-
tivities. During Senate consideration
of this bill, I supported the Bradley
amendment which would have taken
steps to soften the Impact of increas-
ing the retirement age on these work-
ers. Unfortunately, t was not adopted.
However, between now and the year
2000 when the phase1n will begin over
a 6-year period to age 66, the Congress
must monitor c1oe1y whether the im-
provements in health care are likely to
be reflected in the Increased stamina
of workers in order to determine if in-
creasing the retirement age is a realis-
tic and humane goaL

Further, the tax increases which
have been imposed on self-employed
Individuals, even after taking Into ac
count the tax credit designed to ease
that burden, stretch to the limit what
this segment of our work force can be
expected to absorb. These tax in.
creases, along with those affecting all
other workers, only merit considera-
tion when they are part of a package
which have as its goal something as
important as guaranteeing the Solven-
cy of the social security system.

In addition, the coverage of new
Federal employees in social security
without having first set up a supple-
mentary pension system for them is a
precipitous action. Fortunately, this
coverge will not begin until 1984,
leaving the Congress some time to ad-
dress this situat,ion in an equitable
fashion.

These are just some of the concerns
I have about this package. They are
troubling. But there is for all of us one
overriding concern—saving the social
security system. It is primarily for this
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reason that I am vUng for the pack-
age.

Some further points. I am pleased to
see that this 1egisaUon includes an ex-
tension of the Federal supplemental
compensation program, which pro-
vides unemployment benefits on top of
both the regular State benefits of 26
weeks and the extended benefits of 13
weeks for which some States are eligi-
ble. This program has been set to
expire on March 3 an s now ex-
tended to September 30. In the first
week of this session of the Congress I
introduced legislation to extend the
program until September 30, and I am
pleased to see this proposal included
as part of the package. Also, this bill
contains up to an additional 10 weeks
of unemployment benefits for those
workers in Michigan who will have ex-
hausted their Fedra unemployment
benefits by the end of this month. The
people of Michigan, who are now en-
during the 39th consecutive month of
double digit unemployment need this
extra assistance.

In addition, I was pleased to see that
the conference report retains the
amendment that I offered which will
do away with the requirement that
Michigan pay interest on the Interest
it owes for loans it has taken out from
the Federal unemployment trust fund
and on which it has deferred payment.
This amendment will save Michigan
$11 xnllllon over the next 3 years. At a
time of flscai crisis on the State level.
every little bit helps. For the same
reason, I was also pleased to see that
the package includes a reduction in
the rate of interest charged on these
loans for those States, like Michigan,
which are willing to take extraordi-
nary steps to improve the solvency of
their State unemployment compensa-
tion programs.

I regret, however, that the conferees
did not retain two other amendments
which I offered and which were passed
by the Senate. The ffrst amendment
which I offered with strong bipartian
support, would have given widows be-
tween the ages of 55 and 60 a transi-
tion social security benefit for 6
months so that they could have a
chance to adjust to the death of their
spouse and to the requirements of the
work force, which they may be enter-
ing for the first tilme in 20 or 30 years
after a lifetime of service to their hus-
bands and families. I have been seek-
ing action on the issue of the "widow's
gap" since October of 1981, and I am
Indebted to Eva Baclawski, president
of the WIdows Organization of Dear-
born, Mich.. for bringng this Issue to
my attention. The cost of this amend-
ment wa modest and well within the
capacity of a soivent sccial security
trust ftnd, e pursuing this issue
again during the Thearings before the
Finance Comttee which have been
promised on tith issue and am pleased
that the chaIrinn will be supporting
my effort in this regard.

The second amendment which I of.
fered but which did not survive the
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conference pledged the full faith and
credit of the United States in support
of the payment of accrued benefits
under the civil service retirement
system to past and present Federal
employees, Although my specific lan-
guage was dropped in the conference, I
am p1eaed to see that it gave the
Senate conferees' leverage so that
they could successfully insist on the
language in the original Senate bill
which contained some asura.nces to
current and retired Federal employees
that the House version 1ackd.

The conference report on the social
security package has many flaws. If I
had been able to, I would have done
some things differently. But the social
security system muzt be saved, and
Federal unemployment benefits must
be continued and Improved. This pack-
age will help to do these things.
• Mr. MOYNIHAN. Mr. President, to-
night the Senate concludes its work on
legislation that is, I believe, of truly
historic significance. It is significant, I
would suggest, not only because it was
difficult to pass—though it was—and
not only because the social security
system's solvency is maintained—and
it is—but because this Congress has
demonstrated that it possesses the
ability to govern.

Of late it seems to have become
somewhat fashionable to denigrate
our system of government—to suggest
that Government, and not this or that
program or policy, Is. at bottom, the
problem. I fear that some have forgot-
ten just how precious a free and demo-
cratic government is. Tonight we have
preserved one of Franklin D. Roose-
velt's crowning achievements. But
even more, we have come to grips with
a politically explosive Issue of great
Importance to tens of millions of
Amer1can—and we have fashioned a
SUCceSsful compromise acceptable to
the majority of both Houses. In so
doing, we have demonstrated that our
system of government deserves the re-
spect and trust of. the people it repre-
sents.

Mr. President, it is my conviction
that the bill before us today Is a fair
and just compromise. It is very much
like the set of recommendatio ap-
proved by the National Commission on
Social Security Reform, on which I
have the honor to serve.

No one of the Commissioners was
satisfied with every recommendation.
No one of my colleagues here today is
completely satisfied with every part of
this legislation. But the final bill re-
tains the basic elements of a package
which the Washington Post has gener-
ously described as being "as close to
absolute fairness as any socia' security
revision can ever be."

The Commission report did not in-
clude a recommendation for solving all
of the long-term social security financ-
ing problems. That was left to the
Congress. The bill that we agreed to in
conference raises the. retirement age
to 67 without cutting benefits as much
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as under the Senate version. In fact.
whereas under the Senate version
benefits would have been reduced by
an amount equal to 0.8 percent of pay-
roll. the final bill limits the benefit re-
ducion to 0.68 percent. This, I would
suggest, is a considerable improve-
ment.

