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96re Coneress )| HOUSE OF REPRESENTATIVES { - REPORT
18t Session No. 96-100

DISABILITY INSURANCE AMENDMENTS OF 1979

Apr. 23, 1979.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

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

.REPORT

together with :
ADDITIONAL AND SUPPLEMENTAL VIEWS
[To accompany H.R, 8286]

[Including cost estimate of the Congressional Budget Office]

The Committee on Ways and Means, to whom was referred the bill
(H.R. 3236) to amend title II of the Social Security Act to provide
better work incentives and improved accountability in the disability
insurance program, and for other purposes, having considered the
same, report favorably thereon with amendments and recommend
that the bill as amended do pass.

The amendments (stated in terms of the page and line numbers of
the introduced bill) are as follows:

Paﬁe 2, line 14, after “subsection” insert “other than paragraphs
(3)(4), (3)(C), and (5)". , -

Page 3, after line 18, insert the following new paragraph:

(4) Section 215(i) (2) (D) of such Act is amended by add-
ing at the end thereof the following new sentence: “Notwith-
standing the preceding sentence, such revision of maximum
family benefits shall be subject to paragraph (6) of section
203 (az-nsas added by section 2(a) (8) of the Disability Insur-
ance Amendments of 1979).”. ’

Page 4, line 10, strike out ‘“or who has died”.

Page 4, line 11, insert “or who has died,” after “subparagraph),”.

Page 4, line 20, strike out “death or”.
_ Page 4, lines 22 and 28, strike out ‘“he dies, attains such age, or” and
insert in lieu thereof “he attains such age or”.

Page 9, line 185, strike out the comma.

Page 18, line 10, strike out “80 percent” and insert in lieu thereof
%15 percent”.
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Page 18, line 12, strike out “60 percent” and insert in lieu thereof
“3b percent”.

Page 18, line 14, strike ont “80 percent” and insert in lieu thereof
%85 percent”.

Page 20, after line 8, insert the following new subsection:

(h) The Secretary of Health, Education, and Welfare shall
submit to the Committee on Ways and Means of the House of
Representatives and to the Committee on Finance of the Sen-
ate by January 1, 1980, a detailed plan on how he expects to
assume the functions and operations of a State disability de-
termination unit when this becomes necessary under the
amendments made by this section. Such plan should assume
the uninterrupted operation of the disability determination
function and the utilization of the best qualified personnel to
carry out such function. If any amendment of Federal law
or regulation is required to carry out such plan, recommenda-
tions for such amendment should be included in the plan for
action by such committees, or for submittal by such commit-
tees with appropriate recommendations to the committees
having jurisdiction over the Federal civil service and retire-
ment laws. ‘

Page 20, strike out the sentence beginning on line 18.

I. SumMaRrY oF Princrear Provisions

The bill (H.R. 3236), as amended by your committee, would (2)
curb excessive benefits that in some instances may exceed the sredisa-
bility earnings on which the benefits are based, (b) provide more
incentives for disabled people to return to work, (c) improve account-
ability in the.disability insurance program, and (d) make other im-
portant changes in the disability program.

LIMITATION ON TOTAL FAMILY BENEFITS

In the case of disabled workers who become entitled to a disability
insurance benefit in the future, a limit would be established on the
maximum amount of total benefits that may be paid to workers and
their dependents. The limit would be 80 percent of a worker’s average
indexed monthly earnings (AIME) or 150 percent of primary insur-
ance amount (PIA), whichever is lower (but with a minimum guar-
antee of 100 percent of the PIA). :

VARIABLE DROP-OUT YEARS FOR YOUNGER DISABLED WORKERS

The number of years of low or no earnings _that can be dropped in
computing a disabled worker’s benefits who becomes entitled in the
futué'e lWould vary by the age of the worker, according to the following
schedule:

Worker's age: Number of dropout years

27 through 81 . e
82 through 36________ :
87 through 41.. . e
42 through 46_ _ e
47 and over. .o e e he e e e e m

b WO
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The provision would also credit 1 dropout year for each year in
which the worker provides principal care of a child under age 6. In no
case could the number of dropout years exceed 5.

WORK INCENTIVES

To stimulate more disabled beneficiaries to return to work despite
their impairments, your committee’s bill would: ,

(a) Provide that the same trial work period applicable to dis-
abled workers would be provided to disabled widow(er)s;

(b) Deduct extraordinary impairment-related work expenses,
attendant care costs, and the cost of medical devices and equip-
ment from his earnings for purposes of determining if a dis-
szlélack person were engaging in substantial gainful activity

; .

(¢) Extend the present 9-month trial work period to 24 months.
In the last 15 months of the 24-month period, the individual would
not receive benefits if he earned over the SGA amount, but would
retain his eligibility for benefits if he finds he must return to the
the disability rolls. - o

(2) Extend Medicare coverage for an additional 36 months to
disabled beneficiaries who return to substantial gainful work; and

(¢) Eliminate the second 24-month Medicare waitin%)period- '
where a person again becomes disabled and entitled to benefits.

DISABILITY DETERMINATIONS AND REVIEW OF STATE AGENCY ALLOWANCES

Authority would be granted to the Secretary to establish, through
regulations, procedures and performance standards for the States
to follow in the disability determination process.'States would be
given the option of (1) continuing to administer the program in
compliance with these regulations, or (2) turning over administration
to the Federal Government. ‘ o

Also, the Secretary would be required to review State agency deter-
minations before the payment of benefits and must review the follow-
ing1 percentages of alf:)wances: at least 15 percent in fiscal year 1980;
at least 85 percent in fiscal year 1981; and at least.65 percent in fiscal
year 1982 and thereafter.

REHABILITATION EXPENDITURES

Your committee’s bill replaces the current Beneficiary Rehabilitation
Program with a program of disability trust fund reimbursements for
vocational rehabilitations which meet performance standards based on
return to the labor market. A State could receive twice the State’s
share of the cost of rehabilitation services if those services result in
the disabled beneficiary engaging in substantial gainful activity or
employment in a sheltered workshop for 12 continuous months. Also,
monthly benefits would continue to be paid to people who have medi-
cally recovered if they are still in an approved vocational rehabilita-
tion program, if the Social Security Administration determines that
continuing in such a program will increase the probability of the per-
son going off the benefit rolls permanently. :
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PERIODIC REVIEW OF DISABILITY DETERMINATIONS

Each beneficiary on the rolls, unless a finding has been made that his
disability is permanent, would be reviewed at least once every 3 years.

PAYMENT FOR EXISTING MEDICAL EVIDENCE

The social security trust funds would reimburse non-Federal insti-
tutions and physicians for medical evidence of record that they sub-
mitted to support claims for disability benefits.

DETAILED DECISION NOTICES

Notices to claimants for benefits would provide a brief statement of
the pertinent law and regulations, a concise summary of the evidence
and reason for the decision.

PAYMENT FOR CERTAIN TRAVEL EXPENBSES

The social security trust funds would pay for reasonable costs of
travel for claimants to obtain required medical examinations, and for
claimants and their witnesses and representatives to reconsideration
interviews and hearings. Previously, these amounts have been au-
thorized under annual appropriations acts.

I1. Purroses AND Scope: GrNERAL DiscussionN

A. WORK INCENTIVES

Family Benefit Limit (section 2) —Recent actuarial studies in both
the public and private sector have indicated that high replacement
rates (the ratio of benefits to previous earnings) have constituted a
major disincentive to disabled people in attempting rehabilitation or
generally returning to the work force. A recent analysis by the Social
Security Administration actuaries has indicated:

The average replacement ratio of newly entitled disabled
workers with median earnings and who have qualifying de-
pendents increased from about 60 percent in 1967 to over 90
percent in 1976, an increase of about 50 percent. During this
time the gross recovery rate decreased to only one-half of
what it was in 1967. High benefits are a formidable incentive
to maintain beneficiary status especially when the value of
medicare and other benefits are considered. We believe that
the incentive to return to permanent self-supporting work
provided by the trial work period provision has been %ar ely
negated by the prospect of losing the high benefits. (‘é}x-
gerience of Disabled-Workers Benefits Under OASDI, 1972-

6,” actuarial study No. 75, June 1978.)

John H. Miller, probably the most knowledgeable disability actuary
in the private sector, points to the role of high replacement rates in
recent adverse social security disability experience :

The evidence is clear that liberal disability benefits induce
both an increase in the number of cases approved and the
prolongation of disability. From a social and humanistic
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point of view, we are presented with a dilemma, namely, how
we can provide adequate benefits to those unfortunate indi-
viduals who become and remain truly disabled, without re-
moving or greatly reducing the incentive to overcome the
disability.

Secretary Califano testified before the Social Security Subcommit-
tee in February of this year:

Benefits in approximately 6 percent of all cases actually
exceed the disabled person’s previous net earnings; and ap-
proximately 16 percent of beneficiaries receive benefits that
are more than 80 percent of their average predisability net
earnings.

The primary mechanism in your committee’s bill to provide re-
placement rates which better support incentives to work is the limita-
tion on family benefits. When it is combined with the other work
incentive aspects of the bill it is hoped that beneficiary motivation will
be more positive towards vocational rehabilitation and return to the
labor market.

A number of elements underlic the philosophy of the committee’s
limitation :

(1) It is designed primarily to strengthen work incentives for dis-
abled beneficiaries.

(2) It is temporary and a transition in the sense that when the
social security benefit structure and formula are examined later in this
Congress in a comprehensive way, other approaches might be found

referable for the long term, such as a separate disaﬁility benefit
?ormula, a revised family maximum for all or individual programs
(disability, retirement, survivors), non-wage-related dependents’
benefits, or taxing disability benefits.

(8) Although it assumes that a few nore families would have to
supplement their benefits through AFDC than do families under social
security disability at the present time, the proposal is not designed to
take “welfare” out of social security.

Section 2 of the committee bill would limit total DI family benefits
to an amount equal to the smaller of 80 percent of a worker’s average
indexed month?y earnings (AIME) or 150 percent of the worker’s
primary benefit (IPIA). The ATME limitation is designed to affect
wage earners at lower earnings levels while the 150 percent of PTA
limitation will gencrally affect average and high wage earners. No
family benefit would be reduced below 100 percent of the worker’s
primary benefit. The limitation would be effective only for entitle-
ments on or after Januavy 1, 1980, based on disabilities that began
after calendar year 1978,

In determining a reasonable limit on benefits for disabled-worker
families, the committee gave consideration to the experience of pri-
vate insurers. Private insurers generally limit benefits to no more than
two-thirds of predisability gross carnings to avoid providing benefits
so high that people are as well of, or better off, financially after they
begin receiving the disability payments than when they were working.
Your committee decided that the limit under social security should
exceed that of private insurers because of it is the primary benefit base
for the American worker and often is the only source of income for

44-122 0«70 - 2
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familics of workers who have the lowest carnings. Your committee
helieves that, on halanee, 80 percent of ATMI would provide a reason-
able eciling on family henefits.

for workers at, higher wige levels, socinl seearity benefits should
replace less than 80 pereent of AIMIL. At higher wage levels, concern
for benefit-adequacy is less, the likelihood of private supplementation
is greater, and the ‘discrepancy between gross earnings (upon which
social security benefits are based) and predisability disposable earn-
ings is greater than in the case of the lower paid worker. In recogni-
tion of these factors, your committee has adopted a provision which
also limits family benefit to 150 percent of the worker’s primary in-
surance amount. This provision will produce family benefits that are
less than 80 percent of AIME for the families affected, with the per-
centage declining to about 50 percent of AIME at the highest earnings
levels.

Social security benefits are based on gross earnings, not earnings
net of Federal and State taxes and work-related expenses. Because
such taxes and expenses vary widely depending on the worker’s resi-
dence, the size of the worker's family, and the nature of the work, any
approximation in terms of gross earnings will have different effects
in individual situations. However, calculations using various hypo-
thetical cases suggest that the combination of 80 percent of AIME
and 150 percent of PTA, whichever is lower, produces what seems to
be a reasonable wage replacement pattern at various carnings levels,
a reasonable return for the higher paid worker, and a reasonable rela-
tionship between pre- and post-disability disposable income. Any more
stringent limitation would necessarily affect many benefictaries who do
not have other major sources of income, and whose benefits may already
be relatively low.

The limit on benefits would affect only 30 percent of newly entitled
disabled workers. Seventy percent of people coming on the rolls do
not have eligible dependents and, thus, would not be affected by a
cap on family benefits. It is estimated that 123,000 disabled-worker
families would be affected by the cap in the first year.

A number of other interrelated provisions in the Committee bill
are designed to eliminate work disincentives.

Reduced Dropout Y cars (section3).—To reduce the disparity in dis-
ability benefits between young and older disabled workers, section 3 of
the bill would vary the number of dropout years by age for disability
entitlements after 1979. Workers of all ages are allowed to exclude
5 years of low earnings in the averaging period for benefit purposes.
For a worker age 50 or over this exclusion reprresents only 18 percent
of his or her carnings history (5 years out of 28). It represents, how-
ever, a T1 percent, oxclusion for a 29-year-old (5 years out of 7).
Under your committee bill, there would be no dropout years allowed
for workers under age 27 and the number of dropped years would
gradnally riso to 5 dropout years (as under existing law) for work-
ors ago 47 and over. However, if a worker provided principal care
for a child under nge 6 for more than 6 months in any calendar
year that was a year of low earnings, that vear could also be dropped
up to a combined total of b dropont, years. This latter provision would
not be effective until January, 1981. During the year before this provi-
sion is due to take effect, the Social Security Administration should
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study the administrative feasibility of the provision and make a report
to the Committee on Ways and Moeans on how the provision would
be implemented, with recommendations for any necessary changes in
the statute. This report should be submitted no later than January 1,
1980.

Substantial Gainful Activity (SGA) (sections 4 and 5).—A
number of witnesses testifying before the Subcommittee on Social
Security recommended substantial increases in the amount of monthly
earnings which deterinines the ability to engage in substantial gainful
activity. SGA is an integral part of the definition of disability which
governs not only whether an individual is terminated from the rolis be-
cause he has demonstrated the ability to return to work, but also deter-
mines the basic eligibility for severely impaired persons who are not
on the rolls but are working to a substantial degree. The result of any
major change in the concept of SGA is not verifiable by any substantial
body of knowledge. Thus, authority to waive benefit requirements of
title IT and title XVIII would be authorized under section 4 so that
demonstration projects conld be carried out to ascertain alternative
methods of treating work activity to stimalate & return to guinfnl em-
ployment by disability beneficiaries. It is not the intent of your com-
ittee that participants in such projects would be disadvantaged in
contrast, to existing law. Research findings in this area are urgently
needed for enlightened policy determinations in dealing with SGA and
related problems.

To further stimulate work efforts for severely disabled individuals,
section H of your committee’s bill would permit deduction of extraordi-
nary impairment-related work expenses, attendant care costs, and the
cost. of medical devices, equipment, and drugs and services (necessary
control an impairment) from a disabled beneficiary’s earnings for pur-
poses of determining if he engaged in substantial gainful activity.
Examples of drugs and services necessary to control an impairment
would be the anti-convulsant drugs and services to control epilepsy,
anti-convulsant blood level monitoring, EEG and brain scan, etc.
This provision would reduce the disincentive to work of many disabled
beneficiaries who are motivated to work but have high impairment-
related work and other expenses. .

Trial Work and Medicare Eaxtension (sections 6 and 7).—The
provisions on trial work and the amendments to medicare which
complement them were included in the snbeommittee’s bill of last
session and adopted by the administration in its recommendation this
session. Moreover, the Advisery Couneil on Social Seeurity which will
report in the fall has fully supported the trial work amendments in its
tentative recommendations submitted to the subcommittee and full
conmnittee for consideration in the disability insurance legislation.

Section 6 of your committee bill in effect extends the present 9-
month trial work period to 24 inonths. In the last 12 months of the 24-
month period, the individual would not receive cash benefits unless he
finds he must return to the disability rolls.

Your committee thinks the present 9-month trial work period is in-
sufficient as an incentive for disabled people to return to work, and
wants this situation corrected. This change would preclude people who
work for some time and then, because of their impairnent, must stop
work, from having to refile an application and having to go through
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the lengthy disability determination process again. This change would
not only help the disabled claimants but it would also reduce the Social
Security Administration’s workload.

Section 6 of the bill also provides that the same trial work period
will be applicable to disabled widow (er)s. One purpose of the trial
work period is to provide the opportunity for a disubfed person to test
his/her ability to work. It would be desirable to provide disabled
widow (er)s with the same incentives to return to work as are pro-
vided to other disabled beneficiaries.

Section 6 of the bill also extends medicare coverage for an addi-
tional 36 months over existing law to disabled beneficiaries who, though
not medically recovered, have returned to substantial gainful work.
Under present law, people who may be able to work despite their
impairment often do not try to work because of the fear of losing their
monthly cash benefits and medicare coverage. They are particularly
concerned they will be unable to get any public or private medical
care coverage. Thus, this provision removes the potential loss of
medic;'iare coverage as a deterrent to work effort for this substantial
period.

Section 7 of the bill eliminates the requirement that a person who
becomes disabled again must serve another 24-month waiting period
before medicare coverage is available to him. This amendment would
apply to workers becoming disabled again within 60 months, and to
disabled widow (er)s and adults disabled since childhood becoming
disabled again within 84 months. This would remove the present-law
requirement, that frequently discourages a disabled beneficiary from
returning to productive employment. Also, where a disabled person
was initially on the cash benefit rolls but not for 24 months and did
not receive medicare coverage, the time spent in cash benefit status
would count for purposes of receiving medicare coverage if a subse-
quent disability occurred within a certain period of time.

B. PROGRAM ACCOUNTABILITY AND UNIFORMITY OF ADMINISTRATION
(SECTIONS 8 AND 17)

In the last several years, GAO and others have criticized the lack
of uniformity and the quality of disability decisions made by the vari-
ous State agencies. It must be recognized that, while the Federal-State
determination system generally works reasonably well (many State
agencies do an excellent job), significant improvements in Federal
management and control over State performance are necessary to en-
sure uniform treatment of all claimants and to improve the quality
of decisionmaking under the Nation’s largest Federal disability
program. _

Your committee’s bill, therefore, is intended to strengthen the Fed-
eral role in the Federal-State system by increasing direct Federal
management control over how disability determinations are made
in the State agencies and by requiring increased Federal review of
State determinations. Tt should also be emphasized that program ac-
countability is not solely a problem of State administration and that
it is equally important that accountability be maintained in Federal
administration of the disability insurance program. It is the hope
of your committee that such accountability has not been impaired by
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the recent “functional” reorganizations of the Social Security Admin-
istration.

1n order to strengthen Federal management of the system, section 8
of the bill would climinate the current system of negotinted agree-
ments between the Federal Government and the States, which give
the Secretary of Health, Education, and Welfare only general au-
thority over the program, and which leave great discretion to the
States as to how the disability determination process is to be carried
out. The bill would give the Secretary the authority to establish
through regulations the procedures and performance standards for
the State disability determination programs. The regulations might
specify, for example, administrative structure, the physical location
of and relationship among agency staff units, performance criteria, fis-
cal control procedures, and other rules applicable to State agencics
and designed to assure equity and uniformity in State agency dis-
ability determinations.

States would have the option of administering the program in com-
pliance with these standards or turning over administration to the Fed-
eral Government. States that decide to administer the program must
comply with standards set by the Secretary subject to termination by
the Secretary if the State substantially fails to comply with the regula-
tions and written guidelines. Your committee believes that this new
Federal administrative authority will both improve the quality of
determinations and ensure that claimants throughout the Nation ‘will
be judged under the same uniform standards and procedures, while
preserving the basic Federal-State structure.

If a State elects not to continue administration or the Secretary
terminates a State’s administration because of substantial failure to
comply with regulations, it is essential that there be adequate pro-
cedures to establish Federal administration. Two issues are of partic-
ular concern: the position of the State employees involved, and the
potential disruption of the ongoing determination process which could
create hardships for disability applicants.

Under your committee’s bill there is more likelihood that some
States may decide not to participate under the program or that the Sec-
retary may determine that a State is not complying with the regula-
tory requirements promulgated under this legislation. Although your
committee does not expect any widespread departure from tmgitional
State administration of the disability determination process, it is pru-
dent to anticipate that this may happen in a few jurisdictions. Kven
though under existing law States have the power to terminate agree-
ments (in fact, the State of Wisconsin filed and then withdrew a termi-
nation notice last year), the Department of HEW appears not to have
done any extensive planning for Federal admimstration of State
agencies.

Thus. to stimulate Department planning as to such a contingency
and to inform the Congress as to what problems wonld be presented
and possible means of alleviating them, your committee’s bill wonld
require the Sceretary to submit to the Congress, no later than Jan-
uary 1, 1980, a detailed plan on how he expects to assume the functions
and operations of a State disability determination unit should it be-
come necessary. The bill further states that such a plan should as-
sume the uninterrupted operation of the disability determination proc-
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ess, including the utilization of the best qualified personnel to carry
out this function.

Your Committee also recommends that the Department of HEW
give consideration to establishing conditions of employment so that
the most qualified State employees would not be substantially disad-
vantaged In transferring to Federal employment. The bill states, in
this regard, that recommendations for any amendments of Federal
law or regulations required to carry out the plan should be submitted
with the plan to the House Ways and Means and the Senate Finance
Committees who may then submit them with appropriate recommen-
dations to the committees having jurisdiction over the Federal civil
service and retirement laws (the House Post Office and Civil Service
Committee, and the Senate Committee on Governmental Affairs).

As to the Federal review of the State agency decisions, your com-
mittee is concerned that within the past decade the Social Security Ad-
ministration moved from what hag been a preadjudicative review of
the majority of State agency decisions to a sample postadjudicative
review involving only 5 percent of such cases. Your committee is aware
that varied elements contributed to the Social Security Administra-
tion’s decision to make these administrative changes. Among these
were the demands of the 1972 black lung amendments and a reduction
in positions for budget purposes.

Your committee’s bill returns to substantially the situation existing
prior to 1972 as to the review of allowances. The requirement in section
8 of the bill for increased Federal review on a preadjudicative basis is
phased-in over a 3-year period, beginning in 1980, so that there can be
an orderly increase in trained staff necessary to carry out this pur-
pose. This review is set at 15 percent in fiscal year 1980, 35 percent in
1981, and 65 percent in 1982 and thereafter. Your committee recog-
nizes, however, that in some instances reviewing this percentage of
cases may not be cost-effective—a lower or higher percentage may be
prudent. If the Secretary finds this to be the case, we would expect
him to report his findings to your committee in an expeditious manner.

Your committee is also concerned by the lack of followup on the
medical condition and the possible work activity of individuals who
have been on the rolls for years. Section 17 of the bill provides, there-
fore, that unless the adjudicator in the State agency makes a finding
that the individual is under a disability which is permanent, there
will be a review of the status of disabled beneficiaries at least once
every 8 years. Your committee’s bill emphasizes that all existing re-
views of eligibility under the law are to be continued and expanded
where necessary. . ..

Your committee understands that the Social Security Administra-
tion already schedules a review in about 20 percent of new disability
cases (where there is a reasonable expectation that a disabled bene-
ficiary will show medical improvement). In order to give SSA enough
time to hire and train additional staff to conduct the reviews required
by this section, your committee believes that the provision should
apply to all new determinations of disability after the date of enact-
ment and that reviews and scheduling of necessary medical examina-
tions for all current disability cases be completed no later than 3 years
after the date of enactment.

If periodic review at least every 8 years proves not to be cost-effec-
tive, the Secretary should report this to the committee.
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C. REHABILITATION EXPENDITURES AND PROGRAM EFFECTIVENESS
(SECTIONS 13 AND 14)

In recent years the cost effectiveness of the provisions which
- authorize vocational rehabilitation (VR) expenditures out of the dis-
ability trust fund have been questioned. Under existing law, an
amount equal to 1.5 percent of disability insurance expenditures is
potentially available for vocational rehabilitation expenditures. This
15 called the beneficiary rehabilitation program (BRP).

In June of 1974, the Department reported a savings of $2.50 for
every $1 sEent. However, in 1976 the GAO reported that previous esti-
mates of benefit savings because of rehabilitation services were not
being realized. The GAO study states that the best estimate for a
benefit-cost ratio is 1.15. That 1s, for every $1 of rehabilitation ex-
penditure, $1.15 in trust fund savings is realized. A recent Rutgers
University study also arrived at a figure of similar magnitude. The
GAO suggested that the administration should freeze funding of the
program. This has been done for the last couple of years, although
some increase in funding has been made available for increases in the
cost of living.

The committeo bill contains a provision aimed at providing a more
permanent, solntion to the problem. In terms of simplification and
better administration, section 13 of the bill would consolidate the VR
funding sources for the seriously disabled in the regular VR program.
Your committee realizes that administrative changes will be needed to
accommodate this provision. Such changes might include extended
tracking of rehabilitated beneficiaries to assess eligibility for reim-
bursement and’ the establishment of an appeals procedure to resolve
reimbursement disputes. The approach in the committee bill also
seems appropriate inasmuch as the Congress, following recommenda-
tions of the VR administrators, may place the regular VR program in
a new Department of Education.

Section 13 of the bill also replaces the BRP with bonus Federal
maching of State regular VR expenditures for those individuals where
rehabilitation results in employment at substantial gainful activity
(SGA) earning levels for a continuous 12-month period. Such reim-
bursement would cover costs of services in individual cases, administra-
tive expenses, and counseling and placement costs. The 12-month em-
ployment period may begin while the beneficiary is receiving services
under a State vocational rchabilitation program and such 12-month
period may also coincide with the trial work period. The Congress
encournges the advance of trust funds under this provision in such a
way as to facilitate finaneial planning by the Federal and State agen-
cies administering the program,

It is the intent of the committee that funds paid to the States under
this provision be utilized by State VR agencies for the rehabilitation of
additional SSDI bheneficiaries reimbursable under this provision.
Under the committee bill, the effective date is fiscal year 1981 to pro-
vide for an orderly transition and for adjustment of the authorization
of appropriation for the regular VR program which is within the
jurisdiction of the Education and Labor Committee. This is very im-
portant if the level of support for VR services to SSDI beneficiaries
1s to be maintained.
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The committee bill recognizes that some persons on the disability
rolls will only be able to work in sheltered workshop situations at a
wage rate bei)(,)w the SGA level. Under this 11l there would also be
bonug matching for the rehabilitution expenses, but it would be subject -
to a requirement that they receive wages for the 12-month period after
the “rehabilitation” phase of their sheltered workshop experience has
been concluded. : -

Section 14 of the committee bill also provides that no beneficiary be
terminated due to medical recovery if the beneficiary is participating
in an approved VR program which the Social Security Administra-
tion determines will increase the likelihood that the beneficiary may be
permanently removed from the disability rolls.

D. CLAIMS AND APPEALS PROCEDURES

The committee bill provides a number of provisions which make
the disability adjudication and appeals process more effective and
equitable: .
~ Decision Notices.—Section 9, although phrased broadly so as to
apply decisions under all title II programs, is designed primarily to
improve the social security disability denial notice. Complaints about
the denial notices have been voiced for a long time. In fact, the Har-
rison subcommittee stated in its 1960 report that “the so-called ‘denial
letter’ sent to every disallowed applicant, is merely a form letter which
1s not individualized to any degree with respect to the particulars of the
given case, and gives little, if any, of the reasons for the denial con-
tained in the written determinations of the State agency (p. 28).”
Little appears to have changed over the years other than that the
denial notice is now generated by a computer.

Your committee believes that the decision notice should contain a
clear explanation of the decision, a brief summary of the evidence on
which the decision is based, and a brief statement of the law and regu-
lations, 1f appropriate. This will add a number of positive factors to
the adjudication process. The State agency decision will be on a
sounder base because the examiner will be required to formulate the
reasons for his decision in written form and the claimant may be less
likely to appeal the decision if he understands how the law relates to
his particular case. This provision will require additional staff re-
sources and may increase processing time at the State agency level.

It is not the intent of your committee that the denial notification be
a voluminous document (no more than 2 pages should usually suffice)
or, in the case of allowances, that the decision be as detailed as denials.
The statement of the case should not include matters the disclosure
of which (as indicated by the source of the information involved)
would be harmful to the claimant, but if there is any such matter the
claimant should be informed of its existence, and it may be disclosed
to the claimant’s representative unless the latter’s relationship with
the claimant is such that disclosure would be as harmful as if made to
the claimant,

Nondisclosure is to be used sparingly and should not be used in a
way which denies to claimants the ability to know the reason for this
decision. Full disclosure should be made to an appropriate
representative.
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Medical Evidence—Section 15 of the bill would authorize the Sec-
retary to pay all non-Federal providers for costs of supplying medical
evidence of record in social security disability claims as is done for
SSI disability elaims.

T'ravel E'xpenses.—Section 16 of the bill would place in permanent
law authority for payment of claimant’s travel expenses resulting from
participation in various phases of the adjudication process.

Court Remands.—Section 11 remedies two chronic problems in the
provisions in the law which authorize the remand of court cases back
to the administrative process. First, your committee’s bill would limit
the absolute authority of the Secretary of Health, Education, and Wel-
fare to remand cases back to the appeals council before answer. The
Harrison subcommittee suggested in its report that such absolute dis-
cretion gave the Secretary the ability to remand cases back so that they
could be strengthened to sustain court scrutiny. Other critics, including
the Center for Administrative Justice in its 1977 report, believed that
the current provision might lead to laxity in appeals council review in
that they may get another look at the case if it was appealed to the dis-
trict court. Your committee’s bill would require that such remands
would be discretionary with the court upon a showing by the Secretary
. of good cause.

The second provision relates to remands by the courts. Under exist-
ing law the court itself, usually on motion of the claimant, has discre-
tionary authority “for good cause” to remand the cases back to the
appeals council and ultimately the administrative law judge. Statistics
show that of the 8,205 social security cases disposed of in fiscal 1977,
there were 1,257 reversals——-about 40 percent. However, only 249 of
these cases were reversed directly by the court while 1,008 were reversed
after being remanded to the ap(feals council. Undoubtedly many of
these court remands are justified because of the insufficiencies ofv the
prior E:oceedings. However, it appears that some of the remands are
made because the judge disagrees with the outcome of the case which
he might have to sustain under the “substantial evidence rule”.

Your committee’s amendment would require that a remand would be
authorized only on a showing that there is new evidence which 1s ma-
terial, and that there was good cause for failure to incorporate it into
the record in a prior proceeding. The Center for Administrative Jus-
tice in its report pointed out that such a provision is contained “in
nearly all comparable review statutes”. T'his language is not to be con-

“strued as a limitation of judicial remands currently recognized under
the law in cases which the Secretary has failed to provide a full and
fair hearing, to make explicit findings, or to have correctly apply the
law and regulations.

Closed Record.—Section 10 would limit the prospective effect of
applications (the so-called floating application) and allow for a more
orderly administrative process and closing of the record. Present law
provides that if an applicant satisfies the requirements for benefits at
any time before a final decision of the Secretary is made, the applica-
tion is.deemed to be filed in the first month for which the requirements
are met. One consequence of this provision is that the claimant is
afforded a continuing opportunity to establish eligibility until all lev-
els of administrative review have been exhausted, i.e., until there is a

44~122 O -~"79 -3
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finul decision. Thus, & ¢claimant can continue to introduce new evidence
at each step of the appeals process. even if it refers to the worsening of
a condition or to a new condition that did not exist at the time of the
nitial application.

The amendment made by this section would allow the issuance of
regulations to foreclose the introduction of new evidence with respect
to a previously filed application after the decision is made at the
administrative ALJ hearing, but would not affect remand authority to
remedy an insufficiently documented case or other defect.

Time Limits.—Section 12 of the bill also requires the Secretary of
HEW to submit a report to Congress no later than January 1, 1980,
recommending appropriate time limits for the various levels of adjudi-
cation. Several Federal district courts have imposed such limits at the
hearing level and numerous bills have been introduced to set such
limits at various levels of adjudication.

The bill requires the Secretary in recommending the limits to give
adequate consideration to both speed and quality of adjudication. This
would force the administration in progranr and budget planning to
take a harder look at these sometimes conflicting objectives. Congress
could then evaluate the recommendations for consistency with the
clements it wishes to emphasize and take further action next year.

IIT. AcruariaL Costs AND Savivas Estimates UNper e BIvn,

Short Term.—The status of the Disability Insurance Trust Fund
has greatly improved since the 1977 amendments. Before these amend-
ments it was estimated that the fund would be exhausted by early 1979.
The Social Security Amendments of 1977 allocated additional funds
to assure its solvency well into the 21st century. The latest trustee’s re-
port (1979), which has just been released, shows that by the end of
fiscal 1979 the disability trust fund will total over $5.5 billion and that
it will grow rapidly during the following 4 fiscal years. At the end of
fiscal 1983, it will have a balance of almost $22 billion, which is about
100 percent of estimated benefit expenditure in the following fiscal
year. The effect of your committee’s bill on the disability trust fund is
shown in table A. Table C shows the cost and savings on a provision-
by-provision basis. These reflect the estimates of the Social Security
Administration actuaries. The estimate of the Congressional Budget
Office which appears in section V shows slightly greater savings to
the disability trust funds, and includes estimates of H.R. 3236’s effect
on general revenue funded income maintenance programs.

The improved condition of the fund is due not only to increased
financing allocated to the disability program by the 197¥ amendments
but also to significant improved experience in the program. The fact
that the effect of this experience is substantial is shown by table B,
which compares cstimateg experience at the time of the 1977 amend-
ments with actual and estimated experience in the just-released 1979
trustees report. On the other hand, in the near term the Old-Age and
Survivors Insurance Trust Fund 1s expected to decline—due almost
entirely to greater than estimated inflation—which about offsets the
favorable disability experience. The OASI Trust Fund declines by
over $6 billion in the next 8 fiscal years, with the fund totaling only
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about 18 percent of annual expenditures at the beginning of 1981.
Moreover, the two funds, on a combined basis, would total only about
22 percent of expenditures at that time.

Long Term.—On a long-term basis the situation of the Disability
Insurance Trust Fund is also favorable. The 1979 trustee’s report re-
flects new assumptions of substantially reduced disability incidence
rates in the future as compared with those assumned in earlier reports.
These changes are largely based on award experience since 1975 and
particularly in 1978 (see table ), the reasons for which are not wholly
known. The Subcommittee on Social Security has received consider-
able testimony that this may be the result of tighter administration
and a growing reliance on the medical factors in the determination
of eligibility for disability. Chart A shows the development of this
trend since 1975.

CHART A—Basis for disability allowances, fiscal years 1863, 1970, and 1973-78.
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The 1978 trustee’s report indicated a long-term actuarial deficiency
of —0.14 percent of payroll in the disability insurance program but the
more favorable assumptions as to incidence rates in the 1979 report has
changed this to a 0.21 percent of payroll favorable balance (see table
E). Your committee’s bill provides a savings of 0.21 percent of pay-
roll raising the actuarial surplis to .42 percent of payroll. Although
this does put the program in a very desirable condition, its past his-
tory of volatility suggests caution in making any precipitous read-
justment in allocation between trusi. funds. The long-range deficit in
the OASI has increased slightly from —1.26 to —1.41 percent of pay-
roll due primarily to assumptions as to lower mortality.

It should be emphasized that the estimates presented are based on the
so-called intermediate assumptions and the use of either the pessinustic
or optimistic assumptions woild produce different results. The assump-
tions underlying each of the three sets of assumptions are explained
detail in the Trustees Report.
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TABLE A.—DISABILITY INSURANCE TRUST FUND—BALANCE AT END OF FISCAL YEAR

[In billions]

. Presant Law, Presont Law
s 1979 Trustm 83 amended
’ Report - by H.R. 3236
*7. 5 i?. 5
0.8 1.0
16.0 16.5

21.9 5

TABLE B—-DISABILITY INSURANCE TRUST FUND—BALANCE AT END OF CALENDAR YEAR

[in billions)
Present law, 1977  Present law, 1979
law estimate trustees report
3.5 1342
s3. 9 s.‘i. 6
4.4 1.5
6.5 1.7
8.6 17.0
10.4 23.1

1 Actual,

TABLE C.—ESTIMATED EFFECT ON OASDI EXPENDITURES, B PROVISION OF H.R. 3236
[Pluses indicate cost, minuses indicate savings]

Estimated

effect on

long range

0ASDI

Estimated effect on OASDI expenditures expenditures

. in fiscal years 1980-842 (in millions) as pertcenth?t

: axable

Provision ! 1980 1981 1982 1983 1984 payroll 3
Limitation on total lamily benefits for disabled-worker

tamilies (sec, 2>—

Benefit payments__ _.___ ... .. __ ... —$38 —$146 —$263 -—$392 —$525 ... . ____.__

Administrative costs. ... ... . O® ® o o [

TOta) . e naes -38 ~146 -—263 -—392 525 ~0.09

Reduction in number of dropout ysars for younger disabled
workers (sec. 3)—

Benefit payments.... ... . R —-12 —=46 ~89

Administrative cost ® +l +1

L1 R -2 -4 -88

Deductlon ot impairment-related work expenses from earn-
ngs in determining substantial gainful activity

(sec. 5)—
Benefit payments. ... ... ... 1 2 5 9 | & S
Admi nisgrnytﬂencosts. . .t‘) .r‘) .*(-‘) .'(-‘) +(’) ..............

+1 42 45 49 413 +.01

-4 -19 -3 -133
+6 13 16 +17

+2 -6 =51 -ll§

More detailed notices specifying reasons for denial of
disability claims (sec. 9, §°—c

R ——— | T TS SR Y S ¢
R [ ¢ | N rtecmcac—meae RO +|9_ +20 +21 +22 +23 T ®
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TABLE C.—ESTIMATED EFFECT ON OASDI EXPENDITURES, BY PROVISION OF H.R. 3236—Continued

{Pluses indicate cost, minuses indicate savings)

Estimated
long ange

ng ran
. . 0ASDY
Estimated effect on OASDI expenditures expenditures
in fiscal years 1980-842 (in millions) as percent of

L taxable
Provision 1980 1981 1982 1983 1984 payroll3
Limit trust fund payments for costs of vocational rehabilita-
tion services to only such services that result in a cessa-
tion of disability, as demonstrated by a return to work
(sec. 13—
Trust fund payments.... .. . .. -4 -79 -83 -8 .. ...
Administrative costs__._____ ... ... ® ® o [ 2
TOl. o e oo -4 ~-79 -83 -8 -01
Payment for existing medical evidence and certain travel
expenses (sec. 15 and 16
enefit payments___ [
Administrative costs ¢ +24 .
Tobalo e e +24 ®
Perlodic revisw of disability determinations (sec. 17)—
Totsl benefit payments._. . ____ . ... -5 -~30 -70 -109 -168
For determinations made after enactment_______.____ .. ... ... -10 -20 __.
For determinations made before enactment___ -5 =30 =70 -99 148 ..
Administrative costs¢_ ... .. .. ... +31 +40 442 43 +45
Total e cemeecmeececceeaaen +26 410 ~-28 66 ~—123

Benefit {’nymants ............................... —58 ~239 —490 764 —=1,072 ... ..........

Paymonts for costs of vocational rehabilitation services..______._... —40 =79 - —~86 ... -
Administrative costs. ... ... . oo ooeceeeee 76 495 4102 4106 110 ... ...
Total net effect on OASDI Trust Fund expenditures.. 418 —184 —467 741 —1,048 -.21

1 The benefit estimates shown for each provision take account of the provisions that precede it in the table.

2 Estimates are hased on the intermediate assumptions in the 1979 trustees report. .

3 The estimated reduction in fong-range average expenditures represents the total net change in both benefits and
administrative expenses over the next 75 yr.

¢ Additional administrative expenses are less than $1,000,000. . . .

s Additional funds will be fequired in fiscal year 1979 to establish the administrative framework for implements-
llt:nNof this proposal effective 1980,

one.

? Assumes short concise statement and applies only to DI claims.
¢ Logs than 0,005 percent. . )
¢ Additional expenditures for the payment of certain travel expenses amount to less than $1,000,000 in each year

Note: The above estimates are based on assumed enactment of H.R. 3236 in September 1979,
Source: Social Security Administration. Apr. 19, 1979.

TABLE D.—DISABLED WORKER BENEFIT AWARDS, 1968-78

Awards per
Number of 1,000 insured
awards workers
Calandar year:
1 323,514 4.8
344, 781 4.9
, 384 4.8
415, 897 5.6
456, 562 6.0
491, 955 6.3
5, 977 6.7
592, 049 7.1
551, 740 6.5
569, 035 6.6
457, 451 5.2
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TABLE E—~FSTIMATED AVERAGE EXPENDITURES OF OASDI SYSTEM; (NTERMEDIATE ASSUMPTIONS BY
RTASON FOR CHANGE—EXISTING LAW 1979 TRUSTEE'S RLPORT

[As percent of taxable payroll]

Medium range Long range
item 0ASI DI Total 0ASI D! Total
Shown in 1978 report: t
Actuarial bafance. . .- ......____.______._._. +0.79 +0.23  +1.02 -1.26 —0.14 -1.40
Average scheduled tax rate_._. 9.70 197 11.67 10.03 2.12 12.1€
Estimated average expenditures_. . ________ 8.91 1.74 10.64 11.29 2.26 13.55
Changes in estimated average expenditures due to
changes in— 2
Average wage indexing series....._..__.____._. +.03 +.01 +.04 +.02 40 +. 02
Valuation date._........... . © 4.03 +.01 +. 06 +.01 +.07
Economic assumptions__._ . +.03 +.20 +. 05 +.01 +.06
Mortality assumptions__ . +0 +.13 +.39 40 +.39
Disability assumptions__. _ -.29 -29 ... —. 43 -. 43
Methods_ . __._..________ +.02 +.09 -.23 +.06 =17
Ail other factors_ . _______._ ... —.02 -, 24 -1 +0 -1
Total change in estimated average expendi-
(114 . +.16 -.21 -.05 +.18 -.34 -.16
Shown in this report: 2
Estimated average expendltures______.________ 9.07 1.52 10. 59 11.47 1.92 13.38
Average scheduled tax rate. R 9.76 2.00 11.76 10.05 .13 12.19
Actuarial balance._. ... ___._.____.________ ... +.69 +.48 4117 -1.41 +.21 -1.20

. VExpenditures and taxable peyroll are calculated under the Intermediate sat of assumptions (alternative 1) described
in last year's report which incorporates ultimate annual Increeses of 53¢ percent in average wages In covered employment
and 4 percent in the CPI, an ultimate annual unemployment rate of § percent, and an ultimate tota! fertility rate of 2.1
children per woman. The averages are computed over projection periods commencing with 1978.
2 See the text for a discussion of the items shown below. ) . : ;

. 3 Expenditures and taxable payroll are calculated under the intermediate set of assumptions (alternative I1) described
in the text of this report. The uttimate values for the annual increases in average wages in covered employment and In the
CPI, for the annual unemglc:rr‘nant rate and for the total fertility rate are the same as those included in the intermediate
;g; ;f assumptions described in last year's report. The averages are computed over projection periods commencing with

_ Note: Taxable payroll is adjusted to take into account the lower contribution rates on self-employment income, on
tips, and on multiple-employer ‘‘excess wages' as compared with the combined employer-employee rate.



TABLE F.—OPERATIONS OF THE DISABILITY INSURANCE TRUST FUND UNDER EXISTING LAW DURING SELECTED FISCAL YEARS 1960-78 AND ESTIMATED FUTURE DPERATIDNS DURING FISCAL
YEARS 1979-83 UNDER THE INTERMEDIATE SET OF ASSUMPTIONS

{n millions]

Transactions during period

Income Disbursements
Reimburse-
ments from
general fund
of Treasury
for costs of
noncontribu- . Payments for Transfers to
L tory credits ) vocational Adminis- railroad
i Contributions,  for military  Interest on Benefit rehabilitation trative retirement  Netinterest  Fund at end
Fiscal year ! Total  less refunds service investments2 Total payments services expenses 2 account in fund of period
Past experience:3
1 $1,034 $47 $533 $528 _ - $32 —$27 $501 $2, 167
1,237 62 1,495 1,392 _ R 79 24 —257 2,007
1,611 54 1,931 1,721 1 183 25 -321 1,686
2,33 67 1,997 1, 861 7 9 3l 335 2,022
2, 800 8s 2,236 2,088 15 },12 20 564 2,58
3,705 141 2,613 2,443 15 33 21 1,092 3,678
4,380 4, 141 16 223 2,954 2,778 16 149 10 1, 426 5,104
4,911 4, 569 16 325 3,606 3,381 21 190 13 1, 305 6, 408
5, 291 4,853 50 388 4,309 4, 046 28 212 24 982 7,3%
5, 947 5, 461 51 435 S, 467 5,162 39 247 20 479 7,869
6, 768 6,234 52 482 6, 385 6,159 50 154 22 383 8,253
7,920 7,35 52 512 7,982 7,630 7 253 ~62 8,191
8, 355 7,791 468 9, 606 9,222 92 266 26 -1,251 6,939
2,172 2,159 _________..___ 13 2,653 2,555 27 [ . —481 6,459
9,374 8,900 103 372 11, 590 11,135 n 378 [Q —2,215 4,23
12,784 12, 404 128 251 12, 655 12,214 8 327 3 129 4,372
15, 297 14, 850 142 305 14, 005 13, 552 34 -5 1,292 5,664
17,434 16,954 118 422 15, 709 15,199 102 423 -15 1,785 7,439
20, 759 20, 041 128 590 17, 323 16, 798 109 442 -26 3,436 10, 885
24,097 23,031 155 911 18, 984 18, 452 115 465 —48 5,1 15,998
26, 522 25, 067 159 1,296 20,648 20, 106 120 488 —66 S, 874 21.872

! Under the Congressional Budget Act of 1974 (Public Law 93-344), fiscal years 1977 and later
consist of the 12 mo ending on Sept. 30 of each year. The act further frow fes that the calendar
gquarter July to September 1976 is a period of transition from fiscal year 1976, which ended on June 30,
1976, to fiscal year 1977, whicn began on Dct. 1, 1976. L

? Interest on investments includes net profits on marketable investments. Beginning in 1976,
administrative expenses incurred under the disability insurance program are charged cunenlI( to
the trust fund bn ah estimated basis, with a final adjustment, including interest, made in the follow-
ing fiscal year. The amounts of these int adjustments are included in interest on investments.
For years prior to 1967, a description of the method of accounting for administrative expenses is
contained in the 1970 An nual Report of the Board of Trustees.

8'ﬂ;gst;nam:ial operations of the disability insurance trust fund began in the latter half of fiscal

yoar A .

¢ Less than $500,000 was transferred from the railroad retirement account to the disability in-

surance trust fund. . . .
3in interpreting the estimates, reference should be made to the underlying assumptions described

in the preceding section and shown in tables 10 and 11,

61
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TABLE 6.—CONTRIBUTION ANO BENEFIT BASE AND CONTRIBUTION RATES—OASDI

Contribution rates (percent of taxable earnings)

Cﬁntribud- Employees and employers, each Self-employed
on an
Calendar years benefit base 0ASOI 0ASI ot 0ASDI 0ASI DI
$3, 000 L
-000 1.500 P,
3,600 1.500 2.2500 2.2500
3,600 2.000 3.0000 3.0000 ...
4,200 2.000 3. 0000 3.0000 ...
, 200 2.250 3. 3750 3.0000 0. 3750
4, 800 2.500 3,7500 3. 3750 3750
4,800 3. 000 4.5000 4.1250 3750
4,800 3.125 4.7000 4. 3250 3750
4, 800 3.625 5. 4000 5. 0250 3750
6, 600 3.850 5. 8000 5. 2750 5250
6, 600 3.900 5. 9000 5. 3750 5260
7,800 3.800 5. 8000 5. 0875 7125
7, 800 4.200 6.3000 5.5875 7125
7,800 4.200 6. 3000 5. 4750 8250
7, 800 4,600 6. 9000 6. 0750 8250
9, 000 4.600 6. 9000 6.0750 8250
10, 800 4. 850 7. 0000 6. 2050 7950
13, 200 4.950 7. 0000 6. 1850 8150
14,100 4,950 7.0000 6. 1850 8159
15, 300 4.950 7.0000 6. 1850 8150
16, 500 4.950 7.0000 6. 1850 . 8150
17,700 5.050 7.1000 6.0100 1. 0300
22, 900 5.080 7. 0500 6.0100 1. 0400
Changes scheduled in
presentiaw:
1980 25, 500 5.080 4,330 . 750 7. 0500 6.0100 1. 0400
29, 700 5. 350 4,525 . 825 8. 0000 6. 7625 1.2375
(0] 5. 400 4.575 . 825 8, 0500 6. 8125 1. 2375
(l; 5.770 4.750 . 950 8.5500 7.1250 1. 4250
(! 6.200 5.100 1.100 9. 3000 7. 6500 1. 6500

1 Subject to automatic increase.

TABLE H.—DISABILITY INSURANCE BENEFICIARIES WITH MONTHLY BENEFITS IN CURRENT-PAYMENT STATUS
AS OF JUNE 30 UNDER INTERMEDIATE ASSUMPTIONS, CALENDAR YEARS 1975-2055
[in thousands]

Wives and .

Calendar year Workers husbands Children Total
2,363 429 1,333 4,125
2,602 468 1, 462 4,532
2,755 482 1, 496 4,733
2,858 491 1,512 4, 861
2,895 489 1,497 4,881
2,942 486 1,486 4,914
3,33 496 1,48 5,315
3, 862 644 1,465 5,971
4, 457 705 1, 6l 6, 765
5,209 781 1,829 7,819
6, 061 874 2,070 9, 005
6,777 961 2,211 10,015
7,180 1,001 2,425 10, 606
7,260 1,008 2,538 10, 806

s 987 2,540 10, 569
6, 766 956 2,446 10, 168
6,744 956 2,397 10, 097
6, 950 979 2,438
7,206 1,010 2,5 10, 754

, 31 1,024 2,606 , 94
7,325 1,030 2,619 10,974

Source: 1979 Trustees Report.
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TABLE |.—~LONG-RANGE COST ESTIMATES FOR THE PROVISIONS OF H.R. 3236 ASSUMING EFFECTIVE DATE OF
JAN 1, 1980: ESTIMATES SHOWN FOR EACH PROVISION TAKE INTO ACCOUNT INTERACTION WITH PROVISIONS
THAT PRECEDE IN THE TABLE

Estimated long-range cost
as percent of taxable
payroll based on 1979
trustees reports inter-
mediate assumptions

0ASI DI HIY

—

. Limit total DI family benefits to the smaller of 80 percent of AIME or 150 percent of PIA.
No family benefit would be reduced below 100 percent of the worker's PIA__.__.__... @) —0.09 )
..Compute DI benefits using one dropout year for each 5 full elapsed years. However, if the
worker provided principal care of a child (own child or spouse’s) under age 6 for more
than 6 mo in any calendar year which is included in the worker's elapsed ydars, the
number of dropout years is increased by 1 for each such calendar year. The maximum
number of dropout years allowed is 5. Continue ag;licaﬁon of this provision for retire-
ment benefits when disabled worker attains age 65 but not for survivor benefits when
he dies. (Child care dropout provision effective Jan. 1, 1981). __..._._____.._..._..__ @ -.04 ®
. Exclude from earnings used in determining ability to engage in SGA the cost to the worker
of any extraordinary work related expenses due to severe impairmant including routine
drugs and routine medical services. ... .. .. ... ... 2 .01 »
. Provide trial work perlod for disabted widows/widowers_______________.____________.__
. For any disabled worker, widow(er), or child who engages in substantial gainful activity
within 13 mo after the completion of the trial gerlod WP) DI benefits ere terminated
after the 15th mo following completion of the TWP. Suspend DI benefits for any month
during the 15 mo following completion of the TWP in which the beneficlary engages in
substantial gainful activity, excluding the 1st 3such months......_____________..... ) ® ®
6. Extend medicare coverage for 24 mo after SGA termination following the completion of a
trial work period. . ... . . __.____._____________ e on @ Q@) Q]
Eliminate the requ it that months in the medicare waiting perlod be consecutive for
persons retu[nmi to beneficiary status within 60 mo of termination. (84 mo for disabled
chitdren or diasbled widows/widowers). __ __ . __ . eiiee- 8
Proposals 6 and 7 combined__._____ e e e
. Provide that determinations of disability be made by secretary or by State agency pur-
suant to an agreement with the secretary. The Federal-State agreement is optional and
could be terminated by either State or secretary. Provide that secretary alone determine

~N

w

(LY

~

o0

reimbursement to State for actual costs of making disability determinations_......... () ® ®
9. SSA preadjudicative review of at laast 65 percent of State agency initial determinations

(atlowances only), fully effective in fiscal year 1982____._______._...._.__.______.__ @ -0 -0
10. Provide claimant with written y of evidence used in making disability determina-

0N o e @ @) @
11. Provide that the Secretary's authority to remand a court case to the ALJ be discretionary

with the court upon a showing of good cause by the secretary. Require that the court

may remand only on a showing that there is new evidence which is material, and that

there was good cause for failure to incorporate it into the record in a prior proceeding. . ® @ @
12. For any person whose disability ceases as & resu!t of rehabilitation (as demonstrated by 12

continuous months of employment either at the level of SGA or in a sheltered workshop),

the DI trust fund will reimburse the U.S. Treasur{ the Federal share of the VR cost for

that person. No DI trust fund reimbursement will be made otherwise.. _..._._....._. ® -0 ®
13. Provide that no beneficiary be terminated due to medical recovery if the beneficiary is

rmicipating in an approved VR %rozram which SSA determines will increase the

ikelihood that the beneficiary may be permanently removed from the disability benefit

i
L A @) @) @)
14. Require secretary to pay all non-Federal providers for costs of supplying medical evidence
of record in title 11 disability claims_.._. .. ... _. e ramenamanansnanaenne ®) @) @
15. Authorize payments from DI trust fund for claimant's travel expenses resulting from

undergoln‘ a madical exam required by Secretary. Pay for travel exrcnsel of claimants,
representatives, and witnesses in sttending reconsideration interviews and hearings_ ... .. ... . .....
16. Require State agency or secretary to review the cases of disability baneficiaries at least

once .ovevY 3 yr for purposes of dotormlnink continuing eligibility. 1f the beneficiary's

disability is determined to be permanent, the periodic review is not required...._. ... @ —.03 @)

Total for HR. 3236 3. e oo ceacma e ¢ —21 -0

125-yr average cost.
2 Less than 0,005 percent.
2 pue to rounding, separate estimates for the provisions may not add to the total.
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TABLE J.—EFFECT OF FAMILY LIMITATION ON DISABILITY BENEFICIARIES—DISABLED WORKER AND 2 DEPEND-

ENTS, 1980 ¢

80 percent of
AIME or 150 Amount of
percent of raduction
Current law PIA (H.R. relativa to
Annus! indexed earnings benefit 3236)  existing law

80 percent of AIME:

$1,750. ... $2, 363 $1,576 $787
, 077 3,400 677
, 039 4, 600 439
6, 506 5, 636 924
8,084 6,476 1, 608
8, 795 7,268 1,527
9, 546 8.109 1,437
0,309 8, 845 1,464
10,776 9,238 1,538

! Based on intermediate assumptions contained in 1979 Trustees Report. Limitation only applies to entitlements after
1979 and does mt)t apply to individuals currently on rolls. AIME Is average indexed monthly earnings; PIA is primary
insurance amount.

IV. SECTION-BY-SECTION ANALYSIS

SHORT TITLE

Section 1 provides the short title and table of contents of the Dis-
ability Insurance Amendments of 1979.

LIMITATION ON TOTAL FAMILY BENFEFITS IN DISABILITY CASES

Section 2(a) (1) of the bill amends section 203(a) (1) of the Social
Seccurity Act (as 1n effect after December 1978) by adding a reference
to a new paragraph (6), which would limit family disabﬁity benefits.

Section 2(&%(2 of the bill provides that paragraphs (6), (7), and
(8; of section 203(a) of the act are redesignated as paragraphs (7),
(8),and (9), respectively.

Section 2(a) (3) of the bill adds a new paragraph (6) to section 203
(a) of the act, which provides that family benefits based on the earn-
ings of a disabled worlker (and before the application of the worker’s
compensation offset) are limited to the smaller of 80 percent of the
worker’s average indexed morthly earnings (but not less than the
worker's primary insurance amount) or 150 percent of the worker’s
primary insurance amount. The limit will apply to the original family
benefit and will be subject to automatic cost-of-living adjustments,

Section 2(b) (1) of the bill amends section 203(a) (2) (D) of the act
to refer to redesignated paragraph (8).

Section 2(b) (2) of the bill amends section 203(a) (7) of the act
("}203(a) (8) after redesignation) to refer to redesignated paragraph

Section 2(b) (3) of the bill amends section 215(i) (2) (a) (ii) (IIT)
of the act to refer to redesignated paragraphs (7) and (8) of section
203(n).

Section 2(e) of the bill provides that the amendments made by sec-
tion 2 of the act will applv with respect to initial eligibility for benefits
af;er 1978 and initial entitlement to disability benefits beginning after
1979,
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REDUCTION IN NUMBER OF DROPOUT YEARS FOR YOUNGER DISABLED
WORKERS

Section 3(a) of the bill amends section 215(b) (2) (A) of the Social
Security Act (as in effect after December 1978) to reduce the number
of years that can be dropped from a worker’s benefit computation
years for a worker who becomes disabled before reaching age 47.

1. The revised clause (i) of section 215(b) (2) (A) provides that the
number of years that can be dropped in the case of survivor’s benefits
will continue to be 5 as under present law; this is also true for old-age
cases unless the worker was entitled to a disability benefit for the
month before he reached age 65.

2. The new clause (il) provides that the number of years that can
be dropped in a disability case cannot exceed one-fifth of the indi-
vidual’s elapsed years—years after 1951 or age 21; if later, and up to
the year of onset of disability. Any resulting fraction of a year will
be disregarded.

The limit on the number of dropout years will continue to apply in
determining the worker’s primary insurance amount in the event of
the worker’s subsequent disability, or when he reaches age 65, unless
he 1s not entitled to disability insurance benefits for at least 12 months
before he becomes eligible again for disability benefits or reaches
age 65.

Section 215(b) (2) (A) is also revised to provide for additional drop-
out years for certain people affected by the reduction in dropout years
described above. Under this provision, where regular dropout years
are limited to less than 5 by reason of clause (ii), 1 year not otherwise
dropped could be dropped for each year in which the worker is re-
sponsible for providing, and provides, the principal care of his or her
child (or the spouse’s child) under the age of 6 for at least 6 full
months. (The total number of regular and child care dropont years
cannot exceed 5.)

As under present law, section 215(b) (2) (A) provides that the num-
ber of an im{)ividual’s benefit computation years shall be no less than 2.

Seetion 3(b) of the bill amends seetion 223(a) (2) of the act to add
a reference to new section 215(b) (2) (A) (it).

Section 8(c) of the bill provides that the amendments made by
seetions 3(a) and 8(b) of the act, except for the amendment providing
for child-care dropout years, would apply with respect to initial en-
titlements to disability benefits beginning on or after January 1, 1980.
The amendment made by section 3(a) dealing with child-care dropout
years would be effective for monthly benefits payable for months after
1980. -

WORK INCENTIVE—SUBSTANTIAL GAINFUL ACTIVITY DEMONSTRATION
PROJECT

Section 4(a) of the bill directs the Commissioner of Social Security
to develop and carry out experiments and demonstration projects to
determine the relative advantages and disadvantages of alternative
methods of treating work activity of social security disability benefi-
ciaries including a reduction in benefits based on earnings, with the
objective of encouraging disabled beneficiaries to return to work.
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Section 4(b) provides that these projects be of sufficient scope to
permit a thorough evaluation of the alternative methods under con-
sideration without committing the disability insurance program to the
adoption of any prospective system under consideration.

Section 4 (c) provides that the Secretary may waive compliance with
the benefit requirements of titles IT and XVIII to the extent necessary
to effectively carry out such projects; however, no such experiment
or project can be unplemented until 90 days after notification by the

"Commissioner of Social Security to the House Committee. on Ways
and Means and the Senate Committee on Finance. Periodic reports
on the progress of such experiments or demonstration projects, includ-
ing recommendations for changes in law or administration, shall be
stubmitted to the committees.

Section 4(d) specifies that the Commissioner of Social Security shall
submit to the Congress, no later than January 1, 1983, a final report
on the experiments and demonstration projects, including appropriate
related data and materials.

Section 4(e) adds to section 201 of the Social Security Act a new
subsection (j) to provide that expenditures made for experiments and
demonstration projects will be made from the Federal disability insur-
ance and Federal old-age and survivors trust funds.

EXTRAORDINARY WORK EXPENSES DUE TO SEVERE DISABILITY

Section 5 of the bill amends section 223(d) (4) of the Social Security
Act to provide that, where an individual’s disability is sufficiently
severe to result in a functional limitation requiring assistance in order
for him to work, an amount equal to the cost to him of necessary
attendant care services, medical devices, equipment, o1 prostheses,
and similar items and services (not including routine drugs and
routine medical care and services unless such drugs are necessary for
the control of the disabling condition), whether or not such assistance
is also needed for his normal daily functions, shall be excluded from
his earnings in determining whether he is able to engage in substantial
wainful activity by reason of his earnings.