I wuId like to conclude by extend-
irig my heartfelt appreciation for the
efforts of my colleagues who served
with me on the Comrnissior, and espe-
cially to the Senator frrn Kansas for
his treIess work on the Commission,
in the Finance Committee, and most
recently in the House-Senat.e confer-
ence. A great many other people have
devoted long hours and hard work
toward an end that is finally in sight,
and while I cannot thank each by
name, permit me to extend my sincere
gratitude. And to all my colleagues
here with me today, I share with you
in the pride of a truly historic achieve-
ment.•
• Mr. LAUTENBERG. Mr. President,
I am pleased to vote for passage of the
social security financing bifl to imple-
ment the consensus recommendations
of the National Commission on Social
Security Reform. The recent.financial
problems of the social security system
have placed benefit payments in jeop-
ardy. I find it unthinkable that elderly
and retired citizens should have to be
concerned that their monthly social
security checks will not arrive on time.
The legislation which the Senate has
approved assures that benefits will
continue to flow for the rest of this
decade and for a long time beyond
that. It should lay to rest the fears
and uncertainties of the people who
depend on social security for their live-
lihood.

The recommendations of the Nation-
al Commission on Social Security
Reform were dev1oped after a year of
study and debate. They represent a
compromise between conflicting points
of view on the proper balance between
the level of payroll taxes, the level of
benefits, and the role of general rev-
enues. Maintaining the integrity of
the package of reconunendUons,
keeping aJi the essential elements
intact, has been crucial to the success
of this effort to safeguard social secu-
rity benefits. In general, my own views
on the individual elements of the
package have been guided by the efd
to keep the compromise from falling
apart. I was not pleased with every
provision in the ifl, but I thought the
padage a. a voe achieved the very
ilnp3rnt goal of abiJ7.i1?g social
security system. Wor&ers aid bemfki
aries alike have some unpIeaant r.edi-
cine to take; however the rure shoul.i
be ltng. Te sytern will c trc to
funet.ion arid futfill its i qit -iiiion
of providing 'ita1 benvfts to retired
w'rkers, wkIow, orphans. and dis-
ab!'i op1e.

From a program providing old ge
bencfiis to workers in a limited
number of Job categories. ocial secu-
rity has grown to include workers in
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virtually all jobs, and their spouses,
children, and survivors. Benefits have
also been provided for people who are
unable to work because of a disabi1ity
and their families. These benefits are
protected from inflation through
annual cot-of-llving adjustments.
With 36 million beneficiaries and over
120 million workers paying taxes to
support the program and build their
own eligibilty for benefits, no other
Government program, except the mail,
affects the lives of so many citizens.
Social securily has been a success; it
must not be allowed to falter. The leg-
islation approved by Congress today
will continue t serve the needs of the
elderly and the disabled today and to-
morrow,

The major provisions of the bill in-
clude: De1ayng the 1983 cost-of-living
adjustment for 6 months, from July to
January, with future annual adjust-
ments coming every January; moving
up payroll tax increases already sched-
uled for 1985 and 1990; taxing one-hall
the benefits of high-income benefici-
aries; bringing new Federal employees,
and the President, Vice President, cur-
rent Members of Congress, and con-
gressional staff—into the social secu-
rity system begInning January 1, 1984;
and increasing the tax rate on self-em-
ployed individuals to equal the com-
bined rate of employees and employ-
ers. To offset the tax increase in 1984,
a one-time tax credit equal to the in-
creased payroll tax will be given to em-
ployees. The bill aLso includes several
provisions which will not have an
effect for a decade or more, including
phasing out the retirement earning
test for people 65 and older beginning
in 1990. gradually increasing the credit
for delaymg retirement beyond the
normal retirement age from 3 percent
to 8 percent between 1990 and 2010,
and gradually increamg the age for
full retirement benefits to 67, begin-
ning in the next century.

Mr. President, several features in
the leglslat,lon provide safety valves if
the economy does not do as weil as
projected and the system again needs
some short-term assistance to meet it3
benef it obligaLions. An immediate
lump-sum cash payment will also be
made from the general fund of the
Treasury to fance benefits provided
for military service before 1957, ir-
stead of the annual payments that
have beer made in the past.

During the Senate debate on this
bill a number of arnendment9 were o-
fered. One f th mo.t controver
and fficuli issues hivolved the
tion of inchding new FederJ empH.-
e-s undec t soca1 security
and th e1te-d quc.3tion 02 a j:z1'-
r'entary rUrmeat system fr
The bil befo L!rie &nate wotId
covered new Federal employtes ImciT
soia1 security, made no cha"; ifl
t}c exisUng civil servthe retre:i
system. As a result, n*w er.'.phiyces
would b payitxg Into both systems ani
receiving unnecessary duplicate cover-
age. Of strong and additional concern
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to me is the future soundness of the
civil service retirement system for cur-
rent employees. Federal employees
certainly have as much right to assur-
ances that their retirement benefits
will be paid in the future as do social
security beneficiaries. The Important
considerations in my thinking about
the Federal employees Issue were the
need to keep the social security pack-
age from falling apart and an absolute
commitment to protect the current re-
tirement system for Federal and
Postal employees. With these
thoughts in mind, I voted for the Ste-
vens amendment which would have al-
lowed the new employees to defer pay-
ments into the civil service retirement
system until a supplemental system
could be developed. When this propos-
al failed, I supported the Long amend-
ment to delay putting new Federal em-
ployees Into social security until a sup
plemental plan Is put into law.

Unfortunately the House version of
the social security bill did not include
protection simflar to the Long amend-
ment and the canlerence report resolv-
ing the differences between the House
and Senate bi1l failed to include It
either. I regret this inaction. Although
the social security legislation does not
address the concerns of current and
future Federal employees about their
retirement system in the years to
come, Congress must not ignore this
vital issue. I will do what I can to see
that the concerns of these employees
are given all due attention as soon as
possible.

Another amendment consith red by
the Senate dealt with the age for full
retirement benefits. The amendment,
which was defeated, would have raised
the retirement age to 68. I prefer that
the age remain as it is In existing law,
but I reluctantly accept the age 67
provision in the final bill. In return for
raising the age to 67, the conference
agreement has deleted a provision
which would have slightly reduced
benefits In the future.