PROVISION OF TRIAL WORK PERIOD FOR DISABLED WIDOWS; EXTENSION OF
ENTITLEMENT TO DISABILITY INSURANCYE BENEFITS AND RELATED BENEFITS

Section 6(a) of the bill amends sections 222(c) (1) and (3) of the
act to provide a trial work period to disabled widows and widowers in
the same manner as provided for disabled workers. These amendments
shall apply to those whose disability has not ceased prior to enactment.

Section 6(b) (1) of the bill amends sections 223(a) (1), 202(d) (1)
(G), 202(e) (1), and 202(f) (1) of the Social Security Act to extend
an individual’s status as a disabled individual for 15 months after the
completion of a 9-month trial work period, as long as he has not medi-
cally recovered Subsection (b)(2) adds a new subsection (e) to sec-
tion 223 to provide that no benefits would be payable during the last 12
months of this period as long as the individual is engaging in substan-
tial gainful activity. The effect of this amendment will be to allow an
individual to return to benefit status without going through the proc-
ess of reestablishing the fact that he is disabled. Subsection (b) (3)
extends medicare coverage for beneficiaries who have completed &
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period of trial work, but who have not medically recovered, throngh
tho benefit suspension period provided in subsections (b? (1) and
(D) (2) and for 24 months afterward, or, if earlicr, until the person
medically rvecovers. Subsection (b) (4) (f)rovides that these amend-
ments upf)ly to those individuals whose disability has not been deter-
mined to have ceased prior to enactment.

ELIMINATION OF REQUIREMENT THAT MONTHS IN MEDICARE WAITING
PERIOD Bl CONSECUTIVE

Section 7(a) amends sections 226 (b), 1811, and 1837(g) (1) of the
Social Security Act, and section 7(d) (2) (ii) of the Railroad Retire-
ment Act of 1974 by striking out the word “consecutive” wherever it
appears, thereby modifying the medicare 24-month waiting period
requirement so that these months need not be consecutive,

Section 7(b) further amends section 226 by adding a new subsection,
which provides that, for an individual who is reentitled to the same
type og) monthly disability benefits, the 24-month waiting period may
not include any month in a
individual is reentitled as a gisabled worker and the previous period
of disability terminated more than 60 months before reentitlement;
or (2) the individual is reentitled as an adult disabled since childhood,
or as a disabled widow or widower, and the previous period of dis-
ability terminated more than 84 months before reentitiement.

Section 7(c) provides that these amendments apply to medicare
protection for months after the month of enactment.

revious period of disability, if (1) the

DISABILITY DETERMINATION ; FEDERAL REVIEW OF STATE AGENCY
ALLOWANCES

Section 8(a) of the bill amends section 221 (a) of the Social Sccority
Act to provide that disability determinations shall be made by State
agencies 1 States that provide a written notice (rather than State
agreements, as under present law) to the Secretary stating that they
wish to make such determinations, unless the State has previously
been found to have substantially failed to make determinations in
accordance with the law and the Secretary’s regulations, or unless
the State has previously declined to administer under this section,
i which case the Secretary may determine when and if the State
may again make disability determinations. Section 8(a) further
provides that disability determinations shall be made (or not made for
specified classes of clamants) in accordance with regulations or other
written guidelines issued by the Sceretary. The Seeretary is required
to promulgate regulations specifying performance standards and
administrative procedures to assure effective and uniform adminis-
tration, and may issue regulations on State agency administrative
structure, and other administrative areas (examples are given in the
bill, pp. 15-16). v

Section 8(b) of the bill amends section 221(b) of the Social Security
Act to provide for notice to a State and op:portunity for a hearing if
the Secrvetary determines that the State is substantially failing to
make determinations in a manner consistent with the regulations and
other written guildelines: Lf the Seeretary makes sueh a determination,
lie theveafter will take over the making of the disability determinations

44-122 0~ 79 - 4
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in that State not earlier than the expiration of 180 days. If the State
no longer wishes to participate in the program it must notify the
Secretary but shall continue to make determinations for not less than
180 days after notification, , )

Section 8(c) of the bill amends section 221 ?c) of the Social Security
Act to provide (1) that the Secretary shall (rather than “may on his
own motion”) review State agency determinations that a person 1s
under a disability; (2) that such review shall be made before a deter-
mination is implemented and benefits are paid; and (3) that the
requirement that the Secretary review such determinations (per(1)
above) will be met if he reviews at least 15 percent in fiscal year 1980.
35 percent in fiscal year 1981, and 65 percent in fiscal year 1982 and
thereafter. ' .

Sections 8(d), (e) and (f) make conforming changes in the statutory
language. S _

Section 8(g) provides that the amendments made by this section
shall be effective 12 months after the month of enactment. Any State
that has an agreement with the Secretary already. in effect on the
effective date will be deemed to have given the riotice of participation
specified in these amendments. Thereafter, States must give 180 days
notice of desire to cease making disability determinations.

Section 8(h) of the bill requires that the Secretary snbmit to the
Ways and Means Committee and Senate Finance Committee by Jan-
uary 1, 1980 a detailed plan on how the Department expects to assume
the functions of a State disability determination unit should this be-
come necessary under amendments made by section 8(b). The bill pro-
vides that the plan should assume uninterrupted and qualified opera-
tion of the function and include any amendments to federal law re-
quired to carry out such a plan.

INFORMATION TO ACCOMPANY SECRETARY’S DECISIONS AS TO CLATMANT’S
RIGHTS

Section 9(a) of the bill amends section 205 (b) of the Social Security
Act to require that any decision by the Secretary shall contain a state-
ment of the case setting forth (1) a list of the pertinent law and regu-
lations, (2) a list and summary of the evidence of record, and (3) the
Secretary’s determination and the reason(s) upon which it is based.

Section 9(b) provides that this amendment will be effective with
reS{)ect to decisions made on and after the first day of the second month
following the month of enactment.

LIMITATION OF PROSPECTIVE EFFECT OF APPLICATION

Section 10 would amend section 202(j) (2) of the Social Security
Act (with parallel amendments to sections 216(1) (2) (G) and 228 (b))
to shorten the prospective effect of an application for benefits under
title IT. In present law, section 202(7) (2) provides that if an applicant
satisfies the requirements for benefits at any time before a final deci-
sion of the Secretary is made, the application is deemed to be filed in
the first month for which the requirements are met. The amendment
made by this section would allow the issuance of regulations to fore-
close the introduction of new cvidence with respect to a previously
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filed application after the decision is made at the administrative hear-
ing, but would not affect administrative or judicial remand authority
to remedy an insufficiently documented case or other defect. The
amendments made by this section shall apply to applications filed
after the month in which this Act is enacted.

LIMITATION ON COURT REMANDS

Section 11 of the bill amends section 205(g) of the Social Security
Act to provide that the court may, on motion of the Secretary made
for good cause shown, remand a case to the Secretary for further
action, and that the court may order new and material evidence to
be taken before the Secretary if there was good cause for such evidence
not having been submitted previously.

TIME LIMITATIONS FOR DECISIONS ON BENEFIT CLAIMS

Section 12 of the bill provides that the Secretary shall submit to
the Congress, no later than January 1, 1980, a report recommending
the establishment of time limits on decisions on benefit claims. This
report shall specifically recommend the maximum periods of time
within which (ag initial, (5) reconsideration, (¢) hearing, and (4)
appeals council decisions should be made, taking into consideration
both the need for expeditious processing of claims and the need for
thorough consideration and accurate determinations of such claims.

VOCATIONAL REHABILITATION SERVICES FOR DISABLED INDIVIDUALS

Section 13 of the bill amends section 222(d) of the Social Security
Act to change the provisions authorizing reimbursement from the
social security trust funds for the costs of rehabilitation services
clirovided disabled individuals entitled to benefits on the basis of

isability.

Section 13(a) of the bill substitutes a revised section 222(d) of the
Social Security Act. Paragraph (1) of the revised section 222 (d)
authorizes the transfer of sums from the trust funds to enable the
Seeretary to reimburse the general fund of the U.S. Treasury for the
Federal shave and the State for twice the State share of the reasonable
and necessary costs of vocational rehabilitation services furnished
under a State plan approved under title T of the Rehabilitation Act of
1973 to disabled individuals entitle to benefits on the basis of dis-
ability which results in performance of substantial gainful activity
for a continnouns period of 12 months, or which results in their em-
ployment for a con{inuous period of 12 months in a sheltered work-
shop. The Commissioner of Social Security will establish criteria to
determine: (1) When the vocational rehabilitation service contributed
to successful return to SGA or employment in sheltered workshops and
(2) the amount of the costs to be reimbursed. (Under present law, the
Sceretary is authorized to pay the costs of vocational rehabilitation
services for such disabled beneficiaries but the total amount available
for this purpose may not exceed 1.5 percent of the total cash benefits
paid to disabled workers, disabled widows. disabled widowers, and
disabled adult children in the preceding fiscal year.)
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The existing paragraph (2) of section 222(d)- (relating to require-
ments for State plans providing rehabilitation services) is eliminated
from the revised section. - :

The existing paragraph (8) of section 222(d) (relating to agree-
ments between the Secretary and public or private agencies for re-
habilitation services in States which do not have a plan) is eliminated
from the revised section. '

The existing paragraph (4) of section 222 (b) (relating to arrange-
ments for making payments under this section) is redesionated as
paragraph (2) and is amended to provide that payments from the
trust funds shall be made in advance (rather than “may be made in
installments and in advance”) or by way of reimbursement, with
necessary adjustments for overpayments and underpayment.

The existing paragraph (5) of section 222(d) (relating to the Secre-
tary’s authority to establish methods and procedures for determining
the total amount to be reimbursed for the cost of the services, and
the amounts to be charged to the individual trust funds) is redesig-
nated as paragraph (3) without any substantive change.

The existing paragraph (8) of section 222(d) (relating to the mean-
ing of the term “vocational rehabilitation services”) is redesignated
as paragraph (4) and is amended to state that the term “vocational
rehabilitation services” would have the meaning assigned to it in title
I of the Rehabilitation Act of 1973 (rather than “in the Vocational
Rehabilitation Act”), except that such services may be limited in
type, scope, or amount in accordance with regulations designed by the
Secretary to achieve the purpose of this subsection.

Section 13(a) of the bill also adds a new paragraph (5) to section
292(d) of the Social Security Act to authorize and direct the Secretary
to study alternative methods of providing and financing the costs of
vocational rehabilitation services to disabled beneficiaries in order to
realize mnaximum savings to the trust funds, and, on or before January
1, 1980, to transmit a report to the President and the Congress con-
taining findings, conclusions, and any recommendations.

Section 18(b) of the bill provides that the amendment made by sub-
section (&) would apply with respect to fiscal years beginning after
September 30, 1980.

CONTINUED PAYMENT OF BENEFITS TO INDIVIDUALS UNDER VOCATIONAL
REHABILITATION PLANS

Section 14 of the bill adds to section 225 of the Social Security Act
2 new subsection (b) to provide that benefits based on disability will
not be terminated or suspended because the physical or mental impair-
ment on which such entitlement is based has (or may have) ceased if
such beneficiary is participating in an approved vocational rehabilita-
tion program, and the Commissioner of Social Security determines
that the completion of such program (or its contiruation for a speci-
fied period of time) will increase the likelihood that the beneficiary
may Ee permanently removed from the benefit rolls.

PAYMENT FOR EXISTING MEDICAL EVIDENCE

Section 15(a) of the bill amends section 223(d).(5? of the Social
Security Act to provide that any non-Federal hospital, clinic, labora-
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tory, or other provider of medical services, or thsiciap not in the
empioy of the Federal Government, which supplies medical evidence
required by the Secretary for making determinations of disability,
shall be entitled to payment from the Secretary for the reasonable cost
of providing such evidence. _

ection 15(bz] provides that the amendment made by subsection (a)
shall apply with respect to evidence supplied on or after the date of the
enactment of the act.

PAYMENT OF CERTAIN TRAVEL EXPENSES

Section 16 of the bill adds to section 201 a new subsection (k) to
the Social Security Act to authorize payments from the trust funds, to
individuals to cover travel expenses incident to medical examinations
requested by the Secretary in connection with disability determina-
tions under section 221, and to apflicants, their representatives, and
all reasonably necessary witnesses for travel within the United States
(as defined in secion 210(i)) to attend reconsideration interviews and
proceedings before administrative law judges under title IT of the
Social Security Act. The new subsection (k) would provide that pay-
ments for air travel shall not exceed coach fare, unless first class ac-
commodations are required due to the health condition of the indi-
vidual or the unavailability of alternative accommodations, Payments
for other means of travel could not exceed the most economical and
expeditious arrangements appropriate to such person’s health.

PERIODIC REVIEW OF DISABILITY DETERMINATIONS

Section 17 of the bill amends section 221 of the Social Security Act
by adding a requirement that, unless a finding has been made that
an indiviﬁual’s isability is permanent, the case will be reviewed by
either the State agency or the Secretary, for purposes of continuing
eligibility, at least once every 3 years, Reviews of cases under the
provision shall not be considered as an addition to, and shall not be
considered a substitute for, any other reviews of cases in the admin-
istration of the disability program.

V. Orxer Marrers To Be Discussep UNper THE\RULES oF THE Housk

1. In compliance with clause 2(1) (2) (B) of rule XI of the Rules of
the House of Representatives, the following statement is made rela-
tive to the vote by your committee on the motion to report the bill, as
amended. The motion to report the bill was adopted by a voice vote.

2. In compliance with clause 2(1) ( 3)(A) of ru?e XTI of the Rules of
the House of Representatives, the following statement is made relative
to oversight findings by your committee.

For the last 5 years the full committee and, since its establishment,
the Subcommittee on Social Security, have conducted extensive over-
sight activities on the disability insurance program. These activities
are reflected in almost every section of the bill reported by your com-
mittee. The following are a few examples,
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REPLACEMENT RATE

In late 1975 the subcommittee hired John ¥. Miller, probably the
- foremost disability insurance actuary in the country, to study the then
deteriorating actuarial condition of the system. Mr. Miller pointed
to growing replacement rates as a major contributing factor to this
adverse experience. Robert J. Myers, former Chief Actuary of the
Social Security Administration, also emphasized this point in the
actuarial studies he prepared for the subcommittee in 1975 and 1978.
Our “decoupling” legislation in 1977 and section 2 (family benefit
limitation) and section 3 (drop-out years) in your committee bill have
the effect of substantially reducing replacement rates so that they are
neither so much of an incentive to apply for benefits nor a disincen-
tive for beneficiaries to leave the rolls.

NEEDED RESFARCH

Through its oversight activities, your committee found that little
in the way of pertinent research material is available in the general
area of work incentives for disabled workers. Research findings as to
the effect of raising the amount of money that constitutes substantial
eainful activity, trial work periods and alternative methods of treat-
ing work activity of disabled workers are urgently needed for en-
lightencd policy determinations. Section 4 authorizes experiments and
demonstrations in these areas and the waiver of the disability insurance
and medicare law when appropriate.

PROGRAM ACCOUNTABILITY

As a result of extensive staff investigation and studies by the Gencral
Accounting Office in 1976 and 1978, your committee has found signifi-
cant weaknesses in the existing Federal/State arrangement and be-
lieves that a strengthening of the adjudicative structure and increased
Federal supervision and control of State decision making is necessary.
Section 8 carries out this objective by authorizing the Secretary of
Health, Education, and Welfare to ostablish & more cohesive and re-
sponsive system by regulation.

I'n addition, your committee has followed closely a significant ad-
ministrative change in the disability program made in 1972 that was
{antamount to an amendment to the statutory scheme of the program.
The change from a broad preadjudicative to a very narrow postad-
judicative sample review of state agency disability decisions has con-
tributed, in the view of the actuaries, to higher disability incidence
rates. Due in part to the Subcommittee on Social Security’s oversight
of the quality assurance system, recently there has been an improve-
ment in the actuarial condition of the disability program. Section 8
which calls for a return of Federal preadjudicative review and section
17 which requires periodic re-examination of beneficiaries on the rolls
will enhance quality of decisionmaking.

REHABILITATION

As to work incentives and rchabilitation, the committee directed the
GAO in 1975 to study the trust fund beneficiary rehabilitation pro-
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ram. It reported a declining cost-henefit savings rvatio for the reha-
ﬁilitntiun program and sugeested an administrative freeze pending
netion by the executive and legislative hranches which would emphasize
the gonl of vehabilitations which result in benefit terminations, Section
13, which anthorizes trust fund participation only on the basis of the
beneficiary’s demonstrated return to the labor market evolved from
these studies and the subcommittee staff's own oversight activities in
this area. The GAQ study also suggested numcrous changes in the
work incentive aspects of the law, some of which are included in your
committee’s bill; 1e., the extension of medicare coverage after benefit
termination (section 6) and elimination of the second waiting period
(section 7).

COURT REMAND

Weaknesses in the court remand procedure have been pointed out in
earlier oversight studies (the Harrison subcommittee) and more re-
cently, by the Center for Administrative Justice, whose study was
recommended by the Ways and Means and Senate Finance Commit-
tees. Section 11 limits discretion for both the Secretary of HEW and

the courts in their ability to make remands back to the administrative
level.

3. In compliance with clause 2(1) (8) (D) of rule XI of the Rules
of the Honse of Representatives, your committee states that no over-
sight findings or recommendations have been submitted to your com-
mittee by the Committee on Government Operations with respect to the
subject matter contained in the bill.

4. In compliance with clause 7 of rule XIII of the Rules of the House
of Representatives, the following statement is made relative to the costs
merred in carrying out this bill, A complete discussion of the costs
of the social security program provisions of the bill is contained in
section 11T of this report, which describes the financing and operations
of the program as amended.

5. In compliance with clause 2(1) (4) of rule XI of the Rules of the
House of Representatives, the Committee estimates that the enactment
of H.R. 3236 will not have a significant inflationary impact on the
national economy.

6. Your committee’s cost estimates relating to the provisions of the
bill, relating to the Old-Age, Survivors and Disability Insurance pro-
gram and the Hospital Insurance programs, which were furnished to
the committee by the Department of Healtl, Education, and Welfare,
constitute the best information available at this time. Estimates of the
bill's impact on general revenue expenditures ave set forth in the
materials supplie(T by the Congressional Budget Office, which follow.

7. In compliance with clause 2(1) (3) (B) of rule XI of the Rules of
the House of Representatives, your committee advises that H.R. 3236,
as reported by your committee, involves no new or increased tax ex-
penditures, and the new budeget anthority invelved therein is tabulated
m the report of the Congressional Budget Office. below.

8. Tn compliance with clause 2(1) (3) (C) of rule XI of the Rules of
the Hounse of Representatives, the cost estimate supplied your com-
witteo by the Congressional Budget Office follows: i
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JONGRERRIONAL Buparr Orerer,
LS. CoNauiss,
Washington, D.C'., April 19, 1979,
Hon. AL UrLman,
Chairman, Committec on Ways and Means,
U.N. House of Representatives, Washington, D.C.

Drar MR, CHAIRMAN : Pursuant to Sections 308 (a) and 403 of the
Congress.onal Budget Act, the Congressional Budget Office has pre-
pared the attached cost estimate for H.R. 3236, a bill to amend title IT
of the Social Security Act to provide better work incentives and im-
proved accountability in the disability insurance program, and for
other purposes.

Should the committee so desire, we would be pleased to provide fur-
ther details on this estimate.

Sincerely,
Avice M, Rivuin,
Director.

CongressioNAL Bupeer OFFICE—CosT EsTIMATE

1. Bill number: H.R. 3236.

2. Bill title: To amend Title 1T of the Social Security Act to provide
better work incentives and improved accountability in the disability
insurance (DI) program, and for other purposes,

3. Bill status: As ordered reported by the Committee on Ways and
Means on April 9, 1979.

4. Bill purpose: The primary purposes of this bill are (1) to limit
benefits to new disability recipients with families and to younger dis-
abled workers; (2) to provide certain work incentives with the objec-
tive of increasing the recovery rate of disabled workers; (3) to codify
and strengthen certain administrative practices.

5. Cost estimates: It is estimated that H.R. 3236 will result in a net
reduction in outlays from the disability insurance trust fund. Budget-
ary authority is estimated to rise as a result of increased interest from
the larger trust fund balances. The effects on the DI trust fund are
shown below.

Estimated change in DI outlays and budget authority
Estinated budget authority :

Fiscal vear: Millions
1980 o e e &)
1081 e e $13
198 i e e e et 45
1988 e ——— e e e 99
1084 o e ——————— 173

KEstimated outlays:
Fiscal year:
1980 o e e -17
108 o e e e —387
1982 o e —620
1988 e e —924
1984 o = -1,212

1 Less than $500,000.

H.R. 3238 affects outlays in other income maintenance programs and in the
hospital insurance (HI) and supplemental medical insurance (SMI) trust funds.
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Required budget authority in the income maintenance programs which are entitle-
ments would change by the estlmated change in outlays. Budget authority In the
III and SMI change by the change In interest resulting from the changed trust
fund balances.

The net effect on the total federal budget is given helow :

Estimated net costs or savings to the Federal budget
Estimated budget authority :

Fiscal year: Millions
1980 $26
1981 el %1)
1982 e
1988 e 120

1984 197
Estimated outlays: .

Fiscal year:
1980
1981 __
1982 __
1983
1984

6. Basis for estimates : The tables below summarize the major provisions affect-
ing the DI trust funds and the other federal offsets.

TABLE 1.—ESTIMATED COSTS AND SAVINGS TD THE DISABILITY INSURANCE TRUST FUND OF MAJOR PROVISIONS
OF H.R. 3236 -

[By fiscal years, in mlilions of dollars]

Fiscal year .
1980 1981 1982 1983 198
Combined provisions to limit total family benefit and reduce
the number of dropout years for younger workers. . .. ____. —72 —244 —439 —615 —7173
Gﬁ'percent preadjzudicative review of initial determinations by
iscal year 1982..._ . ... __ ... —3 —35 —99 —199 —301
Review of continuing disability cases once every 3 yrs_____ . 23 16 -1 —22 —42
Reimbursement to States for vocational rehabilitation only when
recipient is successfully rehabilitated __.__________________ 0 —118 —129 —141 —154
More detailed notices of denials....___ - 19 20 21 22 23
Costs to OI of other sections....._.._.._ ... . ... 21 2 27 3 35
Total Ol trust fund savings_.____________..______.____ -17 —337 ~620 —924 1,212

! Savings of the DI trust fund are partially offset by costs to other income maintenance and health programs. In addition,
certan provisions of this bill affect the SS! program. The impact of ths bil} on these other programs is shown in table 2.

TABLE 2.—ESTIMATED CHANGE IN DUTLAYS IN OTHER FEDERAL INCOME MAINTENANCE PROGRAMS AND TO THE
HE AND SmI TRUST FUNDS FROM PROVISIONS OF H.R. 3236

(in mitlions of dollars]

Fiscal year
1980 1981 1982 1983 1984
Cng on family benefits and reduced number of dropout years: .
ederal income maintenance programs estimated outlays. . _ 11 39 67 93 113
212-mo trial wotk petiod and 2-yr extension of medicare:
Hi: Estimated outla{s .................................. 11 38 61 67 73
SMI: Estimated out a‘vs ................................ 7 25 39 13 47
Increased review of initial D1 awards :
Hi: Estimated outlays. ... ____ . ... .. . 0 0 -2 -8 -~26
_SMi: Estimated outlays._._____________ T 1 TTTTTTTTCC 0 0 -1 -5 =17
Periodic review of continuing
HI: Estimated outla{s. ......... -2 -5 -9 -14 —19
SMI: Estimated outlays. . e -1 -3 —6 -9 -12
Supplemental security income !_ 15 2 -25 —59 —82
Total estimated outlays. _._..__.._.___.__..__.___. ... 41 96 124 108 n

. ¢ These costs or savings to SS) represent administration estimates resulting from provisions to increase the pread-
judicative review of initial all and | tation of the periodic review of continuing DI cases.
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Neetion 2 and 3—Limitations on Total Famil Benefits in Disability
(‘ases, and the Reduction in. the Number of Drop-out ¥ears for
Younger Disabled Workers

Seetion £ changes the way the maximum family benefit is compnted
by providing that the total family benelit not exceed 80 percent of
avernge indexed monthly earmings (but not to fall helow the primary
msurance amonnt) or 150 percent. of the worker’s primary insurance

- amount. Section 3 reduces the number of “drop-out” years that may
be taken for calculating AIME for younger workers. The provision,
however, also allows one drop-out year for each year in which a worker
had provided the principal care of a child under age 6 (but not to
exceed 5 drop-out years).

Close to 30 percent of disabled worker beneficiaries reccive depend-
ents benefits and of this group an estimated 84 percent would receive
reduced family benefits as a resnlt of sections 2 and 3 combined. On
average, the benefit for disabled worker beneficiaries with dependents
would be lower by 15 percent under H.R. 3236. As indicated in the
table below, total savings in fiscal year 1980 attributable to reduced
henefits to beneficiaries with dependents are estimated to be $64 mil-
lion, rising to $672 million in 1984. Some lower income beneficiaries,
however, would receive offsetting increases in income maintenance
payments estimated to be $8 million in 1980, rising to $83 million by
1984. As indicated in the table, smaller savings in DI payments and
costs in terms of increased income maintenance payments are esti-
ated for workers without dependents benefits as a result of the drop-
out provision.

CBO estimates are based on a sample of disabled workers (and their
families) awarded benefits between 1978 and 1976. Tn order to project
henelits for workers first coming on the rolls in 1980, the carnings
histories of the workers in the smmple were wage indexed and the new
wage indexed formula was applied to these earnings. Benefits were ad-
justed to account for the higher level of ATME between 1973-1976
and 1980, 1981, 1982, and so on nsing CBO econoimic assumptions.
Benefits were calculated under enrrent (1980) law and under the pro-
visions of H.R. 3236 to derive the change in benefits from current law
in cach year, 1980-1984.

ESTIMATED SAVINGS IN DISABILITY INSURANCE PAYMENTS AND INCREASES IN FEDERAL INCOME MAINTENANCE
PAYMENTS ARISING FROM H.R. 3236 PROVISIONS LIMITING TOTAL FAMILY BENEFIT AND REDUCING THE NUMBER
OF DROPOUT YEARS FOR YOUNGER WORKERS

{tn millions of dollars}

Fiscal year
1980 1981 1982 1983 1984
Workers with dependents benefits:
Savingsin Dl benefils. ____.__ ... __ ... ____.__...__.. 64 216 387 539 672
Offsetting increases in Federal income maintenance pay-
MOMS. .o oee . iiiceeeoeans 8 28 49 67 83
Net savings in Federal outlays_ ... ___________...___._ 56 188 338 472 589
Workers without dependents benefits:
Savings in DI banefits_ . _______ e S 8 28 52 76 101
Offsetting increases in Federal income maintenance pay-
mems. .o oo iiaeee ... 3 11 18 26 30
Net savings in Federat outlays 5 17 34 50 71
Total: All workers:
Total savings in D) benefits_ ... _____._ ... _...._....__. 72 244 439 615 773
Totel increases in Federa! income maintenance payments. . 11 39 67 93 113

Net savings in Fedoral outlays. ... __._._..__......_..... 61 205 372 522 660
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The estimate assumes that 150,000 disabled workers with dependents
would be awarded benefits in 1980 and that the number of new awards
for this eategory of workers would decline slightly cach year, reflect-
ing the general deeline in family size. The savings in benefits were ap-
plied to each cohort of new awards and adjustments were made for
subsequent. terminations in fanily benefits due to various factors—
death, aging of children, vecovery.

The estimates given do not assume any change in beneficiaries as a
vesult of the reduction in benefits. Based on past experience, however,
one could expect some reduction in the nnmber of disabled workers
applying for benefits. A CBO study indicates that a 1 percent reduc-
tion in benefits has been associated with a 0.85 percent reduction in
beneficiaries. Allowing for this factor could lead to an additional
reduction in DI outlays of $200 to $400 million by 1984.

Sections 6 and 7—Expansion of Trial Work Period and Elimination
of Requirement that Months in Medicare Waiting Period Be
Consecutive

These provisions extend the trial work period for disabled workers
by an additional 12 months for a total of 24 months, Although cash
benefits will still be terminated after the first 12 months as under cur-
rent law, medicare coverage will be extended for three more years
to those who continue to work beyond the first 12 month period. In
addition, the provisions grant immediate resumption of medicare
coverage (no 24 months waiting period) for those who return to the
rolls after a period of time off the rolls. '

These provisions are expected to have a negligible effect on cash
Denefit payments to disabled workers, although they will result in
added costs to the medicare hospital insurance (HI) and supplemen-
tary medical insurance (SMI) programs. Based on an enactment date
of October 1, 1980, benefits in these programs are estimated to increase
as follows:

HI:
Fiscal year: Millions
TORO e ————————— 11.0
1981 e 37.8
108 e 60. 6
1088 e 66. 6
1084 e 73.1
8K
Fiscal year:
1980 e 7.1
1981 e 24.5
1982 o e '39.3
1988 e 43.1
108 e 47.3

Medicare costs increase partly because of the expanded entitlement
to medicare for those who would normally terminate benefits after
their original 12 month trial work period. Based on recent data on the
number of workers leaving the rolls after completing a trial work
period it is estimated that 20,000 workers would leave the rolls in fiscal
vear 1980 and become eligible for extended medicare benefits at an
estimated average annunal cost. to $880 in HT and $570 in SMI per
eligible disabled worker. These average costs are expected to increase
by 9 percent a year. '

The remainder of medicare cost increases are incurred because those
who normally return to the rolls after a period off the rolls will have
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their medicare benefits reinstated without a waiting period. About
40,000 workers are estimated to terminate DI benefits in 1980 (based
on recent experience) for reasons other than completion of the trial
work period (such as recovery) : Of this group an estimated 5,000 per-
sons are expected to return to the rolls within tlie year, thereby becom-
ing eligible for resumption of medicare.

With respect to the effect of these provisions on DI cash benefit
payments, some workers may be encouraged to work beyond the first
12 month trial period because of the continued medicare coverage and
this would ultimately produce savings. On the other hand, some work-
ers may find it easier to return to the rolls because of the elimination
of the waiting period and this would increase costs. These incentive
effects, however, are expected to have only a minimal net effect on the
number of disabled worker beneficiaries.

Nection 8—Disability Determinations, Federal Review of State
Agency Allowances

This sectiou directs the Secretary of Heulth, Education and Welfare
to expand the preadjudicative review of all initial disability allow-
ances, This review is to be 15 pereent in fiseal year 1980, 35 pereent in
1981, and 65 percent in 1982,

The estimate of the net savings resulting from this provision is based
on the methodology developed in a June 1978 slm*y by CBO. This
study used data on the gross percentages of initial state allowances re-
turned by BDI to the states and the percentage of those subscquently
denied, contained in the print, “Disability Insurance Program, 1978,
Social Security Subcommittee of the Committee on Ways and Means,
February 1978. From a 6 month review of 6,299 Title II initial dis-
ability allowances, 23.6 percent were returned to the states and 22.1
percent of these were denied. Using these two percentages, the num-
ber of initial allowances denied can be estimated. Allowances were
made in the estimate for the man year costs of implementation, infla-
tion and for normal deterioration from the DI rolls. Individuals who
are denied DI benefits also lose the medicare benefits to which they
would have been entitled after a two year waiting period.

Estunated savings to the DI as well as the hospital insurance and
supplementary medical insurance trust funds are as follows:

DI cash benefits :

Fiscal year: Millions
1980 e —$8
1081 —35
1082 e —909
1088 e —199
1884 o e —301

HI1 benefits;
Fiscal year:

SMI benefits:
Fiscal year:

1880 e 0
1081 e 0
1082 e -1
1088 e ~5
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Section. 9—Information to Accompany Secretary’s Decisions as to
Claimants’ Rights

This seetion roquires the Seeretury of TTEW to provide a detailed
explanation to an applicant denied a disability award of the rensons
for the denial, and a shorter notice to those whose awards are allowed.
Taken literally, to provide each applicant a . . . list of the evidence
of record and a summary of the evidence . . .” in an understandable
form conld require a considerable effort. The adininistration estimates
that increased manpower needs to imiplement this provision only for
DI determinations wonld cost as follows :

DI:
Fiscal year: Millions
1980 $19
98 20
1982 ____ - — - e 21
1988 22
1984 23

CBO agrees that a lengthy response to each applicant could add
these amounts to costs. If this provision is not interpreted o mean
that brief letters must also be sent to all DI allowances, approximately
20 percent would be saved from these costs. If, in addition, OASI
applicants are also to receive this information, then there would be
considerable cost to the OASI trust fund. It should be pointed out
however, that if this provision were interpreted by the Administration
to require only a brief note to the denied DI applicant, then these costs
eould fall by one-half or more.

Section  13—~Vocational Rehabilitation Services for Disabled
Individuals

This provision would grant state vocational rehabilitation agencies
payments for having rehabilitated a disabled recipient. only if that
recipient has been successfully returned to work.

The provision is meant to be an incentive for states to encourage
rehabilitation, since very few DI recipients currently are terminated
for this reason. This section is effective as of the start of fiscal year
1981. Savings from this provision represent most of the costs now being
paid to the states under current law for rehabilitation services and are
estimated to be as follows:

DI: .
Fisenl yvear: Milliona
1980 0
1981 —$118
1982 T —129
1983 T —141
1884 —-154

Section 17—Periodic Review of Continuing Disability Cases

This section requires all non-permanent continning disability cases
to be reviewed every three years. In the middle of 1977, a 100 percent
yearly review (since reduced to 50 percent) was instituted of all con-
tinuances of “diaried” cases where recovery seemed probable. It is
unclear if many (or most) of these cases are identical to those to be
deemed non-permanent, but it allows o way to estimate a probable
savings from this provision (although there is no current formal defini-
tion of a non-permanent. DI case). The current review is believed to
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be partially vesponsible for the .8 percent inerense in terminations
since 1976 (about 20,000 cases). I'f one-half of these terminations were
due to this continuing disability review, then by 1982 a total of 10,000
cases would have been terminated which might not have been. Man-
power costs are based on Adininistration estimates of their potential
needs to review the additional cases. Assuming an equal iinplementa-
tion over the three year period in which all cases nust be reviewed, the
five year, costs or savings to DI, IIT and SMT are estimated as follows:

DI:

Fiscal year : . Millions
1980 - - e e $23
B 16
1982 ... _ ——— e —1
1088 T —22
1984 o T —42

HI:

Fiscal year:
1980 - —— _ e e —2
1981 : et e e -5
1982 __ e et e —9
1088 o T —14
1084 e —19

SMI:

Fiscal year:
1080 -1
1081 e -3
1082 e —6
1088 e -9
1984 _ T —12

This section can also be interpreted as directing the social security
administration to formalize the type of review they are already doing.
If that is the case, and the intent of the provision, there conceivably
conld be no costs or savings to the provision.

OTHFR SFCTIONS

The remaining sections of the bill have only minor costs. The provi-
sions to allow disabled workers to deduct impairment related work
cxpenses from carnings in determining substantial gainful activity
(section 5) accounts for most of the cost in this group. Other provisions
direct the Department of Health, Education and Welfare to pay for
certain travel cxpenses, conduct a number of demonstration projects
and to pay for or collect costs of other minor services. These total costs
are shown below. ’

DI:
Fiscal year: Millions
1980 $21
1981 T 24
1082 27
1088 T 31
1984 T 35

7. Estimate comparison : None.

8. Previous CBO estimates: FLR. 2054, as reported to the full com-
mittee on March 20, 1979.

9. Estimate prepared by : Stephen Chaikind; June O'Neill,

10. Estimatc approved by :

o C. G. Nuckors
(For James L. Blum, Assistant Director

for Budget Analysis).
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VI. Cuanaes 1N Exwsming Law Maoe By Tie Bin, As Rerorren

In compliance with clause 3 of Rule XTI of the Rules of the House
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted 1s
enclosed in black brackets, new matter is printed in italic, existing law
in which no change is proposed is shown in roman) :

SOCIAL SECURITY ACT

* * * * L ® *

TITLE II—FEDERAL OLD-AGE, SURVIVORS, AND"
DISABILITY INSURANCE BENEFITS

* * *® *® * * *

FEDFRAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND AND FEDERAL
DISABILITY INSURANCE TRUST FUND

‘Skcrion 201, (a) * * *
*® * * * * [ L
(j) Eapenditures made for cxperiments and demonstration projects

wnder section 4 of the Disability Insurance Amendments of 1979 shall
be made from the Federal Disability Insurance T'rust Fund and the
Federal Old-Age and Survivors Insurance Trust Fund, as determined
appropriate by the Secretary.

(k) Therc are authorized to be made available for expenditure, out
out of the Federal Old-Age and Survivors Insurance Trust Fund and
the Federal Disability Insurance Trust Fund (as determined appro-
priate by the Secretary), such amounts as are required to pay travel
expenses, either on an actual cost or commuted basis, to indwiduals
for travel incident to medical examinations requested by the Secre-
tary in conneciton with disability determinations under section 221,
and to parties, their representatives, and all reasonably necessary wit-
nesses for travel within the United States (as defined in section
210(3)) to attend reconsideration interviews and proceedings before
administrative law judges with respect to such determinations. The
amount available under the preceding sentence for payment for air
travel by any person shall not emceed the coach fare for air travel be-
tween the points involred unless the use of first-class accommodations
is required (as determined under regulations of the Secretary) because
of such person’s health condition or the unavailability of alternative
acoommodations; and the amount available for payment for other
travel by any person shall not exceed the cost of travel (between the
points involved) by the most economical and ewpeditious means of
transportation appropriate to such person’s health condition, as speci-
fied in such regqulations. '

OLD-AGE AND SURVIVORS INSURANCE BENEFIT PAYMENTS
Old-Age Insurance Benefits
Sec. 202. (a) * * *

*® * x® * * * *
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Child’s Insurance Benefits

(d) (1) Every child (as defined in section 216(e)) of an individual
entitled to old-age or disability insurance benefits, or of an individual
who di(esA a fully or currently insured individual if such child—

) LR I

* * * * * * *

(G) if such child was under a disability (as so defined) at the
time he attained the age of 18, or if he was not under a disability
(as so defined) at such time but was under a disability (as so de-
fined) at or prior to the time he attained (or would attain) the
age of 22, the later of (i) the third month following the month
in which he ceases to be under such disability [or (if later)] (or,
if later, and subject to section 293(c), the fifteenth month, follow-
ing the end of such individual’s trial work period determined by
application of section 292(c) (4)(4)), or (i) the carlier of—
(L(1)Y (Z) the first mnonth during no part of which he is a
full-time student, or
L(ii)] (/) the month in which he attains the age of 22,
but only if he was not under a disability (as so defined) in such
carlier month, !
Entitlement of any child to benefits under this subsection on the basis
of the wages and self-employment income of an individual entitled to
disability insurance benefits shall also end with the month before
the first month for which such individual is not entitled to such bene-
fits unless such individual is, of for such later month, entitled to old-
age insurance benefits or unless he dies in such month, No payment
under this paragraph may be made to a child who would not meet the
definition of disability in section 223 (d) except for paragraph (1) (B)
thereof for any month in which he engages in substantial gainful
activity.
* * * * * * *

Widow’s Insurance Benefits

(¢) (1) The widow (as defined in section 216(c)) and every surviv-
ng divorced wife (as defined in seetion 216(d)) of an individual who
died a fuily insured individual, if such widow or such surviving di-
vorced wife—

A) is not inarried,

B) (i) has attained age 60, or (ii) has attained age 50 but has
not attained age 60 and is under a disability (as defined in sec-
tion 223 ( d)g which began before the end of the period specified
in paragraph (5),

C) (i) has filed application for widow’s insurance benefits, or
was entitled to wife’s insurance benefits, on the basis of the wages
and self-employment income of such individual, for the month
preceding the month in which he died, and ( I) has attained age
63301' ( IIS is not entitled to benefits under subsection (a) or section

, Or

(i1) was entitled, on the basis of such wages and self-employ-
ment income, to mother’s insurance benefits for the month pre-
ceding the month in which she attained age 65, and
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(1){ 15 not. enfitled 1o old-age insurunee honefiis or is entithed

to old-age insurance benefits each of which is less than the pri-
mary insurance amount of such deceased individual, shall be cu-
titled to a widow's insurance benefit for each month, beginning
with—

(E) if she satisfies subparagraph (B) by reason of clause (i)
thereof, the first month in which she becomes so entitled to such
insurance benefits, or

(F') if she satisfies subparagraph (B) by reason of clause (ii)
thereof—

(i) the first month after her waiting period (as defined in
paragraph (6)) in which she becomes so entitled to such
Insurance benefits, or

(11) the first month during all of which she is under a dis-
ability and in which she becomes so entitled to such insurance
benefits, but only if she was previously entitled to insurance
benefits under this subsection on the basis of being under a
disability and such first month occurs (I) in the period
specified in paragraph (5) and (IT) after the month in which
8 previous cntitlement to such benefits on such hasis
terminated,

and ending with the menth preceding the first month in which any
of the followinr ocrurs: she remarries, dies, becomes entitled to an
old-age incurance henefit equal to or exceeding the primary insur-
ance amount. of such deceased individual, or, if <he became entitled to
such benefits before she attained age 60, the third month following the
month in which her disabilitv ceases (unless she attains age 65 on or
before the last day of such third month) or. if later (and subject to
section 223 (e) ), the fifteenth month following the end of surh individ-
wal’s triol work period determined by application of section 292

() (4) (4).

* * »* * %* *
Widower’s Insurance Benefits

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

(A) has not remarried,

(B) (i) has attained age 60, or (ii) has attained noe 50 but has
not. attaimed age 80 and is under o disability (as defined in section
223(d)) which began before the end of fhe period specified in
paragraph (6),

() has filed application for widewer’s insurance benefits or
was entitled to husband’s insurance benefits, on the basis of the
wages and self-employment income of such individual, for the
month preceding the month in which she died, and (I) has at-
taied age 65 or (1) is not entitled to benefits under subsection
(a) or section 223,

(D) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefits cach of which is loss than the pri-
mary msurance amonnt of his deceased wife,

shall be entitled to a widower’s insnrance benefit for cach month,
heginning with—
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(E) if he satisfies subparagraph (B) by reason of clause (i)
thereof, the first month in which he becomes so entitled to such
insurance benefits, or .

(F) if he satisfies subparagraph (13) by reason of clause (ii)
thereof— i

(i) the first month after his waiting period (as defined in
paragraph (7)) in which he becomes so entitled to such in-
surance benefits, or

(i1) the first month during all of which he is under a dis-
ability and in which he becomes so entitled to such insurance
benefits, but only if he was previously entitled to insurance
benefits under this subsection on the basis of being under a
disability and such first month occurs (I) in the period speci-
fied in paragraph (6) and (II) after the month in which a
previous entitlement to such benefits on such basis terminated,

and ending with the month preceding the first month in which any of
the following occurs: he remarries, dies, or becomes entitled to an old-
age insurance benefit equal to or exceeding the primary insurance
amount of his deceased wife, or, if he became entitled to such benefits
before he attained age 60, the third month following the month in
which his disability ceases (unless he attains age 685 on or before the
last day of such third month) or, if later (and subject to section
223(¢e)), the fifteenth month following the end of such individuals

ial work period determined by application of section 292 (c) (4) (4).

n®

* * L4 * * *

- Application for Monthly Insurance Benefits

(1) ==

§2) An application for any monthly benefits under this section filed
before the first month in which the applicant satisfies the require-
ments for such benefits shall be deemed a valid application (and shall
be deemed to have been filed in such first month) only if the applicant
satisfies the requirements for such benefits before the Sccretary makes
a final decision on the application[[, If upon final decision by the Secre-
tary, or decision upon judicial review thereof, such applicant is found
to satisfy such requirements, the application shall be deemed to have
been filed in such first month], and no request under section 205(b)
for notice and opportunity for a hearing thereon is made or, if such
a request is madg, before a decision based upon the evidence odduced
at the hearing is made (regardless of whether such decision becomes the
final decision of the Secretary).

REDUCTION OF INSURANCE BENEFITS
Maximum Benefits

SEc. 203. (a) (1) In the case of an individual whose primary insur-
ance amount has been computed or recomputed under section 215(a)
(1) or (4), or section 215(d), as in effect after December 1978, the
total monthly benefits to which beneficiaries nmay be entitled under
section 202 or 223 for a month on the basis of the wages- and self-
employment income of such individual shall, except as provided by
Lparagraph (3)] paragraphs 3 and 6 (but prior té any increases
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resulting from the application of pavagraph (2) (A) (1) (III) of sec-
tion 215(i) ), be redueed as necessary so as not to exceed—

(A) 150 pereent of such individual™s primary insurance amount
to the extent that it does not exceed the amount established with
respect to this subparagraph by paragraph (2),

(B) 272 percent of such individual’s primary insurance amount
to the extent that it exceeds the amount established with respect to
subparagraph (A) but does not exceed the amount established
with respect to this subparagraph by paragraph (2),

(C) 134 percent of such individual’s primary insurance amount
to the extent that it exceeds the amount established with respect
to subparagraph (B) but does not exceed the amount established
with respect to this subparagraph by paragraph (2), and

(D) 175 percent of such individual’s primary insurance amount
to the extent that it exceeds the amount established with respect
to subparagraph (C). ,

Any such amount that is not a multiple of $0.10 shall be increased to
the next higher multiple of $0.10. '

(2) (A) For individuals who initially become eligible for old-age
or disability insurance benefits, or who die (before becoming so eligible
{or such benefits), in the calendar year 1979, the amounts established
with respect to subparagraphs (A), (B), and (C) of paragraph (1)
shall be $230, $332, and $433, respectively.

(B) For individuals who imtially become eligible for old-age or
disability insurance benefits, or who die (before becoming so eligible
for sich benefits), in any calendar year after 1979, each of tlie amounts
so established shall equal the product of the corresponding amount
cstablished for t.e ca(}endar year 1979 by subparagraph (AI; of this
paragraph and the quotient obtained under sugparagruph (B) (11) of
section 215(a) (1), with such product being rounded in the manner
prescribed by section 215(a) (1) (B) (ii1).

(C) In each calendar year after 1978 the Secretary shall publish
in the Federal Register, on or before November 1, the formula which
(except as provided in section 215(i) (2)(D)) is to be applicable
under this paragraph to individuals who become eligible for old-age
or disability insurance benefits, or who die (before becoming eligible
for such benefits), in the following calendar year.

(D) A year shall not be counted as the year of an individual’s death
or eligibility for purposes of this paragraph or paragraph [7] (8)
in any case where such individual was entitled to a disability insur-
ance benefit for any of the 12 months immediately preceding the
month of such death or eligibility (but there shall be counted instead
the year of the individual’s eligibility for the disability insurance
benefits to which he was entitled during such 12 months).

* * * * * » *

(6) Nothwithstanding any of the preceding provisions of this sub-
section other than paragraphs (3) (4), (3) (C), and (5) (but subject
lo section 21770)(2) (4) (#2)), the total mont}?ly benefits to which
heneficiaries may be entitled under sections 802 and 223 for any month
on the basis of the wages and self-employment income of an individual
entitled to disability insurance benefits (whether or mot such total
henefits are otherwise subject to veduction wnder this subsection but
in liew of any reduction under this subscction which would otherwise
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be applicable) shall be reduced (before the application of section
224) to the smaller of—

(A) 80 percent of such individual’s average indexed monthly
earnings (or 100 percent of his primary insurance amount, if
larger), or _

(B) 150 percent of such indirvidual’s primary insurance
amount,

[(6)3 (7) In the case of any individual who is entitled for any
month to benefits based upon the primary insurance amaunts of two
or more insured individuals, one or more of which primary insurance
amounts were determined nunder section 215(a) or 215(d) as in effect
(without regard to the table contained therein) prior to January 1979
and one or more of which primary insurance amounts were determined
under section 215(a) (1) or (4), or section 215(d), as in effect after
December 1978. the total benefits payable to that individual and all
other individuals entitled to benefits for that month based upon those
primary insurance amounts shall be reduced to an amount equal to the
product of 1.75 and the primary insurance amount that would be
computed under section 215(a) (1) for that month with respect to
average indexed monthly earnings equal to one-twelfth of the contri-
hution and benefits base determined under section 230 for the year
in which that month occurs.

L(7)3 (8) Subject to paragraph [(6)] (7) this subsection as in
effect in December 1978 shall remain in effect with respect to a primary
insurance amount computed under section 215 (a) or (d), as 1n effect
(without regard to the table contained therein) in December 1978,
except that a piirary insurance amount so computed with respect to
an individual who first becomes eligible for an old-age or disability
insurance benefit, or dies (before hecomning eligible for snch a benefit),
after December 1978, shall instead be governed by this section as in
effect after December 1978.

£(8)] (9) When—

(A) one or more persons were enticled (without the applica-
tion of section 202(j) (1)) to monthly benefits under section 202
for May 1978 on the basis of the wages and self-employment in-
come of an individual, _

(B) the benefit of at least one such person for June 1978 is
increased by reason of the amendments made by section 204 of
the Social Security Amendments of 1977; and

(C) the total amount of benefits to which all such persons o1e
entitled under such section 202 are reduced under the provisions
of this subsection (or would be so reduced except for the first
sentence of section 203(a) (4)),

then the amount of the benefit to which each such person is entitled
for months after May 1978 shall be increased (after such reductions
are made under ‘his subsection) to the amount such benefits would
have been if the benefit of the person or persons referred to in sub-

/

paragraph (2} had not been so increased.

EVIDENCE, PROCEDURE, AND CERTIFICATION FOR PAYMENT

SEC. 205. (a) * * *
(L) The Secretary is directed to make findings of fact, and decisions
as to the vights of any individual applying for a payment under this
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title. Any such decision by the Secretary shall contain a statement of
the case setting forth (1) a citation and discussion of the pertinent law
and regulatio'n;é?) a list of the evidence of record and a summary of
the evidence, and (3) the Secretary’s determination and the reason or
reasons upon which it is based. Upon request by any such individual
or upon request by a wife, divorced wife, widow, surviving divorced
wife, surviving divorced mother, husband, widower, child, or parent
who makes a showing in writing that his or her rights may be preju-
diced by any decision the Secretary has rendered, he shall give such
applicant and such other individual reasonable notice and opportunity
for a hearing with respect to such decision, and, if a hearing is held,
shall, on the basis of evidence adduced at the hearing, affirm, modify,
or reverse his findings of fact and such decision. Any such request with
respect to such a decision must be filed within sixty days after notice
of such decision is received by the individual making such request, The
Secretary is further authorized, on his own motion, to hold such hear-
ings and to conduct such investigations and other proceedings as he
may deem necessary or proper for the administration of this title. In
the course of any hearing, investigation, or other proceeding, he may
administer oaths and affirmations, examine witnesses, and receive evi-
dence. Evidence may be received at any hearing before the Secretary
oven though inadmissible under rules of evidence applicable to court
procedure.
»® * * » L ] » *

(¢) Any individual, after any final decision of the Secretary made
after a hearing to which he was a party, irrespective of the amount
in controversy, v.- ¥ otbain a review of such decision by a civil action
commenced within sixty days after the mailing to him of notice of
such decision or within such further time as the Secretary may allow.
Such action shall be brought in the district court of the United States
for the judicial district in which the plaintiff resides, or has his princi-
pal place of business, or, if he does not reside or have his principal
place of business within any such judicial dizvict, in the District Court
of the United States for the District of Columbia. As part of his an-
swer the Secretary shall file a certified copy of the transcript of the
record including the evidence upon which the findings and decision
complained of are based. The court shall have power to enter, upon
the pleadings and transcript of the record, a judgment affirming, modi-
fying, or reversing the decision of the Secvetary, with or without re-
manding the case for a rehearing. The findings of the Secretary as
o any fact, if supported by substantial evidence, shall be conclusive,
and where a claim has been denied by the Secretary or a decision is
rendered under subsection (b) hereof which is adverse to an individual
who was a party to the hearing before the Secretary, because of failure
of the claimant or such individual to submit proof in conformity with
any regulation niescribed under subsection (a) hercof, the court shall
review only the question of conformity with such regulations and the
validity of sa:! regulations. [The court shall, on motion of the Secre-
tary made before he files his answer, remand the case to the Secretar
for further action by the Secretary, and may, at any time, on goo
cause shown, order additional evidence to be taken before the Secre-
tary.] The court may, on motion of the Secretary made for good cause
shown before he files his answer, remand the case to the Secretary for
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further action by the Secretary, and it may at any time order addi-
tional ewidenee to be taken before the Seeretary, but only upon a show-
ing that there is new evidenoe which iy material and that there is ¢ oud
couse for the failure to incorporate such evidence nto the reevrd in a
prior proceeding; and the Secretary shall, after the case is remanded,
and after hearing such additional ‘evidence if so ordered, modify or
affirm his findings of fact or his decision, or both; and shall file with the
court any such additienal and modified findings of fact and decision,
and a transcript of the additional record and testinony upon which his
action in modifying or affirming was based. Such additional or modi-
fied findings of fact and decision shall be reviewable only to the extent
provided for review of the original findings of fact and decision. The
Judgment of the court shall be final except that it is shall be subject to
review in the same manner as a judgment in other civil actions, Any
action instituted in accordance with this subsection shall survive not-
withstanding any change in the person occupying the office of Secre-
tary or any vacancy in such office.

COMPUTATION OF PRIMARY INSURANCE AMOUNT

Sec. 215, For the purposes of this title—
(2)(1)(A) * **
»

* * ] L3 % L

(b) (1) An individual’s average indexed monthly earnings shall be
equal to the quotient obtained by dividing—

"A) the total (after adjustment under paragraph (3)) of his
wages paid in and self-employment income credited to his bene-
fit computation years (determined under paragraph (2)), by

(B) the number of months in those years.

[(2) (A) The number of an individual’s benefit computation years
equals the number of elapsed years, reduced by five, except that the
nﬁlmber oi an individual s benefit computation years may not be less
than two,

(22 (4) The number of an individual’s benefit computation years
equals the number of elapsed years reduced—

(¢) in the case of an individual who is entitled to old-age insur-
ance benefits (except as provided in the second sentence in this
subparagraph), or who has died, by 5 years, and

(¢2) in the case of an individual who is entitled to disability in-
surance benefits, by the number o f years equal to one-fifth of sn.ch
individual's elapsed years (disregarding any resulting fractional
part of a year), but not by more than'§ years.

Clause (i), once applicable with respect to any individual, shall con-
inue to apply for purposes of determining such individual’s primary
msurance amount after his attainment of age 65 or any subsequent
(glzg'z.bz_l?ftg/ for disability insurance benefits unless prior to the month
machich ke ativins such age or becomes so eligible there ocours q period
((;I at .](_'(ISI‘_ 12 consecutive months for which he was not entitled to a

isability inswrance benefit, I'f an indiridual deseribed in clause (i7) is
determined in_accordance 1wl regulations of the Secretary to have
been responsble for providing (and to have provided ) the principal
care of a ehild (of such individual or his or hep spouse) under the age
of 6 throughout more than ¢ full months in any calendar year which is



47

mcluded in such idividual’s elapsed years, but alich is not disre-
garded pursuant to clause (4) or to subparagraph (I8) (in determin-
ing such individual's benefit computation years) by reason of the
reduction in the number of such individual’s elapsed years under elause
£@), the number by which such elapsed years are reduced under this
subparagraph pursuant to clause (i) shall be increased by one (up to
a combined total not exceeding 5) for each such calendar year; except
that (1) no calendar year shall be disregarded by reason of this sen-
tence (in determining such individual’s benefit computation years
unless the individual provided such care throughout more than 6 full
garded under this sentence (in determining such benefit computation
years) shall be those years (not otherwise disregarded under clause
(%)) for which the total of such individual's wages and self-em-
ployment income, after adjustment under paragraph (3), is the small-
est, and (III) this sentence shall apply only to the extent that its ap-
plication would result in a higher primary insurance amount. The
number of an individuals benefit computation years as determined
under this subparagraph shall in no case be less than 2.
]

* * * L] % »*

Cost-of-Living Increases in Bencfits

(i) (1) For purposes of this subsection—
(A) * *

* * J * % % *

(2) (A) (i) The Tecretary shall determine each year beginning with
1975 (subject to the limitation in paragraph (1) (B)) whether the base
quarter (as defined in paragraph (1) (A) (i)) in such year is a cost-of-
living computation quarter,

(ii) If the Secretary determines that the base quarter in any
year is a cost-of-living computation quarter, he shall, effective
with the month of June of that year as p.~vided in subparagraph
(B), increase—

(I) the benefit amount to which individuals are entitled for
that month under section 227 or 228,

(IT) the primary insurance amount of each other individ-
ual on w'hi(:E benefit entitlement is based under this title (in-
cluding a pritnary insurance amount determined under sub-
section (a) (1) ((1Y) (i) (I), but subjeet o the provisions of
such subsection () (1) (C) (1) and elauses (ivg and (v) of
this subparagraph), and

(I11) the amount of total monthly benefits based on any
primary insurance amount which is permitted under section
203 (and such total shall be increase(%, unless otherwise so in-

creased u.ader another provision of this title, at the same time
as such primary insurance amount) or, in the case of a pri-
mary .. surance ameunt computed under subsection (a) as in
effect (withoui regard to the table contained therein) prior
to January 1979, the amount to which the beneficiaries may
be entitled under section 203 as in effect in December 1978,
except as provided by section 203(2)[(6) and} (7) and (8)
as in effect after December 1978.
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The increase shall be derived by multiplying each of the amounts
described in subdivisions (1), (11), and (TIT) (including cach of
those amounts as previously increased under this subparagraph)
by the same percentage (rounded to the nearest, one-tenth of 1
ercent) as the percentage by which the Consumer Price Index
}or that cost-of-living computation quarter exceeds such index for
the most recent prior calendar quarter which was a base quarter
under paragraph (1) (A) (ii) or, if later, the most recent cost-of-
living computation quarter under paragraph (1)(B); and any
amount so Increased that is not a multiple of $0.10 shall be in-
creased to the next 'higher multiple of $0.10. Any increase under
this subsection in a primary insurance amount determined under
subparagraph (C) (i) (II) ‘of subsection (a) (1) shall be applied
after the initial determination of such primary insurance amount
under that subparagraph (with the amount of such increase, in
the case of an individual who becomes eligible for old-age or dis-
ability insurance benefits or dies in a ca%endar year after 1979,
being determined from the range of possible primary insurance
amounts published by the Secretary under the last sentence of sub-
paragraph (D)).
* * *® % 0 " *
(D) If the Sccretary determines that a base (uarter in a calendar
year is also a cost-of-living computation quarter, he shall publish in
the Federal Register within 45 days after the close of such quarter, a
determination that a benefit increase is resuitantly required and the
prrenr’age thereof. He shall also publish in the Federal Register at
that time (i) » revision of the range of the primary insurance amounts
which are possib:. after the application of this subscction based on the
dollar amount specified in su paragraph (C) (i) (II) of subsection
(a) (1) &with such revised primary insurance amounts constituting the
increased amounts determined for purposes of such subparagraph (C)
(1) (II) under this subsection), or specified in subsection (a) (3) as
in effect prior to 1979, and ( 11) a revisior of the range of maximum
family benefits which correspond to such prunary insurance amounts
- (with such maximum benefits being effective notwithstanding section
203(a) except for paragraph (3) (B) thereof (or paragraph (2)
thereof as in effect prior to 1979) ). Notwithstanding the preceding
sentence, such revision of maximum family benefits shall be subject
to paragraph (6) of section 203 (a) (as added by section 2(a) (3) of
the Disability Insurance Amendments o f 1979).

* * * * L4 * #*

OTIHER DEFINITIONS

Skc. 216, For the purposes of this title—

(a) * ko
* X £ ] ¥ * *
Disability ; Period of Disability
(1) (1) * * *
(2)(A) * * =

* * * * b * *
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(G) An application for a disability determination filed before the
first day on which the applicant satisfics the requirements for a period
of disability under this subsection shall be deemed a valid application
(and shall be deemed to have been filed on such first day) only if the
applicant. satisties the requirements for a period of disability before
the Secretary makes a final decision on the application and no request
under section 205(b) for notice and opportunity for a hearing thereon
s made or, if such a request is made, %ore @ decision based upon the
evidence adduced at the hearing is m (regardless of whether such
decision becomes the final decision of the Secretary). [If upon final
decision by the Secretary, or decision upon judicial review thereof,
such applicant is found to satisfy such requirements, the application
shall be deemed to have been filed on such first day.}

* * * * ® Ak *

DISABILITY DETERMINATIONS

Skc. 221. (a) (1) In the case of any individual, the determination of
whether or not he is under a disability (as defined in section 216 (i)
or 223(d)) and of the day such disability began, and the determina-
tion of the day on which such disability ceases, shall [, except as pro-
vided in subsection (g), be made by a State agency pursuant to an
agreement entered into under subsection (b). Except as provided in
subsection (c) and (d), any such determinations shall be the deter-
mination of the Secretary for purposes of this title.J be made by a
Stz . gency in any State that notifies the Secretary in writing that
it wishes to make such disability determinations commencing with
such month as the Secretary and the State agree wpon, but only if
(A) the Secretary has not found, wnder subsection (b) (1), that the
State agency has substantially failed to make disability determina-
tions in accordance with. the applicable provisions of this section or
rules issued thereunder, and (B) the State has not notified the Secre-
tary, under subsection (b)(2), that it does not wish to make such
determinations. [f the Secretary once makes Jlie finding described in
clause (A) of the preceding sentence, or the State gives the notice
referred to in clause (B) of such sentence, the Secretary may there-
after detcrmine whether (and, if so, beginning with which month and
under what conditions) the State may make again disability deter-
minations under this paragraph.