Because of the increase in the retire-
ment age, during the Senate debate, I
supported the Bradley amendment to
establish a special disability program
to ee the effect of the increased re-
tirement age on workers who are not
healthy enough to continue wor!thig
but are not 111 enough to quAify or
the regular social security disability
program. This proposal was dfeated.

Current workers will hv to pay
s1igh y higher taxes 5OOfl'V th,n p*-
viously planned and bnef s v.111
have to wait few months f'r t!ir
b?mIts to catch up with flation.
The pr)$PCt f ttie.se thangrs wW it
b welcmed by wores who ta€s
vd1 o up or by thoe t'ris
nr their benefit increac n July.
1{ovcr, these sacrfict a not.
nearly ts undesirable a the alterna-
tive—which would be the failure of
social security o pay its benefits on
tiiitc. In addition, these cl'anges are
accompanied by some improvements in
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benefits and relief for taxpayers. All In
all, I was pleased to support the bill
which assures the continuation of the
social security system.•

Mr. PROXMIRE. Mr. President,
there Is one aspect of the prospective
reimbursement system that I would
like to discuss briefly with the man-
ager of the bill and that Is the matter
of separate urban and rural reimburse-
ment rates.

As I understand the bill, it provides
a separate reimbursement rate for
hospitals located In urban areas—re-
ferred to as SMSA's (Standard Met-
ropolitan Statistical Areas) and hospi-
tab located In rural areas often re-
ferred to a. non-SMSA's.

The logic underlying that distinction
is that the market basket of goods and
labor purchased by hospitals in urban
areas will be higher than tIose located
in rural areas, Those a.sumptions
have been challenged in some quarters
and the conferees wisely requested the
Secretary of Health and Human Serv-
ices to study that question and report
back to the Congress on the possibility
of a single nationwide reimbursement
rate In the future.

My concern s that, in the Interim,
there may be some extraordinary
cases which would result from a rigid
adherence to the SMSA/non-SMSA
distinction, and would require remedy
before we receive the Secretary's
report.

For examp1e in my own State, Wa-
tertown Memor!al Hospital faces a
problem based upon a fluke of geogra-
phy. Watertown Memorial Is one o
two hospitais 1oated just 12 miles
apart, which draw their employees
from the Oconomowoc labor market.
Under the coznniittee's bill, the one
hospital, which is located just inside
the SMSA line, would be reimbursed
at the higher urban rate; Watertown
Memorial which is located just outside
the SMSA line, would be reimbursed
at the lower rural rate. Needless to
say, both hospitals face the same labor
costs.

Thus, Instead of properly recogrdz-
Ing and reimbursing higher labor costs
as the SMSA/non-SMSA disUnctions
were meant to do the system In this
case inadvertently hurth one hospital
while treating the other hospital prop-
erly.

I fully recognize that the merits of
this case must ultimately be evaluated
by the Department of Health and
Human Services, Mr. PresMent. That
is only proper. But my cuestion to the
manager of the bill is this: Would the
Secretary have sufficient flexibility
under this bill to consider appeals
such as this one?

Mr. DOLE. Mr. President, the
answer to the Senators question is the
conferee8 recognized the fact that it
was Impossible to fully anticipate
every exceptional or extraordinary
case. That Is why we adopted a House
provision, enabling the Secretary, by
regulation, to make such adjustments
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or exceptions that the Secretary
deems necessary.

While the Senator recognizes that I
am not in a position to judge the
merits of the case he has outlined, the
Secretary would be given the opportu-
nity to identify different types of ad-
justments and exceptions.

I would hone that the Department
would use that authority very, very
sparingly. Exceptions criteria should
be carefully crafted to assure that
hardship cases are given careful con-
sideration without encouraging frivo-
bus appeals by other hospitals.

Mr. PROXMIRE. Mr. President, if
the Senator would yield on that point,
I agree completely. This Senator
would be the last one to support spe-
cial Interest exemptions to this new re-
imbursement system. The burden of
proof must remain on hospitals to
prove their case—cleaiiy, forcefully,
convincingly,

My sole concern is that during the
transition to this new system that the
Secretary have the flexibility to grant
hardship exemptions if they are war-
ranted by the facts. I an reassured by
the Senator's crnnments that this Is
the c&e.

I thank the Senator.
Mr. CIIAFEE Mr President, this

social security measure does not please
me totally just as it appaY'ently does
not please mary others. I was opposed
to Increasing the age of retJrement
above 65 and voted against it in the Fl.
nance Comttee. I likewise voiced my
disapproval of increasing the retire-
ment age 1 the conference committee
this afternoon.

Nonetheless, this was the best bill
we could get and we rniist pass this
legislation in order to insure the sol-
vency of the social security fund so it
will be there o pay benefits for mil-
lions of current retires and mllhiona of
future retirees.

The House was adamant on many
provisions, Including the retirement
age of 67.

It is my fervent hope that what we
have done in this measure will insure
the social security fund's solvency for
as long as we can foresee Into the next
century.

Mr. STENNIS, Mr. President, this
bill makes a fair start avid a seep for-
ward toward necessary reform of our
social security system, but it is by no
means a complete answer to the de-
mands of our present industrIal econo-
my and the needs 01? our people gener-
ally.

In the course of th debate, It hope
that all of us hare obtained a far
clearer view o ouir needs and the re.
quirements of fair system that can
be properly maintaJIned over the years.
The debate ha shown us that. we must
continue to have cUve congressional
attention to th problem of the social
security system each rear.

We must conttnue to provide careful
scrutiny to the operation of the
system so that in the future we do not
allow It to come as close to the point
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of collapse as it has now. We cannot
Just leave it alone now that we have
put together this reform package. We
must continue to watch it and super-
vise it closely. Setting social security
aside as a special function of the Fed-
eral budget will help us in this effort.

The Federal Government has an ob-
ligation to effectively police the entire
social security operation. Effective
management, sound administration,
and careful surveillance of the entire
system are essential. Just as we must
detect and eliminate waste, fraud and
abuse, so also must we InsIst on the
best business management of the
social security trust funds.