(2) The disability determinations described in paragraph (1) made
by a State agency shall be made in accordance with the pertinent pro-
visions of this title and the standards and criteria contained in regula-
tions or other written guidelines of the Secretary pertaining to matters
such as disability determinations, the class or classes of individuals
with respect to which a State may make disability determinations
(if it does mot wish to do so with respect to all individuals in the
Ntate), and the conditions under which it may choose not to make all
such_determinations. In addition, the Secretary shall promulgate
regulations specifying, in such detail as he decms appropriate, per-
formance standards and wliiiisistratine requirements and procedures
to be followed in performing the disability determination function in
order to assure effective and uniform administration of the disability
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insurance program throughout the United States. The requlations
may, for example, specify matters such as— _ )

(A4) the administrative structure and the relationship Z)etvqe.cn
various umits of the State agency responsible for disability
determinations, ) i

(B) the physical location of and relﬂtzon:eth among agency
staff units, and other individuals or orgamizations performing
tasks for the State agemcy, and standards for the availability to
applicants and beneficiaries of facilities for making disability
determinations, o i

(C) State agency performance criteria, including the rate of
accuracy of decisions, the time periods within which determina-
tions must be made, the procedures for and the scope of revicin by
the Sceretary, and, as he finds o prropriate, by the State, of its
performance in individual, cases and in classes of cases, and rules
governing access of appropriate Federal officials to State offices
and to State records relating to its administration o f the disability
determination function,

(D) fiscal control procedures that the State agency may be
required to adopt,

(&) the submission of reports and other data, in such form and
at such time as the Secretary may require, concerning the State
agency’s activities relating to the disabitity determination process,
and

(F) any other rules designed to facilitate, or control, or assure
the Lquity and uniformity of the State’s disability determinations.

L (b) The Secretary shall enter into an agreement with each State
which is willing 15 make such an agreement under which the State
agency or agencies administering the State plan approved under the
Vocational Rehabilitation Act, or any other appropriate State agency
or agencies, or both, will make the determination referred to in sub-
section (a) with respect to all individuals in such State, or with respect
to such class or classes of individuals in the State as may be desig-
nated in the agreement at the State's request.

(D) (1) If the Seerctary finds, after notice and opportunity for a
hearing, that a State agency is substantially failing to make disability

determinations in & manner consistent with. his regulations and other
written quidelines, the Secretary shall, not earlicr than 180 days fol-
lowing his finding, make the disability determinations re ferred to in
subsection (a) (1).

(2) If a State. having notified the Secretary of its intent to make
disability determinations undey subsection (a) (1), no longer wishes
to make such determinations, it shall notify the Secretary in writing
of that fact, and, if an agency of the State us making disability deter-
minations at the time such notice is given, it shall continue to do so for
not less than 180 days. Thereafter, the Secretary shall make the dis-
ability determinations re ferred to in subsection, (@) (2).

L(c) The Secretary may on his own motion review a determination,
made by a Staie agency pursuant to an agreement under this section,
that an individual is under 2 disability (as defined in section 216(1)
or 223(d)) and, as a result of such review, may determine that such
individual is not under a disability (as so defined) or that such dis-

ability began on a day later than that determined by such agency, or
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that such disability ceased on a day earlier than that determined by
such agency.]

(e) (1) The Secretary (in accordance with pavagraph (2)) shall
review determinations, made by State agencies pursuant to this sec-
tion, that individuals are under disabilities (as defined in section
216(7) or 223(d)). As a result of any such review, the Secretary may
determine that an individual is not under o disability (as so defined)
or that such individual’s disability began on a day later than that
determined by such agency, or that such disability ccased on a day
earlier than that determined by such agency. Any review by the Secre-
tary of a State agency determination under the preceding provisions of
this paragraph shall be made before any action is taken to implement
such determination and before any benefits are paid on the basis
thereof.

(2) In carrying out the provisions og paragraph (1) with respect
to the review of determinations, made by State agencies pursuant to
this section, that individuals are under disobilities (as defined in
section 216 (1) or 223(d) ), the Secretary shall review—

(4) at least 15 percent of all such determinations made by State
agencies in the fiscal year 1980,

(B) at least 35 percent of all such determinations made by State
agencies in the fiscal year 1981, and

(C) at least 65 percent of all such determinations made by State
agencies in any fiscal year after the fiscal year 1981.

(d) Any individual dissatisfied with any determination under sub-
secticn ‘a), (b), (¢), or (g) shall be entitled to a hedring thereon by
the Secretary to the same extent as is provided in section 205 (b) with
respect to decisicis of the Secretary, and to judicial review of the
Secretary’s final decision after such hearing as is provided in section
205(g).

(((s;);)Each State which Thas an agreement with the Secretary] s
makmg disability determinations under subsection (a) (1) under this
section shall be entitled to receive from the Trust Funds, in advance
or by way of reimbursement, as [may be ..utually agreed upon]
determined by the Seeretary, the cost to the State of fcarrying out the
agreement under this section} making disability determinations under
subsection (@) (1). The Secretary shall from time to time certify such
amount as 1s necessary for this purpose to the Managing Trustee, re-
duced or increased, as the casc may Le, by any sum (for which adjust-
ment hereunder has not previously been made) by which the amount
certified for any prior period was greater or iess than the amount
which should have been paid to the State under this subsection for
such period; and the Managing Trustee, prior to audit or settlement
by the General Accounting Office, shall make payment from the Trust
Funds at the time or times fixed by the Secretary, in accordance with
such certification. Appropriate adjustments between the Federal Old-
Age and Survivors Insurance Trust Fund and the Federal Disability
Tr surance Trust Fund with respect to the payments made under this
subsection shau be made in accordance with paragraph (1) of sub-
section (g) of section 201 {Lut taking into account any refunds under
subsection (f) of this section) to insure that the Federal Disability
Trust Fund is charged with all expenses incurred which are attribut-
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able to the administration of section 223 and the Federal Old-Age
and Survivors Insurance Trust Fund is charged with all other
expenses.

(g) In the case of individuals in a State which [has no agreement
under subsection (b)] does not undertake to perform disability de-
teryuinations under subsection (a) (1), or which has been found by the
Secretary to have substantially failed to make disability determina-
tions in @ manmner consistent with his requlations and guidelines, in the
case of individuals outside the United States, and in the case of any
class or classes of individuals [not included in an agrcement under
subsection (b)] for when no State undertakes to make disability
determinations, the determinations referred to in subscction (a) shall
BG ?ade by the Secretary in accordance with regulations prescribed

im.

y(h) In any case where an individual is or has been determined to be
under a disability, unless a finding is or has been made that such dis-
ability is permanent, the case shall be reviewed by the applicable State
agency or the Seoretary (as may be appropriate), for purposes of con-
tinuing cligibility, at least once every 3 years. Reviews of cases under
the preceding sentence shall be in addition to, and shall not be con-
sidered as a substitute for, any other reviews which are required or pro-
vided for under or in the administration of this title.

REHABILITATION SERVICES

Referral for Rehabilitation Services
SEc. 222. (a) “ * *

L *® * * *® » L]

Period of Trial Work

(¢) (1) The term “period of trial work”, with respect to an individ-
ual entitled to benefits under section 223 for 202(d),], 202(d),202(e),
or 202(f), means a period of months beginning and ending as pro-
vided in paragraphs (3) and (4).

*® *® *® *® * u“ ®

(3) A period of trinl work for any individual shall begin with the
month in which he becomes entitled to disability insurance benefits,
or, in the case of an individual entitled to benefits under section 202 ()
who has attained the age of cighteen, with the month in which he be-
comes entitled to such benefits or the month in which he attains the age
of eighteen, whichever is later, o7, in the case of an individual entitled
to widow’s or widower’s ingurance benefits under section 202 (e) or (f)
who became entitled to such benefits prior to attaining age 60, with
the month in which such individual becomes so entitled. Notwithstand-
ing the preced:ng sentence, no period of trial work may begin for any
individual prior to the beginning of the month following the month
In which this paragraph is enacted ; and no such period may begin for
an mndividual in a peri.d of disability of such individual in which he
had a previous peried of trial work.

*® ] *® * *" *® *®
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Costs of Rehabilitation Services From Trust Funds

() (1) For the purpose of making vocational rehabilitation serviees
more veadily available to disabled individunls who are--

(A) entitled to disubility insurance benefits under section 291,
[or]

(B) entitled to child’s insurance benefits under section 202(d)
after having attained age 18 (and are under a disability) . [or]

(C) entitled to widow’s insurance benefits under section 202 (e)
prior to attaining age 60, or

(D) entitled to widower’s insurance benefits under section 202
(f) prior to attaining age 60, '

to the end that savings will [result] accrue to the Trust [Fund]
Funds as a result of rehabilitating [the maximum number of such in-
dividuals into productive activity, there are authorized to be trans-
ferred from the Trust Funds such sums as may be necessary to enable
the Secretary to pay the costs of vocational rehabilitation services for
such individuals (including (i) services during their waiting periods,
and (ii) so much of the expenditures for the administration of any
State plan as is attributable to carrying out this subsection) ; except
that the total amount so made available pursuant to this subsection
may not exceed—

L(i) 1 percent in the fiscal year ending June 30, 1972,

L(i1) 1.25 percent in the fiscal year ending June 30, 1973,

[(ii1) 1.5 percent in the fiscal year ending June 30, 1974, and

thereafter,
o1 the total of the benefits under section 202(d) for children who
have attaii.cd age 18 and are under a disability, the henefits under
section 202(e) for widows and surviving divorced wives who have
not attained age 60 and are under a disability, the benefits under
section 202(£f) for widowers who have not attained age 60, and the
benefits under section 223, which were certified for payment in the
preceding year. The sclection of individuals (ineluding the order
i which they shall be selected) to recoive such services shall be
made in accordance with criteria formulated by the Secretary
which ave based upon the effect the provision of such services
would have upon the Trust Funds.

L(2) In the case of each State which is willing to do so, such voca-
tional rehabilitation services shall be furnished under a State plan
for vocational rehabilitation services which—

[(A) has been approved under section 5 of the Vocational Pe-
habilitation Act,

[(B) provides_that, to the extent funds provided under this
subsection are adequate for the purpose, such services will be
furnished, to any individual in the State who meets the criteria
prescribed by the Sccretary pursuant to paragraph (1), with rea-
sonable promptness and in accordance with the order of selec-
tion determined under such criteria, and

L(C) provides that such services will be furnished to any indi-
vidual without reeard to (i) his citizenship or place of residence,
(11) his need for financinl assistanco except as provided in regula-
tions of the Seeretary in the case of maintenance during rehabili-
tation, or (iii) any order of selection which would otherwise be



54

followed under the State plan pursuant to section 5(a)(4) of

the Vocational Rehabilitation Act. _

L(3) Inthe case of any State which docs not have a plan which meets
the requirements of paragraph (2), the Secretary may provide such
services by agreement or contract with other public or private agencies,
organizations, institutions, or individuals. )

(4) Payments under this subsection may be made in installments,
and in advance or by way of reimbursement, with necessary adjust-
ments on account of overpayments or underpayments.

L[(5) Money paid from the Trust Funds under this subsection to pay
the costs of providing services to individuals who are entitled to bene-
fits under section 223 (including services during their waiting pe-
riods), or who are entitled to benefits under section 202 (d) on the basis
of the wages and self-employment income of such individuals shall be
charged to the Federal Disability Insurance Trust Fund, and all other
money paid out from the Trust Funds under this subsection shall be
charged to the Federal Old-Age and Survivors Insurance Trust Fund.
The Secretary shall determine according to such methods and pro-
cedures as he may deem appropriate—

L(A) the total cost of the services provided under this subsec-
tion, and
L(B) subject to the provisions of the preceding sentence, the

%mognt of such cost which should be charged to each of such Trust

unds.

[(6) For the purposes of this subsection the term “vocational reha-
bilitation services” shall have the meaning assigned to it. in the Voca-
ticra! Rehabilitation Act, except that such services may be limited in
type, scope, or amount in accordance with regulations of the Secretary
designed to achicve the purposes of this subsection.] such individuals
into substantial gainful activity, there are authorized to be transferred
from the Federal Old-Age and Survivors Insurance T'rust Fund and
the Federal Disability Insurance Trust Fund cach fiscal year such
sums a8 may be necessary to enable the Secretary to reimburse—

(2) the general fund in the Treaswry of the United States for

the Federal share, and

(%) the State for twice the State share,
of the reasonable and necessary costs of vocational rehabilitation sery-
ces furnished such individuals (including services during their wait-
tng periods), under a State plan_for vocational rehabilitation sery-
wes approved under title I of the Rehabilitation Act of 1973 (29
U.S.C. 701 et seq.), which result in theip performance of substariial
gainful activity which lasts for a continuous period of 12 months, or
which result in their employment for a continuous period of 12 months
n a sheltered workshop meeting the requirements applicable to a non-
profit rehabilitation facility wnder paragraphs (8) and (10) (L) of
scction 7 of such Aets (29 U.S.0. 706 (8) and (10)(L). The determina-
tion that the vocational rehabilitation services contributed to the suc-
ceasful returs, of such individuals to substuntial gainful actinity or
their cuployment in sheltered workshops, and the determination of
the amount u) costs to be reimbursed voades this subsection, shall be
made by the Commissicic: off Sociul Sceurity in accordanee with cri-
teria formulated by him.
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(2) Payments under (his subsection shall be made in advance or by
way of reimbursement, with necessary adjnstments for overpayinents
and underpayments,

(3) Money paid from the 1'rust Funds under this subsection for the
reimbursement of the costs of providing services to individuals who
are entitled to benefits under section 223 (including services during
their waiting periods), or who are entitled to benefits under section
202(d) on the basis of the wages and self-employment income of such
individuals, shall be charged to the Federal Disability Insurance Trust
Fund, and all other money paid from the Trust Funds under this sub-
section shall be charged to the Federal Old-Age and Survivors Insur-
ance Trust Fund. The Secretary shall determine according to such
methods and procedures as he may deem appropriate—

(4) the total amount to be reimbursed for the cost of services
under this subsection, and

(B) subject to the provisions of the preceding sentence, the
amount which should be charged to each of the Trust Funds.

(4) For the purposes of this subsection the term. ‘vocational rehabil-
itation services’ sfall have the meaning assigned it in title I of the
Rehabilitation Act of 1973 (29 U.8.C. 701 et seq.), except that such
services may be limited in type, scope, or amount in. accordance with
regulations of the Secretary designed to ochieve the purpose of this
subsection.

(8) The Secretary is authorized and divected to study alternative
methods of providing and financing the costs of vocational rehabilita-
tion sercices to disabled beneficiarics under this title to the end that
mazinae n savings will result to the Trust Funds. On or be fore J amuary
1, 1980, the Secretary shall transmit to the President and the Congress
a report which snall contain his findings and any conclusions and
recommendations he may have.

DISABILITY INSURANCE BENEFIT PAYMENTS

Disability Insurance Renefits

SEc. 223. (a) (1) Every individual who—
(A) is insured for disability insurance benefits (as determined
under subsection (c) (1)),

(B) has not attained the age of sixty-five,

(C) has filed application for disability insurance benefits, and

(D) is under a disability (as defined in subsection (d%)
shall be entitled to a disability insurance benefit (i) for each month
beginning with the first month after his waiting period (as defined
in subsection (¢) (2)) in which he becomes so entitled to such insurance
benefits, or (ii) for each month beginning with the first month during
all of which he is under a disability and in which he becomes so en.
tit’ed to such insurance benefits, but only if he was entitled to disability
insurance benefit:: which terminated, or had a period of disability (as
defined in seetion 216(i)) which ceased, within the sixty-month period
preceding the (st month in which he is under such disability, aid
ending with the month picceding whichever of the following months
is the earliest: the month in which he dies, the month in which he at-
tains age 65, or the third month following the month in which his
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disability ceases, or, if later (and subject to subsection (e)), the fif-
teenth month following the end of such individual’s trial work period
determined by application of section 222(c) (4)(4). No payment
under this paragraph mnay be made to an individual who would not
mect the definition of disability in subsection (d) except for paragraph
(1) (B) thereof for any month in which he engages in substantial gain-
ful activity, and no payment may be made for such month under sub-
section (b), (c), or (d) of section 202 to any person on the basis of the
wages and self-employment income of such individual. In the case of
a deceased individual, the requirement of subparagraph (C) nay be
satisfied by an application for benefits filed with respect to such in-
dividual within 8 months after the month in which he died.

(2) Except as provided in section 202(q) and section 215(b) (2)
(4) (%), such individual’s disability insurance benefit for any month
shall be equal to his primary insurance amount for such month deter-
mined under section 215 as though he had attained age 62, in—

A) the first month of his waiting period, or
§B; in any case in which clause %ii) of paragraph (1) of this
subsection is applicable, the first month for which he becomnes
entitled to such disability insurance bencfits,
and as though he had become entitled to old-age insurance benefits in
the month in which the application for disability insurance benefits
was filed and he was entitled to an old-age insurance benefit for each
month for which (pursnant to subsection (b) ) he was entitled to a dis-
ability insurance benefit, For the purposes of the preceding sentence,
in the case of an individual who attained age 62 in or before the first
ivnis referred to in subparagraph (A) or (B) of such sentence, as
the case maj he. the elapsed years referred to in section 215(b) (3)
shall not include the year in which he attained age 62, or any year
thereafter.
Filing of Application

(b) An application for disability insurance benefits filed before the
first month in which the applicant satisfos the requirements for such
benefits (as prescribed in su%section (2) (1)) shall be deemed a valid
application (and shall be deemed to have been, filed in such first month)
only if the applicant satisfies the requirements for such benefits before
the Secretary makes a final decision on the application and no request
under section 205(b) for notice and opportunity for a hearing thereon
18 made, or if such a request is made, before a decision based upon the
evidence adduced at the hearing is made (regardiess of whether such
decision becomes the final decision of the Secretary). [If, npon final
decision by the Sceretary, or decision upon judicial review thereof,
such applicant is found to satisfy sach requirements, the application
shall be deemed to have been filed in such first month.J An individual
who would have been entitled to a disability insurance benefit for any
month had he filed application therefor before the end of such month
shall be entitied to such benefit for such month if such application is
hlodﬂbefore the end of the 12th month immediately succeeding such
month,

* ® ® = * . L »
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Definition of Disability
(d)(1) * **
* * * * » * *

(4) The Secretary shall by regulations preseribe the criteria for
determining when services performed or carnings derived from serv-
ices demonstrate an individual’s ability to engage in substantial gain-
ful activity. Notwithstanding the provisions of paragraph (2), an
individual whose services or earnings meet such criteria shall, except
for purposes of section 222(c), be found not to be disabled. No individ-
ual who is blind shall be regarded as having demonstrated an ability to
engage in substantial gainful activity on the basis of earnings that do
not exceed the exempt amount under section 203(f) (8) which is ap-
plicable to individuals described in subparagraph (D) thereof. In
determining whether an individual is able to engage in substantial
gainful activity by reason of his earnings, where his disability is suffi-
ciently severe to result in a functional limitation requiring assistance in
order for kim to work, there shall be excluded from such earnings an
amount equal to the cost (to the individual) of any attendant care
services, medical devices, equipment, prostheses, and similar items and
services (not including routine drugs or routine medical services unless
such. drugs or services arc necessary for the control of the disabling
condition) which are necessary for that purpose, whether o» not such
assistance is also needed to cnable him to carry out his normal daily
functions.

(5) An individual shall not be considered to be under a disability
unless b5 furnishes such medical and other evidence of the existence
thereof as the Secretary may require. Any non-Federal hospital, clinic,
laboratory, or otn. * provider of medical services, or physician not in
the employ of the Federal Government, which supplies medical evi-
dence required by the Secretary under this paragraph shail be entitled
to payment from the Secretary for the reasonable cost of providing
such evidence.

(€) No benefit shall be payable under soction (d), (e), or (f) o
section 202 or under subsection (a) (1) to an wuiividual for any mont
after the third month in which he engages in substantial gainful activ-
ity during the 15-month period following the end of his trial work
period determined by application of section 292(c) (‘4) (4).

SUSPENSION OF BENEFITS BASED ON DISABILITY

Srkc. 225. (@) If the Secretary, on the basis of information obtair.ed
by or submitted to him, belicves that an individual entitled to bencfits
under section 228, or that a child who has attained the age of cighteen
and 1s entitled to benefits under section 202(d), or that a widow or
surviving divorced wife who has not attained age 60 and is entitled
to benefits under section 202(e), or that & widower who has not attained
age 60 and is cutitled to benefits under section 202(f), may have
ceased to be under a disabiltiy, the Secretary may suspend the pay-
ment of beneiii. ander such section 202(d), 202(e), 202(f), or 223,
until it is determined (as previded in section 221) whether or not such
individual’s disability has ceased or until the Secretary believes that
such disability has not ceased. In the case of any individual whose dis-
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ability is subject to determination under an agreement. with a State
under section 221(b), the Secretary shall promptly notify the appro-
priate State of his action under this [section] subsection and shall re-
quest a prompt determination of whether such individual’s disability
has ceased. For purposes of this [section] subscction, the term “dis-
ability” has the meaning assigned to such term in section 223(d).
Whenever the benefits of an individual entitled to a disability insur-
ance benefit are suspended for any month, the benefits of any individual
entitled thereto under subsection (b), (c), or (d) of section 202, on
the basis of the wages and self-employment income of such individual,
shall be suspended for such month, The first sentence of this [section]
subsection shall not apply to any child entitled to benefits under sec-
tion 202(d), if he has attained the age of 18 but has not attained
the age of 22, for any month during which he is a full-time student
(as defined and determined under section 202(d)).

(b) Notwithstanding any other provision of this title, payment to
an individual of benefits based on disability (as described in the first
sentence of subsection (a)) shall not be terminated or suspended be-
cause the physical or mental impairment on which the individual’s en-
titlement to such benefits is based has or may have ceased if—

(Ig such individual is participating in an approved vocational
rehabilitation program under a Statc plan approved under title
1 of the Rehabilitation Act o f 1973, and
(8)_the Commissioner of Social Security determines that the
completion of such program, or its continutation for a specified
period of time, will increase the likelihood that such individual
ny (following his participation in such program) be perma-
nently rc.n~ved from the disability benefit rolls.

ENTITLEMENT TO HOSPITAL INSURANCE BENEFITS

" SEC. 226.
a) * ok %k )
%b) Every individual who—
51) has not attained age 65, and

2) (A) is entitled to, and has for 24 [consecutive] calendar
months have been entitled to, (i) disability insurance benfits under
section 228 or (ii) child’s insurance Lenefits under section 202(d)
by reason of a disability (as defined in section 223(d)) or (iii)
widow’s insurance benefits under section 202(e) or widower’s in-
surance benfits under section 202(f) by reason of a disabiuty
(as defined in section 228 ( d}l), or (B) is, and has been for not less
than 24 [consecutive] months'a disabled qualified railroad retire-
ment beneficiary, within the meaning of section 7(d) of the Rail-

road Retirement Act of 1974,
shall be entitled to hospital insurance benefits under Part A of title
XVIII for each month beginning with the later of (I) July 1973 or
(I1) the twenty-fifth [consecutive] month of his entitlement or status
as a qualified vailroad retirement beneficiary described in paragraph
(2). and ending (subject to the last sentence of this subsection) with
the inonth following the month in which notice of termination of such
entitlement. to benefits or status as a qualified railroad retirement bene-
ficiary described in paragraph (2) is mailed to him, or if earlier, with
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the month before the month in which hoe attains age 65. #or purposes
of this subscction, an individual who has had a peviod of trial worvk
which ended as provided in section 222(c) (4) (A), and whose entitle-
ment to benefits or status as a qualifted railroad retirement beneficiary
as deseribed in paragraph (2) has subsequently terminated, shall be
deemed to be entitled to such benefits or to occupy such status (not-
withstanding the termination of such entitlement or status) for the
period of consecutive months throughout all of which the physical or
mental impairment, on which such entitlement or status was based,
continues, but not in excess of 84 such months,

) For purposes of subsection (b) (and for purposes of section
1837(g) (1) of this Act and section 7(d) (%) (i2) of the Railroad
Retirement Act of 197}), the 24 months for which an individual has
to have been entitled to specified monthly benefits on the basis of dis-
ability in order to become entitled to hospital insurance benefits on such
basis effective with any particular month (or to be deemed to have
enrolled in the supplemenlary medical insurance program, on the
basis of such entitlement, by reason of section 1837 (f)), where such
individual had been entitled to specified monthly benefits of the same
type during a previous period which terminated—

(1) more than 60 months before that particular month in any
case where such monthly benefits werve of the type specified in
clause (A4) (<) or (B) of subscetion (b) (%), or

(2) move than 8 months before that particular month in any
case where such monthly benefits were of the type specified in
clause (A) (X)) or (A) (i) of such subscction,

sbalgd noi include any month which occurred during such previous
period.

L(£)] (9) For entitlement to hospital insurance benefits in the case
of certain uninsured individuals, see section 103 of the Social Security
Amendments of 1965.

. 2 * * * % * *®

TITLE XVIII-HEALTH INSURANCT FOR THE AGED
AND DISABLED

* * * * L] L ] L J

Parr A—HospritaL INSURANCE BENEFITS FOR THE AGED AND DISABLED
DESCRIPTION OF PROGRAM

Sec. 1811. The insurance program for which entitlement is estab-
lished by sections 226 and 226 A provides basic protection against the
costs of hospital and related post-hospital services in accordance with
this part for (1) individuals who are age 65 or over and are entitled to
vetivement benefits under title IT of this Act or under the railroad re-
tirement system; (2) individuals under age 65 who have been entitled
for not less than 24 [eonsecutive] wonths to benefits under title 11 of
this .Act or unaer the railroad retirement system on the basis of a
disability ; and (8) certain irdividuals who do not meet the conditions
specified in either clause (1) or (2) but who are medically determined
to have end stage renal disease.

» » » » » . »
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Parr B—SvurrLeMENTARY MEDICAL [NSURANCE BENEFITS FOR THE
Agep anp DisaBrLep

* * * * . » »

ENROLLMENT PERIODS

Skc. 1837. (a) * * *

* * * * * * *

(g) All of the provisions of this section shall apply to indiviuals
satisfying subsection (£), except that—

. (1) in the case of an individual who satisfies subsection (f) by
reason of entitlement to disability insurance benefits described in
section 226(a) (2) (B), his initial enrollment period shall begin

- on the first day of the later of (A) April 1973 or (B) the third
month before the 25th [consecutive] month of such entitlement,
and shall reoccur with each continuous period of eligibility (as
defined in section 1839(c)) and upon attainment, of age 65;

(2) (A) in the case of an individual who is entitled to monthly
benefits under section 202 or 223 on the first day of his initial
enrollment period or becomes entitled to monthly henefits under
section 202 during the first 8 months of such period, his enroll-
ment shall be deemed to have occurred in the third month of his

* initial enrollment period, and ,

(B) in the case of an individual whe is not entitled to benefits
under section 202 on the first day of his initial enrollment period
.nd does not become so entitled during the first 3 months of such
period, his enrollment shall be deemed to have oceurred in the

- month in vhich he files the application establishing his entitle-
ment to hospital insurance benefits provided such filing occurs
during the Jast 4 months of his initial enrollment period ; and

(3) in the case of an individual who would otherwise satisfy

- subsection (f) but does not establish his entitlement to hospital
insurance benefits until after the lact day of his initial enrollment
period (as defined in subsection (d) or this section), his enroll-

“ment shall be deemed to have occurred on the first day of the
earlier of the then current or immediately succeeding general
enrollment period (as defined in subsection (e) of this section).
. . . * * » *

SECTION 7 OoF THE RATLROAD RETIREMENT AcCT

POWERS AND DUTIES OF THE BOARD

Sec. T (a) * * *
* > . * L * *

(d) (1) The Board shall, for purposes of this subsection, have the
fame autuo:l'y to determine the rights of individuals described in sub-
division (2) to have paviments made on their behalf for hospital insur-
ance benefits consisting of inpatient hospital services, posthospital
extended care services, posthospital home heal:h services, and out-
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patient hospital diagnostic services (all hercinafter referred to as
“services”) under section 226, and parts A and C of title XVITI, of the
Social Sceurity Act as the Seerctary of Health, Education, and Wel-
fare has under such section and such parts with vespect. to individual.
to whom such sections and such parts apply. For purpeses of seetion &,
a determination with respect to the rights of an individual under this
subsection shall, except in the case of a provider of services, be con-
sidered to be a decision with respect to an annuity,

(2) Except as otherwise provided in this subsection, every person
who—

(1) has attained age 65 and (A) is entitled to an annuity under
this Act or (B) would be entitled to such an annuity had he
ceased compensated service and, in the case of a spouse, had such
spouse’s husband or wife ceased compensated service; or

(11) has not attained age 65 and (A) has been entitled to an
annuity under section 2 of this Act, or under the Railroad Retire-
ment Act of 1937 and section 2 of this Act, or could have been
includible in the computation of an annuity under section 3(f) (3)
of this Act, for not less than 24 [consccutive] months and (B)
could have been entitled for 24 Leonsccutive] calendar months,
and could currently be entitled, to monthly insurance henefits
under section 223 of the Social Security Act or under section 202
of that Act on the basis of disability if service as an employce
after December 31, 1936, had been included in the term “employ-
ment” as defined in that Act and if an application for disability
benefits had been filed,

shall be certified to the Secretary of Health, Education, and Welfare
as a qualified rail"sad retirement beneficiary under section 226 of the
Social Security Act.

* * * * * * *



VII. AporrioNar Views oF Hon. Sam M. Gissoxs, Ricuary A, G-
HARDT, CEC HEFTEL, BrLL FRENZEL, J1m MARTIN, anp Joun H. Rous-
seLor To H.R. 3236, Tur DisaBiLrry INSURANCE AMENDMENTS OF
1979

When H.R. 3236, the Disability Insurance Amendments of 197 9, was
considered in the Committee on Ways and Means, I offered a simple
amendment to section 2 that would limit total disability insurance
(DI) family henefits for future beneficiaries to 130 percent of a
worker’s insurance amount. We believe this is a level at which a
worker and his or her family would be adequatcly protected during
the period of disability while still providing that worker an incentive
to return to work at his or her normal (higher) rate of pay. The
committee bill would limit this to 150 percent of a worker’s insurance
amount.

Under the committee bill, a worker who becomes disabled under the
Social Security System is entitled to benefits which ure computed on
the basis of the smaller of the worker’s average indexed monthly earn-
ings (AIME) or the worker’s primary benefits (PIA), that is the
insurance amount. My amendment would place the limit at the smaller
of 80 percent of a worker’s ATME or 130 percent. of the worker’s PTA
(39/100). The Subcommittee on Social Security proposed instead a
total DI faniily henefit limit of 80/150. Unfortunately, we fell 2 votes
short when the amendment was considered and defeated by a vote of
14 yeas to 16 nays. It is obvious that the conunittee is fairly wel split
on this issue and that is why the undersigned Members offer these
additional views.