During the course of the debate we
have heard differing projections about
how much particular provisions of this
legislation will cost. In part these fig-
ures will depend upon how well the
system is managed, as well as upon
how our economy performs. This
merely points up the need for Con-
gress to contInue its oversight over
social security In order to insure that
the system remains solvent, that it
stands on a sound financial basis, and
that it Is operated in a responsible
manner.

Like most broad, sweeping depart-
ments or activities of Government,
there are some elements of this meas-
ure that I do not favor. However, after
a deep study during several months
concerning the present shortcomings
and conditions of our system, t is
clear to me that some drastic changes
must be made promptly. We must
build the system on a more sound
foundation and with adequate financ-
ing.

I accept and support the resont bill
In spite of it objecUonable feares
because it Is a new and sounder base
for an improved social security system
as a whole, and it can be further im-
proved with proper attention and dili-
gence by our present and future Con-
gresse3.

The PRESIDING OFFICER. The
question is on agreeing to the confer-
ence report.

On this question, the yeas and nays
have been ordered, and the clerk will
call the roll.

The legislative clerk called the roll.
Mr STEVENS. I azmounee that the

Senator from Oregon (Mr. HATFIELD),
the senator from North Carolina (Mr.
HELM3), the Senator from Nevada (Mr.
LAXALT) the Senator from Maryland
(Mr. MATHLs), the Senator from
Alaska (Mr. MuRowsKI), the Senator
from Oregon (Mr. PAcKwooD), the
Senator from Illinois (Mr. Pzcv), the
Senator 1ron Souta Dakota (Mr.
PRSSLE), the entor from Indiana
(Mr. QAYLE), the Senator from Dela-
ware (Mr. RoTH), the Senator from
Vermont (Mr. SmioaD), the Senator
from Texas (Mr. Tow), and the Sen-
ator from Connecticut (Mr. WZrCKER),
are necessarily absent.
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I also announce that the Senator

from Arizona (Mr. GOLDWATER), Is
absent due to illness in the family.

I further announce that, if present
and voting, the Senator from Arizona
(Mr. GOLDWATCIt), the Senator from
Alaska (Mr. Muaiwwsxi), and the
Seiiator from Connecticut (Mr.
WEIcKER), would each vote "yea."

Mr. CRANSTON. I announce that
the Senator from Texas (Mr. BENT-
sEN), the Senator from Florida (Mr.
CRILES), the Senator from Arizona
(Mr. DEC0NcINI), the Senator from
Missouri (Mr. EAcLETÔ, the Senator
from Co1orad (Mr. HART). the Sena-
tor from Alabama (Mr. Hur), the
Senator from Kentucky (Mr. HUDDLE-
sToN), the Senator from Hawaii (Mr.
IN0UYE), the Secator from Louisiana
(Mr. JoHsTo), the Senator from
Massachusetts (Mr. KENNEDY), t
Senator from Ohio (Mr. Mr7BAuM),
the Senator from Rhode Island (Mr.
PEUJ, the Senator from Arkansas (Mr.
PRYOR), and the Senator from Mary-
land (Mr. SBi.rEs) are necessarily
absent.

I further announce that, if present
and voting, the Senator from Rhode
Island (Mr. PEU.) would vote "yea."

The PRESIDING OFFICER. Are
there any Sena1ors in the Chamber
wishing to vote?

The result was announced—yeas 58.
nays 14, as follows:

(Rolicall Vote No. 54 Leg.]
YEAS—58

Dole
DG1enct
Drenberger
Ford
Ghm
Gorton
Grassley
Rawkin3
Recht
Hz,hiz
Rurnphrey
Jackso
Jepsen
Kasebaum
Kasten
Lautenberg
Leahy
Levin
Lugar
Matsuniga

NAYS—1 4
Hatch
Hoilings
Long
Matttng1
McClure

to.
Mr. MOYNIHAN. Mr. President. I

move to reconsider the vote by which
the conference report was agreed to.

Mr. BAKER. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to._

Mr. BAKER. Mr. President, if I were
not afraid that someone might laugh
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at me, I would announce that there
will be no record votes.

[Laughter.]
Mr. BAKER. Mr. President, there

are certain other matters that need to
be taken care of, but before I do that,
I promised earlier today that we would
keep the RECORD open so that Sena-
tors could insert statements.

Mr. President, I ask unanimous con-
sent that Senators may submit state-
ments relating to the social security
conference report for the RECORD
upon the reconvening of the Senate on
April 5. until April 8, and that such
statements be printed in the perma-
nent REcoiw prior to the vote on the
adoption of the conference report.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

March 24, .7983

Abdnor
Andrews
Baker
Baucus
Biden
Binganian
Boschwltz
Bradley
Bumpers
Burdck
Byrd
Chafee
Cochran
Cohen
Cranston
D'Aniat.o
DanIorth
Denton
Dixon
Dodd

Meicher
Mitchell
Moynihan
Proxmre
Rtndo1ph
ajegle
Rudman
Sa.cser
Simpson
Specter
Sennis
stevens
Thurmbnd
Trible
Tsongas
Wallop
Warner
Wilson

Ariiistrong
Born
Eat
Exon
Garn

Nickes
Nunn
Symrns
Zornsky

NOT VOTING-?8
Bntsen Innijye Preskr
Chiles Johnt.on Pryor
Deconeini Kennedy QuayI
EIeton Laxalt Roth
Go]dwater Mathias Sarbanes
Hart Metzenbaurn Sta1ord
Hate1d Murkowski Tower
Hefiuti Packwood Wicker
Helms Fell
Huddleston Percy

So the conference report was agreed
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98TH CONGRESS
1ST SEssioN

Directing the Clerk of the House of Representatives to make corrections in the
enrollment of H.R. 1900.

IN THE HOUSE OF REPRESENTATIVES

APRIL 7, 1983

Mr. PICKLE submitted the following concurrent resolution; which was considered
and agreed to

CONCURRENT RESOLUTION
Directing the Clerk of the House of Representatives to make

corrections in the enrollment of H.R. 1900.

1 Resolved by the House of Representatives (the Senate

2 concurring), That in the enrollment of the bill (IJ.R. 1900) to

3 assure the solvency of the Social Security Trust Funds, to

4 reform the medicare reimbursement of hospitals, to extend

5 the Federal supplemental compensation program, and for

6 other purposes, the Clerk of the House of Representatives

7 shall make. the corrections specified in the succeeding sec-

8 tions of this concurrent resolution.