Liberal disability benefits induce both an increase in the number of
cases approved and the prolongation of aisability. From a social and
humanistic point of view, we are presented with a dilemima, namely,
how we can provide adequate benefits to those unfortunate individuals
who become and remain truly disabled, without removing or greatly
reducing the incentive to overcome the disability and return to work.
From a taxpayer’s point of view, rising payroll taxes are and have
been necessary to keep solvent the troubled disability insurance sys-
tem, which includes excessive disability benefits for high-income fami-
lies, particularly two-earner families.

For example, if 2 man and his wife with one child each earn $12,000,
their net income is $16,600. If one of them should become disabled
and one continues to work, under current law their net mcome will be
$16,700. The committee bill would not change that result, Thus, there is
an economic dicinecentive not to return to work. I think this result
should be changed if our disability insurance system is going to sur-
vive, My senso of justice requires that when disabled worlers return to
work, their family income should increase, Accordingly, my amend-
ment to change the carnings replacement ratio to 80/130 would pro-
vide this couple with $15,700 net ncome, or an economic incentive to
return to work of $1,000.

(62)
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As table I of the following tables indicates, our amendment would
provide greater economic incentives to disabiltiy recipients at all wage
levels above $5,000. Its primary effect would be on high income fami-
lies. A person earning $5,750 would lose $4.43 per year or $8.53 per
week relative to the committee bill; a person earning $16,000 would
lose $1,232 per year or $23.70 per week. For maledisabled workers in
two-earner families, the percent of workers with over 90 percent re-
placement rates would be reduced to 35 percent from 67 percent of all
present DI beneficiaries. See table II. Many of these workers have
spouses who can work. Furthermore, while the amendment only affects
families with children, the proposal does not eliminate dependents
benefits. Lower income workers who become disabled many still receive
support from SSI, AFDC, food stamps, school lunch and other child
nutrition programs, housing programs, education porgrams, medicare,
medicaid, the medically needy program, worker’s compensation, veter-
ans benefits, black lung benefits, and civil service to name a few.

The point is, all of the income maintenance concerns of low income
workers should not be solved by social insurance programs like DI.
We should not set DI benefit levels as if this was the family’s only
means of support. Social security was never intended by either liberals
or conservatives to provide over 80, 90, or even over 100 percent of pre-
disability benefits. But as table IV indicates, under current law some
two-earner families may stand to make more drawing disability than
they did before becoming disabled or would after they return to work.
Unfortunately, the committee bill allows this to continue in some
instanees,

‘We submit that the proposed amendment solves the social and hu-
manistic dilemma faceg by those of us who are concerned about the
DI system. It also goes further than the committee’s bill in answering
the taxpayer’s legitimate complaint that the payroll tax rates have
risen too high and must be rolled back.

It is estimated by both Social Security actuaries and the Con-
gressional Budget Office that utilizing an 80/130 formula would save
an additional 430 million per year by 1984 i lative to the committee
bill. Tn the 4-year period from 1981 to 1984, we could save $1 to $1.2
billion. Such savings help to balance the Federal budget. They can
also bo passed on to high- anl low-income workers in terms of greater
rollback in the payroll tax rate when social security/DI financing is
considered late t{ﬁs year or early next year.

Time may be running out on the disability insurance system and
our taxpayer’s willingness to support it. We think the time for decisivn
is now.

Respectfully submitted.
Sam M. GiBBoNs.

Ricuarp A. GEPHARDT.
Cec HEFTEL.

Birr Frenzer.

J1v MARTIN.

Joux H. Rousskror.
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TABLE |.—IMPACT OF BENEFIT LIMIT PROPOSALS AT VARIOUS BENEFICIARY LEVELS
[Benefit amount—disabled worker and 2 dependents, 1980]

80 parcent of 80 percent of

AIME administra- AIME or 150 80 percent of  Amount of reduc -

Annusl indexed tion progosnl percent of PIA AIME or 130 tion relative to
earnings Current law (H.R. 2854) (H.R. 3236) percent of PJA committee bill
1,750 2,363 1,576 1,576 1,576 0
4,250 4,077 3, 400 3,400 3,400 0

5, 750 5,039 4,600 4, 600 4,157 443
7,500 6, 560 6, 000 5,636 4,884 152

9, 250 8,084 7, 400 6, 476 5,613 863
10, 900 8,795 8,720 7,268 6,299 969
12, 650 9, 546 9, 546 8,109 7,028 1,081
14,250 10, 309 10, 309 8,845 7,666 1,179
16, 000 10, 776 10,776 9,238 8, 006 1,232

TABLE I.—ESTIMATED DISTRIBUTION OF DISABLED WORKERS WITH DEPENDENTS' BENEFITS BY RATIO OF POST-
DISABILITY INCOME TO PREDISABILITY OISPOSABLE INCOME UNOER VARIOUS PROPOSALS

Estimated Postdisability disposable income as a percent of pre-

number of isability disposabie income!
0l awards
(thousands) Below 90 90to 100 Above 100 Total
Male Disabled Worker, 2-earner family__.____. 54,9 e
Current law_ e am e 4 32 64 100
Committee b 33 46 22 1
0150 . T 65 25 10 100
Male disabled worker, 1-earner family_____ " """ Tgsy .. 7 W
Current Jaw._. . 21 65 14 100
Committes bill 74 17 8 100
50 ... 78 14 8 100
Female disabled worker, 2-eamer family """ TEgsT "7
Current law_ ___ 0 6 94 100
Commi‘tae bill. . 2 32 66 100
L T 8 40 52 100

1 Predisability disposable ir..ome is the sum of average wage indexed earnings of worker (since 1951 or age 21), earn-
ings of spouse praceding disability and property income preceding di_snbllltg less astimated taxes and work expenses.
Estimate of income maintenance payments was added to obtain total disposable income. . .

Postdisability income is the sum of spouse earnings after disability and estimated property ne, less estimated
taxes and work expenses. Estimate of means-tested income maintenance payments was added to obtain total disposable
income, Payments from private or governmental pensions, veterans’ benefiis, and workmen's compensation are not in-
cluded. Post and predisability income were both indexed to same year for calculating ratios.

Source: Based on sample DI awards betwesn 1973 and 1976 merged with longitudinal eamers histories and SSA and
census data on worker characteristics and income sources.

TaBLE III.—Ezamples of cconomic incentives to return to work
Example 1—Man, wife each earning $12,000—with 1 child :

Net income prior to disability__________________________ $16, 600
Net inconie if one becomes disabled and one continues to work____ 16, 700
Net income under subcommittee bill._____________________ - 16, 700
Econontic incentive to return to former Job__ o ____ —100
Economic incentive to take a job earning $6,000 a year_______ _ —3 500
Net income under 80/130_________________ " " " o 15, 700
Econoniic incentive to return to former Job_ L ____ 1, 000

Example 2—Man earning $12,000, wife earning $6,000—with 2 children :
Net income prior to disability____________________ """
Net income if male becoines disabled, female continuves to work

{eurrentlaw)._____________________

Keonomie incentive to return to work________ 7T
Example 8—Oue earner, spouse and child where earner earns $10,000 :
Net {uncome prior to dignbidity ________________

Net income when egrner becumes disabled (current law)
Net income under subcommittee bill
Keononiie incentive to return to work
Net income under 80180 _________ T
Economie incentive to return to work
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TABLE IV.—POSTDISABILITY DISPOSABLE INCOME AS A PERCENT OF PREDISABILITY DISPOSABLE INCOME UNDER
VARIOUS WAYS OF LIMITING FAMILY BENEFITS FOR DISABLED WORKER BENEFICIARIES WITH DEPENDENTS

gercent ol ;ercent of
AIME/150 percent AIME/130 pmont
Current law
Male disabled worker family:
doarner. o iieeiieaaans 94 85 78
2BAIReI. e 103 93 87
AVBIage. o ciiceiinna 98 89 83
Female disabled worker family:
BATNBI . - o oo e e e —————— 96 93 91
2@aAMMBr - - oo 109 - 101 99
Average. o eimaans 104 98 96

Source: CBO simulation of persons awarded benefits in 1980 based on a sample of awards from 1973-76.

TABLE V.—IMPACT OF BENEFIT LIMIT PROPOSALS AT VARIOUS EARNINGS LEVELS INCLUDING WELFARE?

Predisability Postdisability disposable income
disposable

Earnings income  Current lsw H.R. 3236 80/130
$3,423 $6, 048 $6, 048 $6, 048
4,884 6, 048 6, 048 6,048

5,923 , 588 5,276 , 86!
6, 666 6,734 5, 945 5, 426
7,966 7,831 , 493 5,986

1 Wel!lre programs included in this analysis are AFOC, SSI, and food stamps.



VIII. SvprLEMENTAL ViEws oF Hox. Ricirarp A. GEPHARDT xp Hox.
Cec HerFTEL oN H.R. 3236, Tk D1sABILITY INSURANCE A MENDMENTS
oF 1979

While we are very supportive of the basic provisions of H.R. 3236
to reduce program costs and improve work incentives for beneficiaries,
there is one area of improvement which has not been included in the
bill. Briefings on H.R. 3236 for members of the House Ways and Means
Committee brought to light the fact that disability insurance was pro-
vided on the basis of not just medical disability but also utilizing voca-
tional factors such as age, education and work experience. This pro-
duces higher costs for the program and greater ambiguity in deter-
mining who should become a benefieiary. We will he undermining the
credibility and financial stability of the system if we provide benefits
at levels fycl)r which the people or government are unwilling to pay.

A great step forward can be made in terms of fiscal responsibility
by using only medical factors for determining disability for insurance
applicants under 55 years of age, while continuing to use medical and
vocational factors for persons 55 years of age and over. This proposed
amendment would only affect cases occurring in the future and would
have no impact on cases which have been decided in the past. For in-
Gividaals under 55 who would be denied disability benefits because
medical evidenee was insufficient, existing social programs would be
avallable to provide assistance. When offered during full committee
markup, this amendment failed by just one vote (13 nays to 12 ayes).
There is obvious committee support for this proposal and it will be
offered again on the House floor. .

The amendment would result in savings to the system in excess of
$500 million per year by 1984. That sum hecomes significant as a part
of an overall effort to make social security once again solvent. The
administration of the disability program would be further streamlined
by the reduction in the number of cases in which vocational factors
must be considered. Currently, a disproportionate percentage of cases
reaching the hearings and appeals stages involve the consideration of
vocational factors. New benefit awards could be expected to be cut by
approximately 5 pereent with this change.

The trend in recent years toward less reliznce on vocational factors
has been encouraging, but the proposed amendment is necessary to as-
sure that benefits awarded be appropriate under the original intent of
the disability program. In conclusion, we hope to take every step possi-
ble toward restoring confidence in the stability and credibility of the
Social Security system.

Respectifutly submitted.

Ricuarp A. GEPHARDT.
Cec HEFTEL.

(66)






Union Calendar No. 41
52 H,R. 3236
[Report No 96-100]

To amend title IT of the Social Security Act to provide better work incentives and

improved accountability in the disability insurance program, and for other
purposes.

1ii THE HOUSE OF REPRESENTATIVES

MarcH 27, 1979

Mr. PickiLE (for himself, Mr. ARCHER, Mr. Jacoss, Mr. CorTER, Mr. GEP-

HARDT, Mr. Mikva, Mr. FisHER, Mr. GRapIsON, and Mr. ROUSSELOT)

introduced the following bill; which was referred to the Committee on Ways
and Means

APRIL 23, 1979

Reported with amendments, committed to the Committee of the Whole House on
the State of the Union, and ordered to be printed

{Omit the part struck through and insert the part printed in italic]

A BILL

To amend title IT of the Social Security Act to provide better

work incentives and improved accountability in the disability
insurance program, and for other purposes.

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

2 twes of the United States of America in Congress assembled,
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1 That this Act, with the following table of contents, may be

2 cited as the “Disability Insurance Amendments of 1979”.
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. Short title.

Limitation on total family benefits in disability cases.

Reduction in number of drop-out years for younger disabled workers.
Work incentive—SGA demonstration project.

Extraordinary work expenses due to severe disability.

Provision of trial work period for disabled widows and widowers; extension
of entitlement to disability insurance and related benefits.
Elimination of requirement that months in medicare waiting period be

consecutive.
Disability determinations; Federal review of State agency allowances.
Information to accompany Secretary’s decisions as to claimant’s rights.
Limitation on prospective effect of application.
Limitation on court remands.
Time limitations for decisions on benefit claims.
Vocational rehabilitation services for disabled individuals.
Continued payment of benefits to individuals under vocational rehabilita-
tion plans.
Payment for existing medical evidence.
Payment of certain travel expenses.
Periodic review of disability détermmations.

LIMITATION ON TOTAL FAMILY BENEFITS IN DISABILITY

CASES

SEC. 2. (a) Section 203(a) of the Social Security Act is

amended—

(1) by striking out “except as provided by para-

graph (3)” in paragraph (1) (in' the matter preceding

subparagraph (A)) and inserting in lieu thereof “‘except

as provided by paragraphs (3) and (6)’’;

(2) by redesignating paragraphs (6), (7), and (8) as

paragraphs (7), (8), and (9), respectively; and

(3) by inserting after paragraph (5) the following

new paragraph:
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3
“(6) Notwithstanding any of the preceding provisions of

this subsection other than paragraphs (3)(4), (3)(C), and (5)
(but' subject to section 2151)(2)(A)@1)), the total monthly
benefits to which beneficiaries may be entitled under sections
202 and 223 for any month on the basis of the wages and
self-employment income of an individual entitled to disability
insurance benefits (whether or not such total benefits are oth-
erwise subject to reduction under this subsection but in lieu
of any reduction under this subsection which would otherwise
be applicable) shall be reduced (before the application of sec-
tion 224) to the smaller of—

“(A) 80 percent of such individual’'s average in-
dexed monthly earnings (or 100 percent of his primary
insurance amount, if larger), or

“(B) 150 percent of such individual’s primary in-
surance amount.’’.

(b)(1) Section 203(a)(2)(D) of such Act is amended by
striking out “‘paragraph (7)” and inserting in lieu thereof
“paragraph ).

(2) Section 203(a)(8) of such Act, as redesignated by
subsection (a)(2) of this section, is amended by striking out
“paragraph (6)” and inserting in lieu thereof “paragraph
(7).
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(3) Section 215@1)2)(A)i)III) of such Act i1s amended
by striking out ‘“‘section 203(a) (6) and (7)” and inserting in
lieu thereof “‘section 203(a) (7) and (8)”.

(4) Section 215G)(2)(D) of such Act is amended by
adding at the end thereof the following new sentence; “Not-: )
withstanding the preceding sentence, such revision of mazi-
mum family benefits shall be subject to paragraph (6) of sec-
tion 203(a) (as added by section 2(a)(3) of the Disability
Insurance Amendments of 1979).”.

(c) The amendments made by this section shall apply
only with respect to monthly benefits payable on the basis of
the wages and self-employment income of an individual
whose mitial eligibility for benefits (détermined under sec-
tions 215(a)(3)(B) and 215(2)(2)(A) of the Social Security
Act, as applied for this purpose) begins after 1978, and
whose initial entitlement to disability insurance benefits (with
respect to the period of disability involved) begins after 1979.

REDVCTION IN NUMBER OF DROPOUT YEARS FOR

YOUNGER DISABLED WORKERS

SEc. 3. (a) Section 215()(2)(A) of the Social Security
Act is amended to read as follows:

“(2)(A) The ﬁumber of an individual’s benefit computa-
tion years equals the number of elapsed years reduced—

“(1) in the case of an individual who is entitled to

old-age insurance benefits e whe hes died (except as
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provided in the second sentence of this subparagraph),
or who has died, by 5 years, and
“(i1) In the case of an individual who is entitled to
disability insurance benefits, by the number of years
equal to one-fifth of such individual’s elapsed years
(disregarding any resulting fractional part of a year),
but not by more than 5 years.
Clause (ii), once applicable with respect to any individual,
shall continue to apply for purposes of determining such indi-
viduai's primary insurance amount after his desth er attain-
ment of age 65 or any subsequent eligibility for disability
insurance benefits unless prior to the month in which he dies;
attains sueh age; oF he attains such ayc or becomes so eligi-
ble there occurs a period of at least 12 consecutive months
for which he was not entitled to a disability insurance benefit.
If an individual described in clause (i) 1s determined in ac-
cordance with regulations of the Secretary to have been re-
sponsible for providing (and to have provided) the principal
care of a child (of such individual or his or her spouse) under
the age of 6 throughout more than 6 full months in any cal-
endar year which is included in such individual’'s elapsed
years, but which is not disregarded pursuant to clause (ii) or
to subparagraph (B) (in determining such individual’s benefit
computation years) by reason of the reduction in the number

of such individual’s elapsed years under clause (i), the
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number by which such elapsed years are reduced under this
subparagraph pursuant to clause (i) shall be increased by one
(up to a combined total not exceeding 5) for each such calen-
dar year; except that (I) no calendar year shall be disregard-
ed by reason of this sentence (in determining such individ-
ual’s benefit computation years) unless the individual pro-
vided such care throughout more than 6 full months in such
year, (II) the particular calendar years to be disregarded
under this sentence (in determining such benefit computation
years) shall be those years (not otherwise disregarded under
clause (i1)) for which the total of such individual's wages and
self-employment income, after adjustment under paragraph
(8), is the smallest, and (I1I) this sentence shall apply only to
the extent that its application would resuit in a higher prima-
ry insurance amount. The number of an individual’s benefit
computation years as determined under this suvparagraph
shall in no case be less than 2.”.

(b) Section 223(a)(2) of such Act is amended by insert-
ing “and seciicn 215(b)(2)(A)()"’ after “‘section 202(g)” in
the first sentence.

(c) The amendments made by this section shall apply
only with respect to monthly benefits payable on the basis of
the wages and self-employment income of an individual
whose initial entitlement to disability insurance benefits (with

respect to the period of disability involved) begins on or after
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January 1, 1980; except that the third séntence of section
215(b)(2)(A) of the Social Security Act (as added by such
amendments) shall apply only with respect to monthly bene-
fits payable for months after December 1980.
WORK INCENTIVE—SGA DEMONSTRATION PROJECT

SEc. 4. (a) The Commissioner of Social Security shall
dévelop and carry out experiments and demonstration proj-
ects designed to determine the relative advantages and disad-
vantages of various alternative methods of treating the work
activity of disabled beneficiaries under the old-age, survivors,
and disability insurance program, including such methods as
a reduction in benefits based on earnings, designed to encour-
age the return to work of disabled beneficiaries to the end
that savings will accrue to the Trust Funds.

(b) The experiments and demonstration projects devel-
oped under subsection (a) shall be of sufficient scope and shall
be carried out on a wide enough scale to permit a thorough
evaluation of the alternative methods under consideration
while giving assurance that the results derived from the ex-
periments and projects will obtain generally in the operation
of the disability insurance program without committing such
program to the adoption of any prospective system either lo-
cally or nationally. |

(c) In the case of any experiment or demonstration proj-

ect under subsection (a), the Secretary may waive compliance
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with the benefit requirements of titles II and XVIII of the

Social Security Act insofar as is necessary for a thorough
evaluation of the alternative methods under consideration. No
such experiment or project shall be actually placed in oper-
ation unless at least ninety days prior thereto a written
report, prepared for purposes of notification and information
only and containing a full and complete description thereof,
has been transmitted by the Commissioner of Social Security
to the Committee on Ways and Means of the House of Rep-
resentatives and to the Committee on Finance of the Senate.
Periodic reports on the progress of such experiments and
demonstration projects shall be submitted by the Commis-
sioner to such committees. When appropriate, such reports
shall include detailed recommendations for changes in admin-
1stration or law, or both, to carry out the objectives stated in
subsection (a).

(d) The Commissioner of Social Security shall submit to
the Congress no later than January 1, 1983, a final report on
the experiments and demonstration prdjects carried out under
this section together with any related data and materials
which he may consider appropriate.

(e) Section 201 of the Social Security Act is amended by
adding at the end thereof the following new subsection:

“(j) Expenditures made for experiments and demonstra-

tion projects under section 4 of the Disability Insurance
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Amendments of 1979 shall be made from the Federal Dis-

ability Insurance Trust Fund and the Federal Old-Age and
Survivors Insurance Trust Fund, as determined appropriate
by the Secretary.”.
EXTRAORDINARY WORK EXPENSES DUE TO SEVERE
DISABILITY

SEC. 5. Section 223(d)(4) of the Social Security Act is
amended by inserting after the third sentence the ‘following
new sentence: “‘In determining whether an individual is able
to cugage in substantial gainful activity by reason of his earn-
ings, where his disability is sufficiently severe to result in a

functional limitation requiring assistance in order for him to

work, there shall be excluded from svch earnings an amount

equal to the cost (to the individual) of any attendant care
services, medical devices, equipment, prostheses, and similar

items and services (not including rouiine drugs or routine

“medical services unless such drugs or services are necessary

for the contre! of the disabling condition) which are necessary
for that purpose, whether or not such assistance is also

needed to enable him to carry out his normal daily

functions.” .

H.R. 3236——2



W W = O Ot k= W N -

BN DN DN N DN DN e el ped et ek ek ek ek ek ped
QU B W N = O W ® 03 & O =+ wWw N = O

10
PROVISION OF TEIAL WORK PERIOD FOR DISABLED

WIDOWS AND WIDOWERS; EXTENSION OF ENTITLE-

MENT TO DISABILITY INSURANCE AND RELATED

BENEFITS

SEC. 6. (a)(1) Section 222(c)(1) of the Social Security
Act 1s ameﬁded by striking out “section 223 or 202(d)”" and
inserting in lieu thereof “‘section 223, 202(d), 202(e), or
204H= 202(f) .

(2) Section 222(c)(3) of such Act is amended by striking
out the period at the end of the first sentence and inserting in
lieu thereof ‘, or, in the case of an individual entitled to
widow’s or widower’s insurance benefits under section 202
(e) or (f) who became entitled to such benefits prior to attain-
ing age 60, with the month in which such individual becomes
so entitled.”.

(3) The amendments made by this subsection shall apply
with respect to individuals whose disability has not been de-
termined tu have ceased prior to the date of the enactment of
this Act.

(b)(1)(A) Section 223(a)(1) of such Act is amended by
striking out the period at the end of the first sentence and
nserting in lieu thereof “or, if later (and subject to subsection
(e)), the fifteenth month following the end of such individual’s
trial work period determined by application of section

222(c)(4)(A).”.
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(B) Section 202(d)(1)(G) of such Act is amended by—

(1) by redesignating clauses (i) and (i) as clauses

(I) and (II), respectively,

(i) by inserting ‘“‘the later of (i) immediately
before “‘the third month”, and

| (i1i) by striking out “or (if later)” and inserting in

lieu thereof the following: “(or, if later, and subject to

section 223(e), the fifteenth month following the end of
- such individual’s trial work period determined by appli-

cation of section 222(c)(4)(A)), or (ii)”.

(C) Section 202(e)(1) of such Act is amended by striking
out the period at the end and inserting in lieu thereof the
following: “or, if later (and subject to section 223(e)), the
fifteenth month following the end of such individual’s trial
work period’ determined by application of section
222(c)(4)(A).”.

(D) Section 202(f)(1) of such Act is amended by striking
out the period at the end and inserting in lieu thereof the
following: “or, if later (and subject to section 223(e)), the
fifteenth month following the end of such individual’s trial
work period determined by application of section
222(c)(4)(A).”.

(2) Section 223 of such Act is amended by adding at the

end thereof the following new subsection:



O W S Ot R W N e

t\')t\')t\')t\')t\')v—tb—tv—tv—tv—tv—tv—tv—tv—tv—t
ﬁwwv—tocooo-qmmphwwv—to

12
“(e) No benefit shall be payable under subsection (d), (e),
or (f) of section 202 or under subsection (a)(1) to an individual
for any month after the third month in which he engages in
substantial gainful activity during the 15-month period fol-
lowing the end of his trial work period determined by applica-
tion of section 222(c)(4)(A).”.
(3) Section 226(b) of such Act is amended—

(A) by striking out “ending with the month” in
the matter'following paragraph (2) and inserting in lieu
thereof “ending (subject to the last sentence of this
subsection) with the month” and

(B) by adding at the end thereof the following
new sentence: ‘“‘For purposes of this subsection, an in-
dividual who has had a period of trial work which
ended as provided in section 222(c)(4)(A), and whose
entitlement to benefits or status as a qualificd railroad
retirement beneficiary as described in paragraph (2) has
subscyuently terminated, shall be deemed to be entitled
to such benefits or to occupy such status (notwith-
standing the termination of such entitlement or status)
for the period of consecutive months throughout all of
which the physical or mental impairment, on which
such entitlement or status was based, continues, but

not in excess of 24 such months.”’.
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(4) The amendments made by this subsection shall apply
with respect to individuals whose disability or blindness
(whichever may be applicable) has not been determined to
have ceased prior to the date of the enactment of this Act.

ELIMINATION OF REQUIREMENT THAT MONTHS IN

MEDICARE WAITING PERIOD BE CONSECUTIVE

SEC. 7. (a)(1)(A) Section 226(b)(2) of the Social Security
Act is amended by striking out “consecutive’ in clauses (A)
and (B).

(B) Section 226(b) of such Act is further amended by
striking out ‘““consecutive’’ in the matter following paragraph
(2). _

(2) Section 1811 of such Act is anicnded by striking out
“consecutive’’.

(8) Section 1837(g)(1) of such Act is amended by strik-
ing out ‘‘consecutive’’.

(4) Section 7(d)(2)(ii) of the Railroad Retirement Act of
1974 is amended by striking out “consecutive’’ each place it
appears.

(b) Section 226 of the Social Security Act is amended
by redesignating subsection (f) as subsection (g), and by in-
serting after subsection (e) the following new subsection:

“(f) For purposes of subsection (b) (and for purposes of
section 1837(g)(1) of this Act and section 7(d)(2)(i1) of the
Railroad Retirement Act of 1974), the 24 months for which
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an individual has to have been entitled to specified monthly
benefits on the basis of disability in order to become entitled
to hospital insurance benefits on such basis effective with any
particular month (or to be deemed to have enrolled in the
supplementary medical insurance program, on the basis of
such entitlement, by reason of section 1837(f)), where such
individual had been entitled to specified monthly benefits of
the same type during a previous period which terminated—
“(1) more than 60 months before that particular
month in any case where such monthly benefits were
of the type specified in clause (A)G) or (B) of subsection
(b)(2), or
“(2) more than 84 mouihs before that particular
month in any case where such monthly benefits were
of the type specified in clause (A)(i1) or (A)(ii) of such
subsection,
shall not include any month which occurred during such pre-;
vious period.”.
(c) The amendments made by this section shall apply
with respect to hospital insurance or supplementary medical
insurance benefits for months after the month in which this

Act is enacted.
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DISABILITY DETERMINATIONS; FEDERAL REVIEW OF
STATE AGENCY ALLOWANCES

SEC. 8. (a) Section 221(a) of the Social Security Act is
amended to read as follows:

;‘(a)(l) In the case of any individual, the determination
of whether or not he is under a disability (as defined in sec-
tion 216(i) or 223(d)) and of the day such disability began,
and the determination of the day on which such disability
ceases, shall be made by a State agency in any State that

noiities the Secretary in writing that it wishes to make such

(disability determinations commencing with such month as the

Secretary and the State agree upon, but only if (A) the Sec-
retary has not found, under subsectic: (b)(1), that the State
agency has substantially failed to make disability determina-
tions in accordance with the applicable provisions of this sec-
tion or rules issued thereunder, and (B) the State has not
notified the Secretary, under subsection (b)(2), that it does
not wish to muke such determinations. If the Secretary once
makes the finding described in clause (A) of the preceding
sentence, or the State gives the notice referred to in clause
(B) of such sentence, the Secretary may thereafter determine
whether (and, if so, beginning with which month and under
what conditions) the State may make again disability deter-

minations under this paragraph.
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‘“(2) The disability determinations described in para-
graph (1) made by a State agency shall be made in accord-
ance with the pertinent provisions of this title and the stand-
ards and criteria contained in regulations or other written
guidelines of the Secretary pertaining to matters such as dis-
ability determinations, the class or classes of individuals with
respect to which a State may make disability determinations
(if it does not wish to do so with respect to all individuals in
the State), and the conditions under which it may choose not
to make all such determinations. In addition, the Secretary
shall promulgate regulations specifying, in such detail as he
deems appropriate, performance standards and administrative
requirements and procedures to be ivllowed in performing the
disability determination function in order to assure effective
and uniform administration of the disability insurance pro-
gram throughout the United States. The regulations may, for
example, specify matters such as—

“(A) the administrative structure and the relation-
ship between various units of the State agency respon-
sible for disability determinations,

“(B) the physical location of and relationship
among agency staff units, and other individuals or or-
ganizations performing tasks for the State agency, and
standards for the availability to applicants and benefi-

ciaries of facilities for making disability determinations,
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1 “(C) State agency performance criteria, including
2 the rate of accuracy of decisions, the time periods
3 within which determinations must be made, the proce-
4 dures for and the scope of review by the Secretary,
5 and, as he finds appropriate, by the State, of its per-
6 formance in individual cases and in classes of cases,
7 and rules governing access of appropriate Federal offi-
8 cials to State offices and to State records relating to its
9 administration of the disability determination function,
10 “(D) fiscal control procedures that the State
11 agency may be required to adopt,

12 “(E) the submission of reports and other data, in
13 such form and at such time 2o the Secretary may re-
14 quire, concerning the State agency’s activities relating
15 to the disability determination process, and

16 “(F) any other rules designed to facilitate, or con-
17 trol, or assure the equity and uniformity of the State’s
18 disabilitv determinations.”.

19 (b) Se.lion 221(b) of such Act is amended to read as

20 follows: |

21 “(b)(1) If the Secretary finds, after notice and opportuni-

22ty for a hearing, that a State agency is substantially failing to

23 make disability determinations in a manner consistent with

24 his regulations and other written guidelines, the Secretary

H.R. 3236——3
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shall, not earlier than 180 days following his finding, make
the disability determinations referred to in subsection (a)(1).

“(2) If a State, having notified the Secretary of its
intent to make disability determinations under subsection
(a)(1), no longer wishes to make such determinations, it shall
notify the Secretary in writing of that fact, and, if an agency
of the State is making disability determinations at the time
such notice is given, it shall continue to do so for not less
than 180 days. Thereafter, the Secretary shall make the dis-
akilily determinations referred to in subsection (a)(1).”.