9 SEC. 2. In title I of the bill, make the following correc-

10 tions:



2

1 (1) In section 101 of the bill—

2 (A) in subsection (a)(1)—

3 (i) in the proposed subparagraph (B) of

4 section 210(a)(5) of the Social Security Act,

5 strike out "before or after" and insert in lieu

6 thereof "before, on, or after", and

7 (ii) in the proposed clause (iii) of such

8 section 210(a)(5), strike out "United States

9 District Court" and insert in lieu thereof

10 "United States district court"; and

11 (B) in subsection (b)(1), in the proposed sub-

12 paragraph (B) of section 3121(b)(5) of the Internal

13 Revenue Code of 1954, strike out "before or

14 after" and insert in lieu thereof "before, on, or

15 after".

16 (2) In section 102 of the bill, strike out "after

17 January 1, 1984" in subsection (e)(1)(B) and insert in

18 lieu thereof "after December 31, 1983".

19 (3) In section 112 of the bill—

20 (A) in subsection (a)(4)—

21 (i) in the proposed subparagraph (C)(i)

22 of section 215(i)(1) of the Social Security

23 Act, strike out "1985" and "1984" and

24 insert in lieu thereof "1984" and "1983",

25 respectively,
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1 (ii) in the proposed subparagraph (C)(ii)

2 of such section 215(i)(1), strike out "1984"

3 and insert in lieu thereof "1983",

4 (iii) in the proposed subparagraph (F)(i)

5 of such section 215(i)(1), strike out "as of the

6 beginning of such year," the second place it

7 appears, and

8 (iv) in the proposed subparagraph (G) of

9 such section 215(i)(1), strike out "for the

10 preceding calendar year";

11 (B) in subsection (d)(1), in the proposed

12 clause (iii) of section 215(i)(2)(C) of the Social Se-

13 curity Act—

14 (i) insert "for the current calendar

15 year" after "OASDI fund ratio",

16 (ii) strike out "each calendar year" and

17 insert in lieu thereof "the preceding calendar

18 year", and

19 (iii) strike out "that year" and insert in

20 lieu thereof "the current calendar years";

21 (C) in subsection (d)(2), strike out "section

22 11 1(b)(1)", "section 11 1(b)(2)", and "sections

23 111(b)(2)" and insert in lieu thereof "section

24 111(c)", "section 111(a)(6) and (b)(2)", and "sec-

25 tions 11 1(a)(6), 11 1(b)(2),", respectively;

HCON 102 ATH



4

1 (D) in subsection (e), strike out "1984" and

2 insert in lieu thereof "1983"; and

3 (E) in subsection (I), strike out "1985" and

4 insert in lieu thereof "1984".

5 (4) In section 113 of the bill—

6 (A) in the proposed subparagraph (B)(i) of

7 section 215(a)(7) of the Social Security Act (con-

8 tamed in subsection (a) of such section 113),

9 strike out "the preceding paragraphs of this sub-

10 section" in both the first and second sentences

11 and insert in lieu thereof "paragraph (1) of this

12 subsection";

13 (B) in the proposed subparagraph (D) of such

14 section 215(a)(7), strike out "24 years" and insert

15 in lieu thereof "25 years";

16 (C) add quotation marks at the end of the

17 proposed paragraph (5) of section 215(d) of the

18 Social Security Act (contained in subsection (b) of

19 such section 113); and

20 (D) in the proposed paragraph (9)(A) of sec-

21 tion 215(1) of the Social Security Act (contained

22 in subsection (c) of such section 113), insert "(not-

23 withstanding paragraph (4) of this subsection)"

24 after "shall be recomputed".
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1 (5) In section 114 of the bill, after subsection (b),

2 add the following new subsection:

3 (c)(1) Paragraphs (2)(A) and (3) of section 202(w) of

4 such Act are each amended by striking out "age 72" and

5 inserting in lieu thereof "age 70".

6 (2) The amendments made by paragraph (1) shall apply

7 with respect to increment months in calendar years after

8 1983.

9 (6) In section 121 of the bill, in the proposed

10 paragraph (1) of section 86(b) of the Internal Revenue

11 Code of 1954 (contained in subsection (a) of such sec-

12 tion 121), add a period at the end of subparagraph (B).

13 (7) In section 122 of the bill—

14 (A) in subsection (a), in the proposed para-

15 graph (3) of section 37(c) of the Internal Revenue

16 Code of 1954, indent the last (flush) sentence of

17 subparagraph (A) 4 ems so as to align with sub-

18 paragraph (B); and

19 (B) in subsection (c)(7), reset the quoted ma-

20 terial in 10-point light-face type for table of con-

21 tents.

22 (8)(A) In the first section 125 of the bill (treat-

23 ment of certain faculty practice plans), strike out

24 "medical schools" in subsection (a)(1)(B)(ii) and insert

25 in lieu thereof "medical school".
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1 (B) Redesignate the second section 125 of the bill

2 (allocations to disability insurance trust fund) as section

3 126.

4 (9) In section 132 of the bill, in subsection

5 (b)(1)(B)(i)(I), strike out "excluding surviving spouses"

6 and insert in lieu thereof "excluding divorced spouses".

7 (10) In section 142 of the bill—

8 (A) in subsection (a)(2)(A), strike out clause

9 (iii) and insert in lieu thereof the following:

10 (iii) by inserting before the period at the end

11 thereof the following: "(even if such an investment

12 would earn interest at a rate different than the rate

13 earned by investments redeemed by the lending fund in

14 order to make the loan)";

15 (B) in the proposed subparagraph (B)(iii)(I) of

16 section 201(l)(3) of the Social Security Act (con-

17 tamed in subsection (a)(3)(B) of such section 142),

18 strike out "reduced" and all that follows down

19 through "Hospital Insurance Trust Fund,";

20 (C) in subsection (b)(2)(A), strike out clause

21 (iii) and insert in lieu thereof the following:

22 (iii) by inserting before the period at the end

23 thereof the following: "(even if such an investment

24 would earn interest at a rate different than the rate
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1 earned by investments redeemed by the lending fund in

2 order to make the loan)";

3 and

4 (D) in the proposed subparagraph (B)(iii)(I) of

5 section 1817(j)(3) of the Social Security Act (con-

6 tamed in subsection (b)(3)(B) of such section 142),

7 strike out "reduced" and all that follows down

8 through "Disability Insurance Trust Fund,".