(c) Section 221(c) of such Act is amended to read as
follows:

“(c)(1) The Secretary (in acccrdance with paragraph (2))
shall review determinations, made by State agencies pursu-
ant to this section, that individuals are under disabilities (as
defined in section 216(i) or 223(d)). As a result of any such
review, the Secretary may determine that an individual is not
under a disability (as so defined) or that such individual’s
disability vegan on a day later than that determined by such
agency, or that such disability ceased on a day earlier than
that determined by such agency. Any review by the Secre-
tary of a State agency determination under the precediﬁg
provisions of this paragraph shall be made before any action
is taken to implement such determination and before any

benefits are paid on the basis thereof.
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“(2) In carrying out the provisions of paragraph (1) with
respect to the review of determinations, made by State agen-
cies pursuant to this section, that individuals are under dis-
abilities (as defined in section 216() or 223(d)), the Secretary
shall review—

\ “(A) at least 80 pereent 15 percent of all such de-
terminations made by State agencies in the fiscal year
1980, |

“(B) at least 60 pereent 35 percent of all such de-
te:minations made by State agencies in the fiscal year
1981, and

“(C) at least 80 pereent 65 percent of all such de-
terminations made by State ageacies in any fiscal year
after the fiscal year 1981.”.

(d) Section 221(d) of such Aect is amended by striking
out “(a)”” and inserting in lieu thereof “(a), (b)".

(e) The first sentence of section 221(e) of such Aet is
amended—

(1) uy striking out “which has an agreement with
the Secretary” and inserting in lieu thereof “which is
making disability determihations under subsection
(a)(1)”,

(2) by striking out “as may be mutually agreed
upon” and inserting in lieu thereof “as determined by

the Secretary”, and
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(3) by striking out ‘‘carrying out the agreement
under this section” and inserting in lieu thereof
“making disability determinations under subsection
(a)(1)".

(f) Section 221(g) of such Act is amended—

(1) by striking out “‘has no agreement under sub-
section (b)” and inserting in lieu thereof “does not un-
dertake to perform disability determinations under sub-
section (a)(1), or which has been found by the Secre-
tary to have substantially failed to make disability de-
terminations in a manner consistent with his regula-
tions and guidelines”; and

(2) by striking out ‘‘not iucluded in an agreement
under subsection (b)”” and inserting in lieu thereof “for
whom no State undertakes to make disability determi-
nations’’.

(g) The amendments made by this section shall be effec-
tive beginning with the twelfth mon'th following the month in
which tins Act is enacted. Any State that, on the effective
date of the amendments made by this section, has in effect an
agreement with the Secretary of Health, Education, and .
Welfare under section 221(a) of the Social Security Act (as in
effect prior to such amendments) will be deemed to have
given to the Secretary the notice specified in section

221(a)(1) of such Act as amended by this section, in lieu of



-t

wwwwHHHHHHHHHH
(V] N = O O @ -a S Ot w (] i—*_O

25

© @@ a9 & v s W N

21

continuing such agreement in effect after the effective date of

such amendments. Thereafter, a State may notify the Secre-

tary in writing that it no longer wishes to make disability

dete‘rininations, effective not less than 180 days after it is
given. ‘

(h) The Secretary of Health, Education, and Welfare
shall submit to the Committee on Ways and Means of the
House of Representatives and to the Committee on Finance
of the Senate by January 1, 1980, a detailed plan on how he
expects to assume the functions and operations of a State
'diéability determination unit when this becomes necessary
under the amendments made by this section. Such plan
should assume the uninterrupted operuiion of\the disability
determination function and the utilization of the best quali-
fied personnel to carry out such function. If any amendment
of Federal law or regulation is required to carry out such
plan, recommendations for such amendment should be in-
cluded in the pian for action by such committees, or for sub-
mattal by such committees with appropriate recommendations
to the committees having jurisdiction over the Federal civil
service and retirement laws.

INFORMATION TO ACCOMPANY SECRETARY’S DECISIONS
AS TO CLAIMANT’S RIGHTS
SEC. 9. (a) Section 205(b) of the Social Security Act is

amended by inserting after the first sentence the following
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new sentences: “Any such decision by the Secretary shall
contain a statement of the case setting forth (1) a citation and
discussion of the pertinent law and regulation, (2) a list of the
evidence of record and a summary of the evidence, and.(3)
the Secretary’s determination and the reason or reasons upon
which it is based. The statement of the ease shell net inelude
motters the diselosure of which (as indieated by the soureo of
the information invelved) would be harmful to the elaiment;
but i there i3 any sueh matter the eleiment shell be informed
of 13 existenee; and it may be diselosed to the elaimant's
ant is such that disclostre would be as harmiul as f made to
the elarmant:’".

(b) The amendment made by subsection (a) shall apply
with respect to decisions made on and after the first day of
the second month following the month in which this Act is
enacted.

LIMITATION ON PROSPECTIVE EFFECT OF APPLICATION

SEc. 10. (a) Section 202(j)(2) of the Social Security Act
is amended to read as follows:

“(2) An application for any monthly benefits under this
section filed before the first month in which the applicant
satisfies the requirements for such benefits shall be deemed a
valid application (and shall be deemed to have been filed in

such first month) only if the applicant satisfies the require-
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ments for such benefits before the Secretary makes a final
decision on the application and no request under section
205(b) for notice and opportunity for a hearing thereon is
made or, if such a request is made, before a decision based
upon the evidence adduced at the hearing is made (regardless
of whether such decision becomes the final decision of the
Secretary).”.
(b) Section 216()(2)G) of such Act is amended—

(1) by inserting “(and shall be deemed to have
veen filed on such first day)” immediately after ‘‘shall
be deemed a valid application’ in the first sentence,

(2) by striking out the period at the end of the
first sentence and inserting in icu thereof “and no re-
quest under section 205(b) for notice and opportunity
for a hearing thereon is made or, if such a request is
made, before a decision based upon the evidence ad-
duced at the hearing is made (regardless of whether
such decision becomes the final decision of the Secre-
tary).””, and

(3) by striking out the second sentence.

(c) Section 223(b) of such Act is amended—

(1) by inserting “(and shall be deemed to have

been filed in such first month)” immediately after

“shall be deemed a valid application” in the first sen-

tence,
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(2) by striking out the period at the end of the
first sentence and inserting in lieu thereof “and no re-
quest under section 205(b) for notice and opportunity
for a hearing thereon is made, or if such a request is
made, before a decision based upon the evidence ad-
duced at the hearing is made (regardless of whether
such decision becomes the final decision of the Secre-
tary).”, and

(3) by striking out the second sentence.

(d) The amendments made by this section shall apply to
applications filed after the month in which this Act is
enacted.

LIMITATION ON COUnT REMANDS

SEC. 11. The sixth sentence of section 205(g) of the
Social Security Act is amended by striking out all that pre-
cedes “and the Secretary shall’’ and inserting in lieu thereof
the following: “The court may, on motion of the Secretary
made for good cause shown before he files his answer,
remand the case to the Secretary for further action by the
Secretary, and it may at any time order additional evidence
to be taken before the Secretary, but only upon a showing
that there is new evidence which is material and that there is
good cause for the failure to incorporate such evidence into

the record in a prior proceeding;".
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TIME LIMITATIONS FOR DECISIONS ON BENEFIT CLAIMS
SEC. 12. The Secretary of Health, Education, and Wel-
fare shall submit to the Congress, no later than Janudry 1,
1980, a report recommending the establishment of appropri-
ate time limitations governing decisions on claims for benefits
under title IT of the Social Security Act.. Such report shall
specifically recommend—

(1) the maximum period of time (after application
for a payment under such title is filed) within which
‘ne mtial decision of the Secretary as to the rights of
the applicant should be made;

(2) the maximum period of time (after application
for reconsideration of any decision described in para-
graph (1) is filed) within which a decision of the Secre-
tary on such reconsideration should be made;

(3) the maximum period of time (after a request
for a hearing with respect to any decision described in
paragrach (1) is filed) within which a decision of the
Secrewury upon such hearing (whether affirming, modi-
fying, or reversing such decision) should be made; and

(4) the maximum period of time (after a request
for review by the Appeals Council with respect to any
decision described in paragraph (1) is made) within

which the decision of the Secretary upon such review
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(whether affirming, modifying, or reversing such deci-
sion) should be made.
In determining the time limitations to be recommended, the
Secretary shall take into account both the need for expedi-
tious processing of claims for benefits and the need to assure
that all such claims will be thoroughly considered and accu-
rately determined.
VOCATIONAL REHABILITATION SERVICES FOR DISABLED
INDIVIDUALS
Skc. 13. (a) Section 222(d) of the Social Security Act 1s
amended to read as follows: |
““Costs of Rehabilitation Services From Trust Funds
“(d)(1) For the purpose of making vocational rehabilita-
tion services more readily available to disabled individuals
who are—

“(A) entitled to disability insurance benefits under
section 223,

“(B) entitled to child’s insurance benefits under
section 202(d) after having attained age 18 (and are
under a disability),

“(C) entitled to widow’s insurance benefits under
section 202(e) prior to attaining age 60, or

“(D) entitled to widower’s insurance benefits

under section 202(f) prior to attaining age 60,
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to the end that savings will ‘accrue to the Trust Funds as a

result of rehabilitating such individuals into substantial gain-

‘ful activity, there are authorized to be transferred from the

- Federal Old-Age and Survivors Insurance Trust Fund and

the Federal Disability Insurance Trust Fund each fiscal year
such sums as may be necessary to enable the Secretary to
reimburse—

“() the general fund in the Treasury of the

United States for the Federal share, and

“(i1) the State for twice the State share,
of the reasonable and necessary costs of vocational rehabilita-
tion services furnished such individuals (including services
during their waiting periods), under a Siate plan for vocation-
al rehabilitation services approved under title I of the Reha-
bilitation Act of 1973 (29 U.S.C. 701 et seq.), which result in
their performance of substantial gainfu activity which lasts
for a continuous period of 12 months, or which result in their
employment fci a continuous period of 12 months in a shel-
tered workshop meeting the requirements applicable to a
nonprofit rehabilitation facility under paragraphs (8) and
(10)L) of section 7 of such Act (29 U.S.C. 706 (8) and
(LO)(L)). The determination that the vocational rehabilitation
services contributed to the successful return of such individ-
uals to substantial gainful activity or their employment in

sheltered workshops, and the determination of the amount of
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costs to be reimbursed under this subsection, shall be made
by the Commissioner of Social Security in accordance with
criteria formulated by him.

“(2) Payments under this subsection shall be made in
advance or by way of reimb.ursement, with necessary adjusf-
ments for overpayments and underpayments.

“(3) Money paid from the Trust Funds under this sub-
section for the reimbursement of the costs of providing serv-
ices to individuals who are entitled to benefits under section
222 (including services during their waiting periods), or who
are entitled to benefits under section 202(d) on the basis of
the wages and self-employment income of such individuals,
shall be charged to the Federai Disabilit:y Insurance Trust
Fund, and all other money paid from the Trust Funds under
this subsection shall be charged to the Federal Old-Age and
Survivors Insurance Trust Fund. The Secretary shall deter-
mine according to such methods and procedures as he may
deem appropriate—

“(A) the total amount to be reimbursed for the
cost of services under this subsection, and

“(B) subject to the provisions of the preceding
sentence, the amount which should be charged to each
of the Trust Funds.

“(4) For the purposes of this subsection the term ‘voca-

tional rehabilitation services’ shall have the meaning assigned
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it in title I of the Rehabilitation Act of 1973 (29 U.S.C. 701

et seq.), except that such services may be limited in type,
scope, or amount in accordance with regulations of the Sec-
retary designed to achieve the purpose of this subsection.

“(5) The Secretary is authorized and directed to study
alternative methods of providing and financing the costs of
vocational rehabilitation services to disabled beneficiaries
under this title to the end that maximum savings will result
to the Trust Funds. On or before January 1, 1980, the Sec-
retery chall transmit to the President and the Congress a
report which shall contain his findings and any conclusions
and recommendations he may have.”’.

(b) The amendment made by suksection (a) shall apply
with respect to fiscal years beginning after September 30,
1980.

CONTINUED PAYMENT OF BENEFITS TO INDIVIDUALS
UNDER VOCATIONAL REHABILITATION PLANS

Skc. 14. (3) Section 225 of the Social Security Act is
amended by wserting “(a)” after “Sgc. 225.”, and by adding
at the end thereof the following new subsection:

“(b) Notwithstanding any other provision of this title,
payment to an individual of benefits based on disability (as
described in the first sentence of subsection (a)) shall not be

terminated or suspended because the physical or mental im-
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pairment on which the individual’s entitlement to such bene-
fits is based has or may have ceased if—

“(1) such individual is participating in an ap-
proved vocational rehabilitation program under a State
plan approved under title I of the Rehabilitation Act of
1973, and

“(2) the Commissioner of Social Security deter-
mines that the completion of such program, or its con-
tinuation for a specified period of time, will increase
the likelihood that such individual may (following his
participation in such program) be permanently removed
from the disability benefit rolls.”.

(b) Section 225(a) of such Acy \as designated under sub-
section (a) of this section) is amended by striking out “‘this
section”’ each place it appears and inserting in lieu thereof
““this subsection’’.

PAYMENT FOR EXISTING MEDICAL EVIDENCE

SEC. 15. (a) Section 223(d)(5) of the Social Security Act
is amended by adding at the end thereof the following new
sentence: ‘“Any non-Federal hospital, clinic, laboratory, or
other provider of medical services, or physician not in the
employ of the Federal Government, which supplies medical
evidence required by the Secretary under this paragraph
shall be entitled to payment from the Secretary for the rea-

sonable cost of providing such evidence.”.
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(b) The amendment made by subsection (a) shall apply
with respect to evidence supplied on or after the date of the
enactment of this Act.

PAYMENT OF CERTAIN TRAVEL EXPENSES

Sec. 16. Section 201 of the Social Security Act (as
amended by section 4(e) of this Act) is amended by adding at
the end thereof the following new subsection:

“(k) There are authorized to be made available for ex-
penditure, out of the Federal Old-Age and Survivors Insur-
ance 1'rust Fund and the Federal Disability Insurance Trust
Fund (as -determined appropriate by. the Secretarjr), such
amounts as are required to pay travel expenses, either on an
actual cost or commuted basis, to individuals for travel inci-
dent to medical examinations requested by the Sécretary in
connection with disability determinations under section 221,
and to parties, their representatives, and all reasonably nec-
essary witnesses for travel within the United States (as de-
fined in sectivn 210()) to attend reconsideration interviews
and proceedings before administrative law judges with re-
spect to such determinations. The amount available under the
preceding sentence for payment for air travel by any person
shall not exceed the coach fare for air travel between the
points involved unless the use of first-class accommodations
is required (as determined under regulations of the Secretary)

because of such person’s health condition or the unavailabil-
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ity of alternative accommodations; and the amount available
for payment for other travel by any person shall not exceed
the cost of travel (between the points involved) by the most
economical and expeditious means of transportation appropri-
ate to such person’s health condition, as specified in such
regulations.”’.

PERIODIC REVIEW OF DISABILITY DETERMINATIONS

SEc. 17. Section 221 of the Social Security Act is
amended by adding at the end thereof the following new sub-
section:

“(h) In any case where an individual is or has been
determined to be under a disability, unless a finding is or has
been made that such disability is permanent, the case shall be
reviewed by the applicable State agency or the Secretary (as
may be appropriate), for purposes of continuing eligibility, at
least once every 3 years. Reviews of cases under the preced-
ing sentence shall be in addition to, and shall not be consid-
ered as a substitute for, any other reviews which are required

or provideu for under or in the administration of this title.”.
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STATUS OF SSA-RELATED LEGISLATION

House Action on Disability Legislation

On June 7, the House Committee on Rules voted to grant a rule for debate on
H.R. 3236, a bill to modify the social security disability cash benefits
program. The bill, which was reported on April 23 by the Committee on Ways
and Means, is now awaiting House debate.

On June 6, the House passed, as reported by the Ways and Means Committee,
H.R. 3464, the SSI-disability bill. The bill now goes to the Senate for its
consideratiu. ‘

The bills contain many of the Administration's proposals to improve the social
security and SSI disability programs. The Administration's recommendations
are designed to:

o limit future benefits for families of social security disability bene-
ficiaries

o remove disincentives for the disabled to return to work, and
o improve the disability adjudicative process.

Attached are summaries and brief discussions of the bills and estimates of
the cost effects of their provisions.

Draft "Social Security Amendments of 1979" Sent to the Congress

On April 13, Secretary Califano sent the Administration's OASI proposals to
the Congress. One .f the main purposes of the proposals is to put greater
emphasis on the basic objectivec f the social security program and to further
limit or phase out some less essential parts of the program. Other parts of
the draft bill are intended to simplify administration and improve public
understanding of the program, eliminate gender-based distinctions from
title I of the Social Security Act, and make various other improvements in
the program. The congressional committees may not take up the 1979
amendments until after action on the disability bill is completed.

Attached are Secretary Califano's letter to the Speaker of the House and a
sectional summary of the bill.



AFDC-Related Legislation Reported by Ways and Means Committee

On May 10, the Ways and Means Committee reported a combined child
welfare and social services bill (H.R. 3434).

The bill is similar in most respects to the Administration's proposals in these
areas. A summary of the bill and cost estimates are attached.

"Social Welfare Reform Amendments of 1979" Introduced in the Congress

On June 5, Secretary Califano sent the Administration's draft "Social Welfare
Reform Amendments of 1979" to the Congress. It was introduced in the
House on June 5 by Representative Corman (H.R. 4321) and in the Senate on
June 6 by Senator Moynihan (S. 1290). The proposal represents welfare
reform initiatives that are designed to improve benefit standards, broaden
eligibility, provide emergency assistance, cashout food stamps for some SSI
recipients, and improve State program administration. A companion welfare
reform proposal, the "Work and Training Opportunities Act of 1979," is
designed to improve job opportunities for welfare and low-income families.
It would be administered by the Department of Labor.

Attached are Secretary Califano's transmittal letter, a sectional summary,
and cost estimates of the effects of the Social Welfare Reform Amendments.

I will send Legislative Reports of subsequent actions as new developments

Stanford G. Ross
Commissioner

Attachments 11



H.R. 3236 AS REPORTED BY THE WAYS AND MEANS COMMITTEE

Limit Total Family Benefits in Disability Cases

In the case of disabled workers who become entitled to disability insurance
benefits in the future, maximum family benefits for any month would be
limited to 80 percent of a worker's average indexed monthly earnings (AIME)
or 150 percent of primary insurance amount (PIA), whichever is lower (but
with & minimum guarantee of 100 percent of the PIA).

This provision would apply only to workers who become disabled after 1978
and whose initial entitlement to disability benefits begins after 1979. (Where
the first month for which the worker received a disability benefit is
December 1979 or earlier, the present law family maximum provisions
generally would apply.)

Replacement rates (benefits as a percent of the earnings on which they are
based), as shown below, can be very high for families of some disabled
workers under present law. The payment of benefits that equal or exceed
what a person can earn may encourage impaired people to claim disability
benefits and discourage beneficiaries from seeking vocational rehabilitation
or trying to return to work.

Family Benefit Replacement Rates

Present
AIME Law H.R. 3236
$ 135 135% 90%
300 105 80
700 87 72
1,100 74 63
1,500 63 54

Reduce Number of Dropout Years for Younger Disabled Workers

The number of years of low earnings that a disabled worker can eliminate
("dropout") for the purpose of computing disability benefits would vary by the
age of the worker at the time of disability, according to the following
schedule: :

Worker's Age Number of Dropout Years

Under 27

27 through 31
32 through 36
37 through 41
42 through 46
47 and over

W = O



The proposal includes a provision to help protect people who have years of
low or no earnings because they were taking care of children. This provision
would allow 1 dropout year for each year in which the worker provides
principal care of a child under age 6. The number of child-care dropout years
and the variable dropout years combined could not exceed 5.

This section would apply only to workers whose initial entitlement to
disability benefits begins after 1979. The child-care dropout provisions would
be effective for workers who become disabled after 1980, but would take into
account past years of low earnings in which a worker provided child-care
services.

Under ‘the present dropout year provisions, a worker who becomes disabled
while young can get a higher benefit than a worker with comparable earnings
who becomes disabled at an older age. This difference in potential benefits
depending upon the worker's age at the time of disability would be substan-
tially reduced by making the number of years that can be dropped more
nearly proportional to the length of time over which earnings are averaged.

As under present law, disabled workers reaching age 65 would be converted to
the retirement rolls; their benefits would not be recomputed to include
additional dropout years. Survivor benefits would not be affected by the
change in dropout years.

Work Incentive - Substantial Gainful Activity (SGA) Demonstration Project

The Commissioner of Social Security would be required to develop and carry
out experiments and demonstration projects con the treatment of work
activity under the DI program in order to identify approaches to encourage
work activity. Further, the provision would allow the Secretary to waive
compliance with DI and Medicare requirements, as necessary, to carry out
these projects. The Commissioner would be required to notify the Congress
at least 90 days in advance of any experiment or project, make periodic
progress reports to the Congress, and submit a final report to the Congress no
later than January 1, 1983.

The expenditures for these experiments would be made from the OASDI trust
funds.

Extraordinary Work Exoenses Due to Severe Disability

The bill would deduct the cost of any impairment-related work expenses (e.g.,
attendant care, medical devices, equipment, and similar items and services)
paid for by the beneficiary from the disabled beneficiary's earnings in order
to determine whether the worker was engaging in SGA.

The provisions would be effective on enactment.



Provision of Trial Work Period for Disabled Widows and Widowers; Extension
of Entitlement to Disability Insurance and Related Benefits

First, the same trial work period applicable to disabled workers would be
provided for disabled widows and widowers.

Second, a disabled beneficiary who completes a trial work period and whose
benefits are terminated because of SGA would be automatically reentitled to
benefits (i.e., without subsequent application or determination of disability) if
SGA stops during the 12 months following termination. (This would apply
only to disabled beneficiaries who have not medically recovered.) Benefits
would be payable in the 12-month period following termination only for
months the beneficiary does not engage in SGA.

Third, Medicare coverage would be extended for disabled beneficiaries who
have completed a trial work period and whose benefits are terminated
because of SGA (but who have not medically recovered). Medicare entitle-
ment would continue for 36 months after termination of DI benefits.

These provisions would be effective with respect to individuals whose
disability has not ceased before enactment.

Eliminate Requiremen. That Months in Medicare Waiting Period Be
Consecutive

The proposals would eliminate the second Medicare 24-month waiting period
for a former disabled beneficiary who becomes disabled and reentitled within
60 months after the previous disability benefii- stopped (or within 84 months
in the case of an adult disabled since childhood, a disabled widow, or a
disabled widower).

This provision would be effective for months after the month of enactment.

Disability Determinations Under State Agreements; Federal Review of State
Agency Allowances

The Secretary would be given authority to establish, through regulations,
performance standards and procedures for the State disability determination
process.

States would be given the option of (1) continuing to administer the program
in compliance with these regulations or {2) turning over administration to the
Federal Government after written notice. If a State elected to administer
the program but later failed to comply with the regulatory standards, the
Secretary would be authorized to take over direct administration.



After notice to a State, the Secretary would be able to terminate or modify
an agreement because of unsatisfactory or inefficient performance. A State
would be able to terminate an agreement after notifying the Secretary (as
provided in regulations).

This provision would be effective 12 months following the month of enact-
ment,

The Secretary would also be required to review State agency determinations
before benefits could be paid, according to the following schedule:

- at least 15 percent in fiscal year 1980
- at least 35 percent in fiscal year 1981
- at least 65 percent in fiscal year 1982 and after

Information to Accompany Secretary's Decisions As to Claimant's Rights

Notices to claimants for OASDI benefits at either the initial or reconsidera-
tion level would have to contain a citation of pertinent law and regulations, a
list of the evidence of record and a summary of the evidence, and the reasons
for the decision.

This provision would apg’y to decisions made on and after the first day of the
second month following the month of enactment.

Closed Evidentiary Record After a Hearing Decision

This provision would prevent the introduciion of new evidence on an
application after the decision is made at the administrative hearing.

The provision would apply to applications filed after the month of enactment.

Limitation on Court Remands

This provision would permit a court, on the motion of the Secretary for good
cause, to remand a case to the Secretary. Also, the court at any time would
be able to order additional evidence to be taken but only upon a showing that
there is new and material evidence (and there is good cause for not having
submitted the evidenc< previously).

The provision is effective on enactment.

Time Limitations for Claims Decisions

The Secretary would be required to report to the Congress by January 1,
1980, on appropriate time limitations within which OASDI decisions should be
made in initial, reconsideration, hearing, and Appeals Council cases.



Vocational Rehabilitation Services for Disabled Individuals

Federal payment for the cost of rehabilitation services would be changed to
give States additional incentive to successfully rehabilitate social security
disabled beneficiaries. If the rehabilitation is successful, States would
receive from the DI trust fund 120 percent of the cost of providing the
services. If the rehabilitation is unsuccessful, States would receive from the
general fund of the Treasury only 80 percent of that cost. A rehabilitation
would be considered successful if the services enable the beneficiary to
engage in SGA for at least 12 continuous months.

The Secretary would be required to study and report to the Congress by
January 1, 1980, alternative methods of providing and financing the costs of
vocational rehabilitation services to disabled beneficiaries.

The provision would apply with respect to fiscal years after September 1980.

Persons In Vocational Rehabilitation Plans

This provision would permit benefits to continue after medical recovery for
persons in approved rehabilitation programs, if SSA determines that contin-
uing in such a program will increase the probability of the person going off
the disability rolls permanently. '

The provision would be effective on enactment.

Payment for Existing Medical Evidence

Payment from the trust funds would be made {cor required medical evidence
which is submitted by non-Federal institutions and physicians in connection
with DI claims.

The provision would be effective on enactment.

Payment of Certain Travel Expenses

Payment from the trust funds would be provided for travel expenses
necessary for medical examinations required by SSA in conjunction with DI
claims. Also, travel expenses incurred by claimants, their representatives,
and witnesses to attend DI reconsideration interviews or hearings would be
paid by the trust funds. (This is done now under appropriations authority.)

The provision would be effective on enactment.

Periodic Review of Disability Determinations

Unless a finding has been made that a beneficiary's disability is permanent, a
person's medical condition would be reviewed by either the State agency or
the Secretary at least once every 3 years.

The provision would be effective on enactment.






H.R. 3236 As Reported by the Camnittee on Ways and Means

Estimated Effect on SSI, AFDC, Medicare, and
Medicaid Expenditures, by Provision

(Pluses indicate cost, minuses indicate savings)

Provision

Estimated effect on SSI, AFDC,

Medicare, and Medicaid expendi tures

in fiscal years 1980-1984 &/
(in millions)

Fiscal Year

1980

1981

1982

1983

1984

Limitation on total family
benefits for disabled-worker
families (section 2)

SSI program payments

AFDC program payments

General fund--Total

Reduction in number of

dropout years fnr younger

disabled workers (section 3)
General fund—SSI program

payments

Extension of Medicare coverage
for 36 months for workers whose
benefits are terminated because

of SGA (section 6)
Medicare benefits c/

Eliminate requirement that
months in Medicare waiting
period be consecutive
(section 7)

Medicare trust funds ¢/

Federal review of State
agency allowances
(section 8)
Medicare benefits d/
SSI program payments
SSI administrative costs e/
General fund--Total L

+$ 2
+ 8

+$ 2

+10

+5

+36

+ 1
2 ue

+
|

+10

+25

+45

+10

+17

+51

+54

-25
+ 7

+12

+26

+59

+60

-11

-45
+ 7

-18

-38

+5 3
2
+15

+36

+66

+66

-25
-60
+ 8

=52



Estimated effect on SSI, AFDC,
Medicare, and Medicaid expenditures
Provision in fiscal years 1980-1984 a/
(in millions)

Fiscal Year

1980 1981 1982 1983 1984

6. Periodic review of disability
determinations (section 17)

Medicare benefits g/ b/ -1 -17 =35 -62
SSI program payments -3 -15 -30 -45 -55
SSI administrative costs e/ +17 +21 +23 +24 +25
General fund--Total f/ +14 + 6 -7 =21 -30

Total additional benefit payments
from Medicare trust fund +42 +63 +85 +73 +45

Total effect on expenditures fram
the general fund

SSI1 +20 +13 -6 -31 -43
AFDC + 3 + 5 + 8 +10 +12
Total +23 +18 + 2 -21 -31
Total effect on expenditures
fram the QASDI trust funds +18 -184 -467 -741 -1,048
Total net effect in Federal

Government expenditures +83 -103 -380 -689 -1,034

3/ Estimates are based on the intermediate assumptions in the 1979 Trusteed Report.

b/ Less than $500,000. |

¢/ Long-range average cost to the hospital insurance (HI) program over the next
25 years is less than 0.005 percent of taxable payroll.

d/ Long-range HI savings is 0.0l percent of taxable payroll.

€/ Additional funds will be required in FY 1979 to establish the administrative
framework for implementation of this provision effective January 1980.

£/ There will be relatively small changes in Medicaid payments.

a/ Long-range HI savings is less than 0.005 percent of taxable payroll.

Social Security Administration
April 25, 1979



H.R. 3236 As Reported by the Committee on Ways and Means

Estimated Effect on OASDI Expenditures, by Provision
(Pluses indicate cost, minuses indicate savings)

Provision &/

Estimated effect on OASDI

expenditures in fiscal
years 1980-1984 b/
(in millions)

Estimated effect on
long-range OASDI

expenditures as per-
cent of taxable

Fiscal year payroll b/
1980 1981 1982 1983 1984
Limitation on total
family benefits for
disabled~-worker
families (section 2)--
Benefit payments -$ 38 -$146 ~$263 -$392 -$525
Administrative costs 74 c/ [} c/ c/
Total -38 =146  -263  -392 =525 - .09
Reduction in number
of dropout years for
younger disabled
workers (section 3)--
Benefit payments -12 - 46 -8 -139 -194
Administrative costs c/ + 1 + 3 + 1 + 1
Total -12 =45 =88 =-i38 ~-193 - .04
Deduction of impairment-
related work expenses
from earnings in deter—
mining substantial
gainful activity
(section 5)--
Benefit payments +1 + 2 + + 9 + 13
Administrative costs (%4 c/ </ </ (%4
Total F1 ¥ 2 ¥ 5 ¥ 9 F13 + .01
Federal review of
State agency allowances
(section 8)--
Benefit payments -4 -19 -73 -133 -198
Administrative costs d/ + 6 + 13 +16 + 17 + 17
Total - +2 - 6 =-57 =116 =181 - .06



2

Provision &/

Estimated effect on OASDI
expenditures in fiscal
years 1980-1984 b/
(in millions)

Estimated effect on
long-range OASDI

expenditures as per-
cent of taxable

Fiscal year payroll b/

1980 1981 1982 1983 1984

More detailed notices
specifying reasons for
denial of disability
claims (section 9)--
Benefit payments
Administrative costs f/
Total B

Limit trust fund
payments for costs of
vocational rehabilita-
tion services to only
such services that
result in a ceseatic
of disability, as
demonstrated by a
return to work
(section 13)--

Trust fund payments

Administrative costs

Total

Payment for existing
medical evidence and
certain travel expenses
(sections 15 and 16)--
Benefit payments
Administrative costs h/
Total

Periodic review of

disability determina-

tions (section 17)--
Total benefit payments

For determinations made
after enactment

For determinations made
before enactment

Administrative costs d/
Total

+ 23
+ 23 [=74

+ 21
+ 21

+19 + 20
+]19 + 20

-79 -83 86

-79 -83 -86

-.01

e/ e/ e e o
+20 + 21 + 22 4+ 23 + 24
20 + 21 +22 + 23 + 24 g/

- 70 -109 -168

—— -10 -20

- 70 -199 -148

40 + 42
+26 + 10

+ 45
-123

+
w
=
+

+ 43

-.03
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Estimated effect on OASDI Estimated effect on
expenditures in fiscal long-range OASD1
Provision a/ years 1980-1984 b/ expenditures as per—
- (in millions) cent of taxable
Fiscal year payroll b/

1980 1981 1982 1983 1984

Total net effect on OASDI
trust fund expenditures +$ 18 -$184 -$467 -$741 -$1,048 -.21
Benefit payments -58 -239 -490 -764 -1,072
Payments for costs
of vocational

rehabilitation
services — -40 - 79 -8 - 86
Administrative costs +76 + 95 4102 +106 + 110

3/ The benefit estimates shown for each provision take account of the provisions
that precede it in the table.

b/ Estimates are based on the intermediate assumptions in the 1979 Trustees Report.