9 (11) In section 143 of the bill—

10 (A) in the proposed subsection (a) of section

11 709 of the Social Security Act—

12 (i) strike out "Fund," where it first ap-

13 pears and insert in lieu thereof "Fund and",

14 and

15 (ii) insert "in the balance ratio" after

16 "such inadequacy" where it first appears;

17 and

18 (B) in the proposed subsection (b) of such

19 section 709, strike out "section 201(1)" where it

20 appears in paragraphs (1) and (2) and insert in

21 lieu thereof "section 201(1) or 1817(j)".

22 (12) In section 151 of the bill—

23 (A) in the proposed paragraph (1) of section

24 2 17(g) of the Social Security Act (contained in

25 subsection (a) of such section 151), strike out
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1 "Social Security Act Amendments" each place it

2 appears (three places) and insert in lieu thereof

3 "Social Security Amendments"; and

4 (B) in the last sentence of the proposed para-

5 graph (2) of such section 217(g) (contained in sub-

6 section (a) of such section 151), strike out "com-

7 pensate for" and insert in lieu thereof "take into

8 account".

9 (13) Redesignate section 153 of the bill as section

10 152, and amend such section to read as follows:

11 ACCOUNTING FOR CERTAIN UNNEGOTIATED CHECKS FOR

12 BENEFITS UNDER THE SOCIAL SECURITY PROGRAM

13 SEC. 152. (a) Section 201 of the Social Security Act is

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

15 section:

16 "(m)(1) The Secretary of the Treasury shall implement

17 procedures to permit the identification of each check issued

18 for benefits under this title that has not been presented for

19 payment by the close of the sixth month following the month

20 of its issuance.

21 "(2) The Secretary of the Treasury shall, on a monthly

22 basis, credit each of the Trust Funds for the amount of all

23 benefit checks (including interest thereon) drawn on such

24 Trust Fund more than 6 months previously but not presented
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1 for payment and not previously credited to such Trust Fund,

2 to the extent provided in advance in appropriation Acts.

3 "(3) If a benefit check is presented for payment to the

4 Treasury and the amount thereof has been previously cred-

5 ited pursuant to paragraph (2) to one of the Trust Funds, the

6 Secretary of the Treasury shall nevertheless pay such check,

7 if otherwise proper, recharge such Trust Fund, and notify the

8 Secretary of Health and Human Services.

9 "(4) A benefit check bearing a current date may be

1.0 issued to an individual who did not negotiate the original

11 benefit .check and who surrenders such check for cancellation

12 if the Secretary of the Treasury determines it is necessary to

13 effect proper payment of benefits.".

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

15 with respect to all checks for benefits under title II of the

16 Social Security Act which are issued on or after the first day

17 of the twenty-fourth month following the month in which this

18 Act is enacted.

19 (c)(1) The Secretary of the Treasury shall transfer from

20 the general fund of the Treasury to the Federal Old-Age and

21 Survivors Insurance Trust Fund and to the Federal DisaLi

22 ity Insurance Trust Fund, in the month following the month

23 in which this Act is enacted and in each of the succeeding 30

24 months, such sums as may be necessary to reimburse such

25 Trust Funds in the total amount of all checks (including in-
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1 terest thereon) which he and the Secretary of Health and

2 Human Services jointly determine to be unnegotiated benefit

3 checks, to the extent provided in advance in appropriation

4 Acts. After any amounts authorized by this subsection have

5 been transferred to a Trust Fund with respect to any benefit

6 check, the provisions of paragraphs (3) and (4) of section

7 201(m) of the Social Security Act (as added by subsection (a)

8 of this section) shall be applicable to such check.

9 (2) As used in paragraph (1), the term "unnegotiated

10 benefit checks" means checks for benefits under title II of the

11 Social Security Act which are issued prior to the twenty-

12 fourth month following the month in which this Act is en-

13 acted, which remain unnegotiated after the sixth month fol-

14 lowing the date on which they were issued, and with respect

15 to which no transfers have previously been made in accord-

16 ance with the first sentence of such paragraph.

17 (14) Redesignate section 154 of the bill as section

18 153.

19 On page 10, strike out lines 14 and 15 and insert in lieu

20 thereof the following:

21 (15) Redesignate section 155 of the bill as section

22 154; and, in the matter proposed to be inserted in the

23 matter proposed to be inserted by subsections (a), (b),

24 and (c) of such section, insert after "reasonable" the

25 following: ": Provided, That the certification shall not
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1 refer to economic assumptions underlying the Trustee's

2 report".

3 SEC. 3. In title II of the bill, make the following correc-

4 tions: in paragraphs (1)(B) and (2) of section 201(c), insert

5 "(as amended by section 309(g) of this Act)" after "(c)".

6 SEC. 4. In title III of the bill, make the following cor-

7 rections:

8 (1) In section 306 of the bill, strike out "section

9 301(b)(7)" in subsection (a)(9) and insert in lieu thereof

10 "section 301(b)(6)".

11 (2) In section 309 of the bill, strike out "section

12 301(a)(6)" in subsection (a) and insert in lieu thereof

13 "section 301(a)(7)".

14 (3) In section 321 of the bill, in the proposed

15 clause (B) of section 210(a) of the Social Security Act

16 (contained in subsection (b) of such section 321), strike

17 out the final semicolon and insert in lieu thereof a

18 comma.

19 (4) In section 322 of the bill, strike out "is

20 amended" in subsection (a)(1) and insert in lieu thereof

21 "(as amended by sections 321(b) and 323(a)(2) of this

22 Act) is further amended".

23 (5) In section 323 of the bill—

24 (A) in subsection (b)(2)(A)—
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1 (i) strike out "is amended" and insert in

2 lieu thereof "(as amended by section

3 124(c)(3) of this Act) is further amended",

4 and

5 (ii) in the proposed paragraph (10) of

6 section 211(a) of the Social Security Act,

7 strike out "the exclusion" and insert in lieu

8 thereof "The exclusion", and strike out

9 "and" immediately after the semicolon; and

10 (B) in subsection (b)(2)(B), in the proposed

11 paragraph (10) of such section 211(a)—

12 (i) strike out "in the case" and insert in

13 lieu thereof "In the case", and

14 (ii) strike out "andy' immediately after

15 the semicolon.

16 (6) In section 324(c)(1) of the bill—

17 (A) in subsection (c)(1) strike out "is amend-

18 ed" and insert in lieu thereof "(as amended by

19 section 101(c)(1) of this Act) is further amended";

20 and

21 (B) in such subsection (c)(1), strike out "(as

22 amended by this Act)".

23 (7) Redesignate sections 326 and 327 of the bill

24 as sections 325 and 326, respectively.
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1 (8) Redesignate section 328 of the bill as section

2 327; and—

3 (A) in subsection (a)(2) of such section, strike

4 out "subsection (p)" and insert in lieu thereof

5 "the subsection (p) which was added by Public

6 Law 95—472"; and

7 (B) in both paragraph (1) and paragraph (2)

8 of subsection (b) of such section—

9 (i) strike out "after" and insert in lieu

10 thereof "after and below", and

11 (ii) reset the proposed new sentence to

12 begin full measure flush.

13 (9) Redesignate section 329 of the bill as section

14 328; and in subsection (b) of such section strike out ",

15 as amended by this Act, is" and insert in lieu thereof

16 "(as amended by section 324(c)(2) of this Act) is fur-

17 ther".

18 (10) In section 335 of the bill, after "existing

19 under" in subsection (c), insert "the Social Security

20 Act on or after the date of the enactment of this Act.".

21 (11) In section 336 of the bill (use of death certifi-

22 cates to prevent erroneous benefit payments to de-

23 ceased individuals), in the proposed subsection (r) of

24 section 205 of the Social Security Act—
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1 (A) add "and" after the semicolon at the end

2 of paragraph (1)(A); and

3 (B) strike out "(1)", "(2)", and "(3)" in

4 paragraph (1)(B) and insert in lieu thereof "(i)",

5 "(ii)", and "(iii)", respectively.

6 (12) In section 338(d) of the bill, strike out

7 "filing" in the last sentence and insert in lieu thereof

8 "submission".

9 (13) In section 339 of the bill, in the proposed

10 subsection (x) of section 202 of the Social Security Act

11 (contained in subsection (a) of such section 339)—

12 (A) strike out the comma after "under this

13 section" in paragraph (1) of such subsection (x);

14 and

15 (B) strike out "under this section" in para-

16 graph (2) of such subsection (x) and insert in lieu

17 thereof "under this section or section 223".

18 (14) In section 341 of the bill—

19 (A) in subsection (a)(1), strike out "by insert-

20 ing before the period at the end of the first sen-

21 tence the following: ', and" and insert in lieu

22 thereof the following: "in the first sentence, by

23 striking out 'Secretary of Health, Education, and

24 Welfare, all ex officio' and inserting in lieu there-
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1 of 'Secretary of Health and Human Services, all

2 ex officio, and";

3 (B) in subsection (b)(1), strike out "by insert-

4 ing before the period at the end of the first sen-

5 tence the following: ', and" and insert in lieu

6 thereof the following: "in the first sentence, by

7 striking out 'Secretary of Health, Education, and

8 Welfare, all ex officio' and inserting in lieu there-

9 of 'Secretary of Health and Human Services, all

10 ex officio, and"; and

11 (C) in subsection (c)(1), strike out "by insert-

12 ing before the period at the end of the first sen-

13 tence the following: ', and" and insert in lieu

14 thereof the following: "in the first sentence, by

15 striking out 'Secretary of Health, Education, and

16 Welfare, all ex officio' and inserting in lieu there-

17 of 'Secretary of Health and Human Services, all

18 ex officio, and".

19 (15) Redesignate section 344 of the bill as section

20 343; and—

21 (A) reset the center heading of such section

22 in small caps (striking out the subheading

23 "report"); and

24 (B) in subsection (a) of such section, strike

25 out "this Part" and "Senate Committee on Fi-
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1 nance" and insert in lieu thereof "this section"

2 and "Committee on Finance of the Senate", re-

3 spectively.

4 (16) Redesignate section 345 of the bill as section

5 344, and reset the center heading of such section in

6 small caps (striking out the subheading "reorganiza-

7 tion").

8 (17) Redesignate section 346 of the bill as section

9 345.

10 (18) Redesignate section 347 of the bill as section

11 346; and in paragraph (2) of the proposed section 710

12 of the Social Security Act (as contained in such sec-

13 tion),strike out "(A)".

14 (19) Redesignate section 348 of the billas section

15 347; and in subsection (b) of such section strike out all

16 that follows "shall apply" and insert in lieu thereof

17 "only with respect to taxable years beginning after De-

18 cember 1989, and only in the case of individuals who

19 have attained retirement age (as defined in section

20 216(1) of the Social Security Act).".

21 SEC. 5. In title V of the bill, make the following correc-

22 tion: in section 522(a), in clause (ii) of paragraph (3)(A) of

23 section 202(a) of the Federal-State Extended Unemployment

24 Compensation Act of 1970 (as contained in such section

25 522(a)), strike out "; or" and insert in lieu thereof a period.
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1 SEc. 6. In title VI of the bill, make the following cor-

2 rections:

3 (1) In section 601(b)(9) of the bill—

4 (A) strike out "amending" and insert in lieu

5 thereof "repealing", and

6 (B) strike out "to read as follows" and insert

7 in lieu thereof "and by inserting after paragraph

8 (5), effective with respect to cost reporting periods

9 beginning on or after October 1, 1983, the follow-

10 ing new paragraph (6)".

11 (2)(A) In section 601(c)(3) of the bill, in the pro-

12 posed paragraph (4)03) of section 1886(c) of the Social

13 Security Act, strike out "Social Security Act Amend-

14 ments" and insert in lieu thereof "Social Security

15 Amendments".

16 (B) In section 601(e) of the bill, in subparagraphs

17 (A)(ii) and (B)(ii) of the proposed subsection (e)(1) of

18 section 1886 of the Social Security Act, strike out

19 "Social Security Act Amendments" and insert in lieu

20 thereof "Social Security Amendments" each place it

21 appears.

22 (3) In section 60 1(e) of the bill, in proposed clause

23 (ii) of subsection (d)(2)(C) of section 1886 of the Social

24 Security Act, strike out "and region".
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1 (4) In section 601(e) of the bill, in proposed sub-

2 paragraph (III) of subsection (d)(2) of section 1886 of

3 the Social Security Act, insert a comma after "propor-

4 tion".

5 (5) In section 601(e) of the bill, in proposed sub-

6 paragraph (c) of subsection (d)(4) of section 1886 of the

7 Social Security Act, insert a comma after "thereafter".

8 (6) In section 601(e) of the bill, in proposed clause

9 (ii) of subsection (d)(5)(O) of section 1886 of the Social

10 Security Act, insert "with the target and D1RG per-

11 centages determined under paragraph (1)(O)(i)" after

12 "clause (i) of that paragraph".

13 (7) In section 601(e) of the bill, in proposed sub-

14 section (e) of section 1886 of the Social Security Act—

15 (A) strike out "hereafter" and insert in lieu

16 thereof "hereinafter" both places it appears in

17 paragraph (2);

18 (B) strike out "selected" in paragraph (2)

19 and insert in lieu thereof "appointed"; and

20 (0) strike out "but not limited to" each place

21 it appears in paragraph (6)(B).

22 (8) In section 602(e)(3) of the bill, in proposed

23 paragraph (14) of section 1862(a) of the Social Secu-

24 rity Act, insert "promulgated" before "specifically".
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1 (9) In section 602(fXl)(C) of the bill, in proposed

2 subparagraph (F) of section 1866(a)(1) of the Social

3 Security Act—

4 (A) insert "Federal Hospital Insurance"

5 before "Trust Fund", and

6 (B) insert "of such reviews" before the

7 comma at the end.

8 (10) In section 602(0(2) of the bill, strike out

9 "services)" and insert in lieu thereof "services".

10 (11) In section 602(g) of the bill, in proposed

11 paragraph (4) of section 1876(g) of the Social Security

12 Act, insert ", if applicable," after "section 1886, or"

13 and strike out "or as applicable".

14 (12) In subparagraph (A) and (C) of section

15 602(h)(1) of the bill, in the matters proposed to be in-

16 serted in section 1878(a) of the Social Security Act,

17 strike out "section 1886(d)" and insert in lieu thereof

18 "subsection (b) or (d) of section 1886" each place it

19 appears.

20 (13) In section 602(h)(2)(A) of the bill, insert cbs-

21 ing quotation marks after "located)".

22 (14) In section 602(k) of the bill, strike out

23 "(other than physician services)" and insert in lieu

24 thereof "(other than physicians' services)".
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1 (15) In section 602(1)(2) of the bill, in the sen-

2 tence proposed to be added at the end of section

3 1866(a)(1) of the Social Security Act, strike out "ter-

4 inmates" and insert in lieu thereof "is terminated".

5 (16) In section 603(a)(2)(A) of the bill, insert "on"

6 before "classes of hospitals".

7 (17) In section 603(a)(3)(B) of the bill, strike out

8 the comma alter "title".

9 (18) In section 603(b)(2) of the bill, strike out "(or

10 upon the request of a party to demonstration project

11 agreement)" and insert "(or upon the request of an-

12 other party to the demonstration project agreement)"

13 after "August 1982".

14 (19) In section 605 of the bill, strike out "102" in

15 subsection (a) and insert in lieu thereof "102(b)".

16 (20) In section 606(a) of the bill—

17 (A) insert "(1)" after "SEc. 606. (a)",

18 (B) in proposed subsection (a)(1) and subsec-

19 tion (a)(3) of section 1839 of the Social Security

20 Act, strike out "who have attained retirement

21 age" and insert in lieu thereof "age 65 and over";

22 and

23 (C) amend subparagraph (C) of paragraph (3)

24 of such section of the bill to read as follows:
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1 (C) Section 1839(e) of such Act (as so redesignated) is

2 amended—

3 (i) by striking out "(c)", "(c)(1)", and "(c)(3)" and

4 inserting in lieu thereof "(a)", "(a)(1)", and "(a)(3)",

5 respectively,

6 (ii) by striking out "June 1983" in paragraph (1)

7 and inserting in lieu thereof "December 1983", and

8 (iii) by striking out "July 1985" and inserting in

9 lieu thereof "January 1986" each place it appears.

10 (21) In section 607(d) of the bill, strike out "(z)"

11 and insert in lieu thereof "(2)".

12 SEc. 7. Conform the table of contents in section 101 of

13 the bill to reflect the changes made pursuant to the preceding

14 provisions of this concurrent resolution.

0

IICON 102 ATI!


	Volume I
	Volume II - Table of Contents
	II. Reported to and Passed Senate 
	A. Committee on Finance Report Senate Report No. 98-23 (to accompany S. 1)--March 11, 1983 
	B. Committtee-Reported Bill S. 1 (reported with amendments)--March 11, 1983
	C. Amendment No. 516 - March 16, 1983 (To substitute language of S. 1 as amended by the Committee on Finance.)
	D. Senate Debate--Congressional Record--March 16-18, 21-23, 1983 (S. 1 indefinitely postponed following Senate passage of H.R. 1900, as amended--See Congressional Record Senate Debate for bill text.)

	III   House and Senate Conference (reconciling differences between the two Houses)
	A. House Appointed Conferees--March 23, 1983 (For Senate conferees see March 23, 1983 Congresional Record, p. S3775.)
	B. Comparison of Provisions of H.R. 1900, the Social Security Act Amendments of 1983, Prepared for the Use of Conferees--March 23, 1983 
	C. Conference Committee Report Report No. 98-47--March 24, 1983 
	D. House Agreed to Conference Report--March 24, 1983 
	E. Senate Agreed to Conference Report--March 24, 1983 
	F. H.Con.Res. 102 (Making corrections in the enrollment of H.R. 1900)--April 7, 1983 


	Volume III