" The estimated reduction in long-range average expenditures represents the total
net change in both benefits and administrative expenses over the next 75 years.

¢/ Additional administrative expenses are less than 1,000,000.

d/ Additional funds will be required in fiscal year 1979 to establish ‘he
administrative framework for implementation of this proposal effective
Janvary 1980.

e/ None.

£/ Subject to being increased depending an the interpretation of the provision.

g/ Less than 0.005 percent.

h/ Additional expenditures fur the payment of certain travel expenses amount to

" less than $1 million in each year.

Note.--The above estimates are based on assumed enactment of H.R. 3236 in
September 1979.

Social Security Administration
April 19, 1979






H.R. 3464 AS PASSED BY THE HOUSE OF REPRESENTATIVES

Earnings Level for Determining Substantial Gainful Activity (SGA)

The SGA level in the SSI program only would be increased to the dollar level
at which countable earnings equal the applicable SSI payment standard. In
determining countable earnings for SGA, the following amounts would be
excluded from gross earnings: (1) $65; (2) an amount equal to the cost of any
impairment-related expenses (e.g., attendant care, medical services, equip-
ment, and similar items and services) necessary for the individual to work, no
matter who pays the expenses; and (3) one-half of the remainder.

The provision would be effective July 1, 1980.

Earned Income Disregards

In determining eligibility for and the amount of a disabled person's SSI
benefits, 20 percent of his gross earnings and an amount equal to the cost of
any impairment-related work expenses paid by the individual would be
excluded from earned income. The disregards are in addition to the present
exclusions and would b: applied after the $65 exclusion and prior to the
exclusion of one-half of the remainder.

The provision would be effective July 1, 1980.

Resumption of SSI Benefits After Payments Stopped Due to SGA

Benefits would be resumed automatically (i.e., without subsequent application
or determination of disability) if the worker is no longer performing SGA
within 1 year after disability benefits stopped. Benefits would be resumed
presumptively (i.e., until a disability determination is made) if the worker
stops performing SGA after 1 year but within the next 4 years. In either
case, the income and resource test would have to be met.

This provision would be effective July 1, 1980, and would apply to individuals
whose disability has not been determined to have ceased prior to that date.

SS1 Experimentation Authority

Experiments that are likely to promote the objectives of the SSI program or
facilitate its administration would be authorized, with the following qualifi-
cations:

1. recipient participation is to be voluntary;

2. total income and resources of an individual are not to be reduced as
a result of an experiment; and



3. there must be a project to determine the feasibility of treating drug
addicts and aleoholies to prevent permanent disability.

The provision would be effective upon enactment.

Termination of Attribution of Parents' Income and Resources When Child
Attains Age 18 : '

The provision would terminate deeming at age 18, with the qualification that
present recipients do not have a benefit reduction as a result; such recipients
would receive benefits under the old or new law, depending on which provided
the higher payment.

This provision would be effective July 1, 1980.

Information to Accompany Secretary's Decisions as to Claimant's Rights

Notices to applicants for SSI benefits, who are denied on either the initial or
reconsideration level, would have to contain a citation of pertinent law and
regulations, a list of evidence of record and a summary of the evidence, and
the Secretary's decision and the reasons for the decision.

This provision would apply to decisions made on or after July 1, 1980.

Continuation of Benefits After Medical Recovery

The provision would permit benefits to continue after medical recovery for
persons in approved rehabilitation programs, if SSA determines that continu-
ing in such a program will increase the probability of the person's going off
the disability rolls permanently.

The provision would be effective July 1, 1980, and would apply to individuals
whose disability has not been determined to have ceased prior to that date.



H.R. 3464 As Fassed by the House of Representatives

Estimated effect on SSI expenditures, by provision
(Pluses indicate cost, minuses indicate savings)

Preliminary estimated effect on
Provision SSI expendit?res in fiscal years
1980-842/ (in millions)

1980 1981 1982 1983 1984

1. Earnings level for determining
SGA and earned income dis-
regards, combined
Benefit payments +$ 5 +$30 +$44 +$53 +$63
Administrative costs + 2 + 4 +5 + 5 + 6
Total +7 ey 19 Lt 369
Cost to social security
disability program &/
Benefit payments c/ + 2 +38 +71 +100
Administrative costs - .+ T + 1 +1 +1 + 1
Total +1 + 3 +39 +72 +101
2. SSI experimentation authority
Benefit payments d/ a/ d/ da/ a,
Administrative costs d/ d/ d/ d/ d/
3. Termination of attiihution of
parents' income and resources
when child attains age 18
Benefit payments c/ +1 c/ -2 -4
Administrative costs e/ e/ e/ e/ e/
Total FI — =T
4. Information to accompany
Secretary's decisions as
to claimant's rights
Benefit payments f/ f/ £/ £/ </
Administrative costs +6 +6 +7 + 7 +7
Total + 6 + 6 + 7 ¥ 7 ¥ 7
a/ Estimates are based on the intermediate assumptions in the 1979
Trustees' Report.
b/ It is assumed that substantially raising the SGA level for SSI
~  would allow consi?~rable nunbers of impaired individuals who are
working and earning amounts over the present SGA level despite
their impairments to qualify for SS1 benefits without reducing
their earnings. Once found disabled for SSI purposes, and with
the assurance of some income fram SSI, they could reduce their
work activity to become eligible for the relatively higher benefits
available under DI. The long-range cost would be 0.05 percent of
taxable payroll.
c/ Negligible (less than $1 million).
d/ Cost is undetermined pending scope of experiments that would be
undertaken.
e/ Negligible (less than 50 manyears) .
f/ None.

Social Security Administration
April 17, 1979






DEPARTMENT OF HEALTH. EDUCATION. AND WELFARE

APR | 3 1979

The Honorable Thomas P. O'Neill
Speaker of the House of Representatives
Washington, D.C. 20515

Dear Mr. Speaker:

I enclose for the consideration of the Congress a draft bill
to be cited as the "Social Security Amendments of 1979",

Title I of the bill contains seven sections designed ‘to
constrain social security expenditures by refining the focus
of the program on its most important objectives. These
sections, explained in greater detail in the enclosed sec-
tional summary of the bill, would--

0 reduce the retirement and disability benefits payable
on the earnings record of a Federal retirement system
annuitant to take into account the portion of that
benefit attributable to the weighting of social
security benefits to favor low-income workers;

o repeal, for those who will become eligible for re-
tirement benefits or entitled to disability benefits
after May 1979, the provision that awards an insured
worker a minimum benefit;

o reduce the number of years disregarueu in the compu-
tation of the monthly earnings of younger deceased
workers; :

o terminate mothers' and fathers' benefits when a child
reaches age 16, rather than 18, unless the child is
disabled; ‘

0o eliminate the future award of child's and mother's
insurance benefits of based upon the earnings record
of an individual who is not fully insured;

0o eliminate the future award of child's insurance
benefits in the case of children age 18 through
21 who attend postsecondary schools; and
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o round primary insurance amounts and benefits to the
nearest dollar, rather than the next higher 10 cents.

The benefit savings for the social security program estimated
from these amendments, expressed in millions of dollars,
are as follows:

Section FY 1979 1980 1981 1982 1983
101 0 14 42 70 100
102 5 62 132 165 180
103 0 15 45 73 101
104 0 23 83 458 492
105 0 11 35 63 92
106 0 162 664 1,182 1,559
107 0 8 36 60 79

Total 5 295 1,037 2,071 2,603

Title II of the bill contains amendments, of negligible cost,
intended to make a number of minor improvements in the OASDI
program. Among the more important of these are amendments
(1) to restore the monthly measure of retirement in limited
situations (the monthly measure was repealed in its entirety
of Public Law 95-216 except with respect to an individual's
first year of retirement), (2) to eliminate the requirement
that application be filed for OASI benefits as a condition
of medicare entitlement, (3) to permit social security coverage
of American citizens working outside the United States for

a subsidiary of any American employer (currently coverage

is limited to employees of subsidiaries of corporations);

and (4) to improve the social security coverage of agri-
cultural workers (including migrant workers).

The title also contains certain amendments, such as a pro-
posal to institute a single optional method for determining
net earnings from self-employment, that would simplify program
administration.

We have_been concerned for some time that the numerous amend-
ments since 1950 to title II of the Social Security Act,
which have greatly expanded the scope of the program, have
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also made it increasingly complex to administer. The additicn
of maJor new benefit categorles and d1ffer1ng el1g1b111ty
requ1rements, the wage indexing of earnings, new primary
insurance amount computations, and the adoption of special
provisions extending coverage to various occupational groups
have all contributed to this complexity. These additions

have caused some public confusion about the nature and extent
of the protection that the program provides, the adoption

of unavoidably cumbersome administrative procedures to imple-
ment them, and h1gher administrative costs. A number of

the provisions in title II of the bill intended to simplify
administration of aspects of the social security program

will also make the program easier to understand.

Title III of the bill would eliminate gender-based distinc-
tions from title II of the Social Security Act. The effect
of the title, as well as that of the other titles of the

bill, is explained in detail in the enclosed sectional
summary.

We urge the Congress to give the draft bill its prompt and
favorable consideration. We are advised by the Office of

Management and Budget that enactment of the draft bill would
be in accord with the program of the President.

Sincerely,

/8] useyh A, Califann, Jra

Secretary

Enclosures






Sectional Summary
of the
Social Security Amendments of 1979

TITLE I -- OASDI COST REDUCTION

Reduction of OASDI benefit of civil service annuitants

Section 101 of the draft "Social Security Amendments of
1979" would reduce a worker's primary inmsurance amount by
$1 for each $3 of any Federal pension the worker receives
based on noncovered Federal employmant, but only to the
extent that the pension exceeds the average social security
retirement benefit then currently awarded. In no case would
the worker's primary insurance amount be reduced to less
than 32 percent of his average indexed monthly earnings.
The offset would cease with the worker’s death, so that
survivor's benefits would not be affected by it. The amend-
ment would apply to benefits payvable for months after August
1979 with respect to individuals who initially become eligible
for retirement benefits or entitled to disability benefits
after that month.

The purpose of the provision is t0 eliminate a windfall
benefit that retired Federal employees may receive from the
social security program if they are also eligible for such
benefits because ¢of work in covered employment. This windfall
results from the weighting of social security benefits so
that a larger percentage of a low-paid workexr's pre-retirement
earnings are replaced by his bgnefitg than & high-paid worker's.
Because most Federal employment is not covered by social
security, earnings from that empleyment are not counted in
determining the social security benefit¢ of a Federal employee
who also worked in covered employment. The employee therefore
is treated under social security as a low-paid worker and, in
consequence, receives a social security benefit that is in-
appropriately high when the emplayee’s civil gservice retirement
annuity is taken into account.

Repeal of minimum benefit provision with respect to individuals
who become eligible for benefits after May 1979

Section 102 of the bill would repesl the minimum social
security benefit with respect to individuals who first become
eligible for retirement benefits or entitled to disability
benefits after May 1979. A person who works regularly in
covered employment, even at the minimum wage, now receives



a benefit well above the minimum benefit level. The minimum
benefit provision has therefore largely become a windfall
for career government employees and others who work in
noncovered employment and also obtain social security pro-
tection from covered work.

Reduced dropout years for younger deceased workers

Section 103 of the bill would provide that in computing
a deceased worker's average indexed monthly earnings (AIME),
one year (but not more than a total of five) would be dis-
regarded for each five years elapsing after 1950 (or age
21, if later) and up to the year of death. Current law
simply provides for a five-year dropout in all cases. (As
under current law, however, the amendment would require that
at least two years be used in the period over which earnings
are averaged.) *

The larger number of dropout years in relation to the
number of years of earnings that must be used in computing
a worker's AIME, the greater the value of each dropout year
in increasing the AIME (and therefore the social security
benefit). The section would make the number of dropout
years for deceased workers more nearly proportionate to the
number of yvears used in computing the AIME, thereby reducing
the level of survivor's benefits for survivors of younger
deceased workers. The proportion of dropout years to years
in the averaging period would generally be the same for
deceased and retired workers. (A similar proposal applicable
to disabled workers was included in the Department's pre-
viously proposed Disability Insurance Reform Act of 1979.)
The section would become effective with respect to workers
who die after August 1979.

Termination of mothers' and fathers' benefits when child
attains age 16

Section 104 of the bill would end entitlement to bene-
fits for the mother or father caring for a child who receives
child's insurance benefits, when the child reaches age 16
(rather than age 18, as under current law). The section
would not apply in the case of a parent caring for a disabled
child aged 16 or over.

Benefits for these parents are based on the presumption
that the parent must stay at home to care for a child.

The amendment is proposed in recognition of the fact that
the extent of parental care ordinarily required for a child
who is not disabled and is age 16 or over does not make



it impracticable for the parent to work. Because such parents
can be presume to be able to provide for their own support
(the child in these cases remains entitled to child's in-
surance benefits) there is insufficient justification for
continuing to provide these parents with social security
benefits. '

The section would be cffective with respect to a current
beneficiary but oanly at the end ef two years after the
month of enactment.

Elimination of child’s and mether's insuzance benefits
based upon the wage record of an inaividual who dles
currently but not £ully ingured

Section 105 would eliminate benefits based upon currently
insured status (except for entitlement to Medicare eligibility
on the basis of chronic kidrey failure). Under current law
a worker need only be curzrently insured -(have 6 quarters
during the l3-guarter period ending in the guarter in which
he died) to be insured for certain soecial security survivors
benefits. During the early vyears of the program, the pro-
visions for currently insured status provided needed protec-
tion for some gurvivers of workers who died before they had
enough work to be fully insured. Today, there is little
need for the currently insured provisions because changes

in the social security program and economic conditions over
the years have made it easier to gain fully insured status.

Elimination of child's insurance benefilts in the case of
children age 18 through 21 who attend postsecondary school

Section 106 would amend the provisions of the Social Security
Act. dealing with child’s benefits to phase out over a 4-year
period benafits to children between the ages of 18 and

22 because of their full-time attendance as students at
institutions of higher sducation or other postsecondary
schools. Children aged 18-22 ecurrently receiving benefits

as full-time students could eontinue to zeceive benefits
until age 22. 2also benefits to children over age 18 would
continue to be available vo children who have not completed
their elementary or secondary education.

"Student” benefits were provided in 1965 on the presumption
that a student age 18-22, like a child under age 18 or
disabled, is dependent on his or her parent for support

and loses a source of support when the parent retires, becomes
disabled, or dies. At the same time, though, once a child
completes his secondary education and attains the legal



age of majority--increasingly regarded as 18, rather than

21, as reflected in the change in the voting-age requirement--
the person is generally regarded as an adult, financially and
otherwise responsible for himself, and a presumption of
"dependency” is not valid. Student assistance should be
provided through educational assistance programs not through
an income maintenance program. A number of programs have
been established since 1965 that provide educational assist-
ance == such as the Basic Educational Opportunity Grant
program which provides educational assistance for post-
secondary students based on their individual and family
financial circumstances.

The section would apply to children who reached age 18 before
September 1979.

Rounding of primary insurance amounts and insurance benefits
to the nearest multiple Oof one dollar

Section 107 would provide for rounding monthly social security
benefit amounts to the nearest one dollar rather than to

the next higher ten cents. This would result in some program
saving while obtaining the administrative efficiency of using
amounts that are in one dollar intervals.

TITLE II -- ADDITIONAL OASDI PROGRAM IMPROVEMENTS

Use of monthly measure of retirement in certain cases;
Elimination of requirement that application be filed for
OASDI benefits as a condition of Medicare entitlement

Sections 201 and 202 of the draft bill would make two amend-
ments to title II of the Social Security Act to deal with
certain undesirable consequences of the amendments made by
section 303 of the Social Security Amendments of 1977. That
section repealed the monthly earnings test which, notwith-
standing the amount of a beneficiary's annual earnings,
permitted full payment of title II benefits in months in
which the beneficiary had low or no earnings. The 1977
amendments removed the monthly test except for the first
year a beneficiary had a month in which he earned less than
the monthly exempt amount and did not provide substantial
services in self-employment. After that first year, deduc-
tions under the earnings test are based on annual earnings

only. :

While this policy is sound with respect to retirees, it
has unduly harsh results in the case of certain other
individuals, such as those receiving child's (including



students) benefits or mother's (or father's) benefits.
Elimination of the monthly earnings test can result in
overpayment of benefits to these indiviudals in the year in
which their benefits terminate, even for months in which
they were entitled and did not work. For example, if a
student graduated and went to work, or a mother whose en-
titlement terminated because her child was no longer entitled
went to work, earnings after benefits terminated would be
used in applying the annual earnings test and could cause
benefits which had already been paid to become overpayments.
Frequently, these beneficiaries do not know in the beginning
of the year what their earnings will be, or whether they will
have any earnings later in the year. To eliminate problems
of this sort, section 201 of the bill would restore the
monthly earnings test, in the year in which entitlement

ends, for individuals receiving benefits under section 202(b)
(if the individual has a child in her care), (d4), or (g)

- of the Social Security Act. Further, in order to avoid
these consequences for beneficiaries whose entitlement might
be terminated more than once, particularly children whose
entitlement is based on their status as full-time students
and thus might have their entitlement end, be restored,

and end again, the monthly earnings test would be available
in each year of termination.

The second technical difficulty which section 202 of the bill
would correct is the requirement contained in section 226

of the Social Security Act that as a condition to the receipt
of hospital insurance benefits under part A of title XVIII
(Medicare) an individual must be entitled to benefits under
title II. 1If he were still working, he would under prior
law have merely established his entitlement under title II,
had cash benefits suspended because of earnings, and thereby
established his entitlement to Medicare benefits. 1In any
month of low earnings, the individual would have received
benefits under title II because of the monthly earnings
test. However, under present law, if a person filed for
title II cash benefits at age 65 to establish entitlement

to Medicare, the monthly earnings test could be triggered

by an isolated month of no earnings or low earnings. As a
consequence, the monthly test would not be available to him
in a later year when he actually stopped working because of
a decision to retire. In order to reserve the "grace" year,
when the monthly earnings test would apply, section 202 of
the draft bill would provide for separate applications for
title II benefits for the non-disabled and for hospital
insurance benefits. 1Individuals who have already used their
grace year and wish to withdraw their applications and repay
the cash benefits received so that the monthly test would



be available in a later year of retirement, will be deemed

to have filed an application for Medicare so that that
coverage can continue without interruption. The section

would not impair the authority of the Secretary with respect
to the payment of Medicare benefits in the case of individuals
whose previously withdrawn applications for Medicare benefits
are reinstated.

Change in date upon which termination of coverage of employees
of nonprofit organizations or foreign subsidiaries of domestic

corporations may be effective

Section 203 would provide that agreements providing social
security coveragé for employees of nonprofit organizations
and foreign subsidiaries of American corporations can be
terminated no earlier than the end of the second calendar
year after the year the organization or corporation gives
notice.

Employees of a nonprofit organization and employees of a
foreign subsidiary of an American corporation who are U.S.
citizens are not required to participate in the social
security program. They can receive credit for their work
under social security only if the nonprofit organization

or American corporation enters into an agreement providing
social security coverage for the employees. The organization
or corporation can terminate the agreement by giving 2 years'
advance notice. The notice period begins at the end of

the calendar quarter in which the notice is given and ends

2 years later.

The change is needed to prevent employees whose coverage is
being terminated from getting unnecessarily generous treatment
by social security. Prior to the 1977 social security amend-
ments a worker generally received credit for a quarter of
coverage for a calendar quarter in which he was paid at

least $50 in wages. Under the 1977 amendments the rule for
earning quarters of coverage was changed from a quarterly

to an annual basis-~in 1979 a worker gets one quarter of
coverage for -each $260 of annual earnings. As a result,

if nonprofit organizations and American corporations with
foreign subsidiaries terminate social security coverage,
their employees could get more quarters of coverage in the
year their coverage ends than they could have before the
amendments. In some cases an employee whose coverage ended
in the first quarter of the year could get 4 gquarters of
coverage--~the maximum number per year.



The same situation would also have been true for State and
local employees whose coverage terminates; however, the

1977 amendments restricted the effective date of termination
of coverage of State and local employees to the end of the
calendar year. The proposal would result in equitable
treatment of all employees whose coverage can be terminated.

Coverage of employees of foreign subsidiaries of American

emplovyers

Section 204 of the draft bill would permit social security
coverage of American citizens working outside the United
States for a foreign subsidiary of an American employer

that is a sole proprietorship or partnership. Under present
law, social security coverage may be extended to such in-
dividuals only when they are employees of a foreign subsidiary
of an American corporation.

Improved coveradge of agricultural workers

Section 205 would amend title II of the Social Security Act
so that coverage of agricultural employees whose employers
have substantial expenditures for farm labor -- $2,500
annually -- would no longer be subject to the social security
coverage test of present law, but would be covered on a
first-dollar basis. Thus, their coverage would be deter-
mined on the same basis as coverage of employees of nonfarm
employers. Agricultural employees furnished by a crew leader
would be deemed to be employees of the farm operator.

Under current law, coverage of agricultural employees, in-
cluding many migrant workers, is subject to a restrictive
coverage test which prevents many workers from getting social
security credit for part or all of their farm employment.
Under this test, a worker's earnings from a farm employer

are generally not covered unless during the year he is paid
cash wages of at least $150 by the employer or works for

him on at least 20 days for cash wages determined on an
hours of work or other time basis. Also, workers furnished
by a "crew leader" to a farm operator to perform agricultural
labor are generally considered employees of the crew leader
for social security purposes. However, the crew leaders
sometimes fail to report amounts earned by the workers for
social security purposes.

When the coverage test was included in the law in 1956, it
took into account that many farmers at that time were un-

accustomed to recordkeeping and might find it difficult to
make reports for social security purposes of wages paid to



relatively short-term employees. Since the 1950s, major
changes have taken place in agriculture. Many farms keep

the same kind of records as nonfarm businesses do, and there
is no longer justification for preventing many of the workers
who are employed by such farms from gettlng social security
credit for their work.

While this change would cover about 90 per cent of the wages
paid to all farm workers, it would affect less than 20 per
cent of farm employers. The present coverage test would
continue to be applicable to all farms which have annual
expenditures of less that $2,500 for agricultural labor.
Additionally, providing that the farm operator would be the
employer of agricultural workers furnished by a crew leader
is expected to significantly improve compliance with the
wage reporting provisions, thereby improving the protection
of migrant farm workers.

Modification of penalities for failure to make a timely
report of excess earnings

Section 206 of the draft bill would modify the penalty
imposed upon a beneficiary when he fails to timely file

an annual report of earnings in excess of the retirement
test exempt amount. Currently, the penalty for first failure
to file a timely report (due within 3 months and 15 days
after the end of the year in question) is the amount of

the monthly benefit to which such beneficiary was entitled
for the last month of such year; for a second such failure,
an amount equal to 2 months' benefits; and for a third or
subsequent failure, an amount equal to 3 months' benefits.
Under proposed section 206, failure to file timely would
result in a warning without penalty for the first violation,
a penalty of an amount equal to one month's benefit at the
current monthly benefit rate for a second violation, and

a penalty of 2 months' benefits at the current monthly
benefit rate for a third or. subsequent violation. - The
penalty would be assessed at the current monthly benefit
rate rather than at the benefit level payable in the last
month of the year in question, as in current law, since it
would result in some administrative savings..

Repeal of elective coverage by current employees when non-
profit organizations elect coverage of their employees

Section 207 of the draft bill would eliminate the provision
in current law which permits employees of certain tax-
exempt nonprofit organizations to choose whether to be



covered under social security at the time an organization
elects (by filing a waiver certificate) to provide coverage
for its employees.

The proposal would reguire coverage of all employees of

an organization when it waives its social security exemption.
Under current law, a nonproflt organization will occasionally
report wages paid to its employees without having filed a
waiver certificate, or a nonprofit organization which has
filed a waiver certificate will report wages of all employees,
including those who did not choose coverage. This amendment
would relieve the Department of burdensome and costly pro-
cedures to correct such situations.

State and local coverage agreements allowed to become
effective from date of delivery to Secretary

Section 208 of the draft bill would provide that the
effective date for any State or local coverage agreement
(including any modification) under section 218 of the
Social Security Act would be the date the agreement is
mailed or delivered to the Secretary. Currently, coverage
agreements generally become effective when mailed or
delivered to the Secretary. However, in cases 1nvolv1ng
maximum retroactivity of coverage or coverage of p051t10ns
compensated solely on a fee basis, the effective date is
the date the agreement is executed by the Secretary. The
proposal would eliminate a source of friction between the
Secretary and the States by permitting the States to
exercise control over the effective dates of agreements.

Simplification of Trust Fund reimbursement computation with
respect to benefits attributable to noncontributory wage
credits for military service

Section 209 of the draft bill would simplify the computation
of the amount of reimbursement by the Treasury Department
to the social security Trust Funds for the cost of benefits
attributable to noncontributory wage credits for military
service. Section 217 of the Social Security Act provides
such credits for the period from September 16, 1940 to
December 31, 1956, while section 229 of that Act provides
such credit for calendar quarters after 1956. 1In cases
where individuals are eligible for credits under both
sections, the cost to the Trust Funds of paying increased
benefits must be computed separately because different
procedures are provided for each. Section 209 of the
draft bill would, in these cases, allow one computation

for purposes of both sections.
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Forgiveness of certain unpaid social security taxes

Section 210 of the draft bill would provide forgiveness of
all unpaid social security taxes resulting from service in
the War Shipping Administration. The Secretary is currently
required to withhold from benefits payable on the earnings
records of former War Shipping Administration employees amounts
equal to any unpaid social security taxes. Such unpaid taxes
are the result of coverage being extended to such employees
in 1943, but retroactive to 1941. The proposal would allow
the Secretary to eliminate the process for identification

of claims involving the unpaid taxes, the deduction of the
taxes from benefits, and notification of the claimant. This
process involves an inordinate amount of time and expense
relative to the amount of taxes due. :

Payment Of certain travel expenses

Section 211 of the draft bill would authorize the Secretary
to pay travel expenses incident to an individual's medical
examination requested by the Social Security Administration
to determine disability, and to parties, their representa-
tives, and all necessary witnesses for travel to recon-
sideration interviews and to proceedings before administra-
tive law judges under title II, XVI, or XVIII of the Social
Security Act. For fiscal year 1977 and a number of preceding
 years, the authority to make such payments was included in
the annual Labor-Health, Education, and Welfare Appropriations
Act and enactment of section 211 will therefore involve no
additional cost.

Mutual assistance agreements

Section. 212 of the draft bill would authorize the Secretary
to enter into agreements with the governments of other
countries to exchange information necessary to secure evidence
of entitlement to social security benefits and to maintain
beneficiary rolls under the social security system of each
such country. Under a mutual assistance agreement, the
staff of the social security system of the foreign country
would obtain information from sources outside the United
States necessary to enable the Department to process

claims and verify continuing entitlement to benefits of
U.S. social security beneficiaries who are living in that
country, and the same service would be provided by U.S.
social security offices to the social security system of

that country.
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Currently, the claim of an individual residing outside the
United States for social security benefits is developed
and his continuing entitlement to benefits is verified by
HEW personnel in the United States through direct corres-
pondence with the beneficiary or with the assistance of
U.S. diplomatic and consular posts abroad. We believe
that the administration of the social security program
outside the United States would be more efficient if the
Department could obtain the assistance of social security
agencies in other countries in developing claims and
verifying continuing entitlement to benefits.

Interest on late state deposits

Section 213 of the draft bill would conform provisions in
the Social Security Act, which specify the rate of interest
charged on late payments of social security contributions
due on the earnings of State and local employees, to
similar provisions in the Internal Revenue Code which
specify the rate of interest charged on late payments of
social security contributions due on the earnings of other
employees. At present the annual interest rate under the
Social Security Act is set at 6 percent. In 1975 the
annual interest rate under the Internal Revenue Code was
set at 9 percent but was made subject to adjustment in ac-
cordance with changes in the prime lending rate. The annual
interest rate under that provision at present is 6 percent.
The proposal removes the incentive to make late payments of
contributions on the earnings of State and local employees
when the prime rate is higher than 6 percent.

Pension Reform Act--cost reimbursement

Section 214 of the draft bill would provide for payment to
the social security Trust Funds for expenses incurred in
providing information required to enable an employee
benefit plan to comply with the Employee Retirement Income
Security Act of 1974 (commonly referred to as the Pension
Reform Act).

Provisions of the Pension Reform Act require administrators
of most employee pension plans to furnish to plan partici-
pants information concerning their accrued and vested
benefit rights. 1In addition, employers are required to
maintain records, in accordance with Department of Labor
regulations, sufficient to determine the benefits which

are, or may become, due to each employee. While some
pension plans do not have the earnings information necessary
to provide the required information, the Department does
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maintain it and has already received requests from some
plans for complete earnings histories of plan members.

The requests are often large (500,000 earnings histories
must be provided pursuant to one request and 375,000
earnings histories pursuant to another). The Department
estimates that there will be requests for about 3,300,000
individual earnings histories at an estimated cost of

$120 million. This section of the draft bill would make
clear that reimbursement of these costs is not governed by
the Freedom of Information Act or by the Privacy Act.
Under the provisions of these Acts, it is estimated that
the allowable reimbursement would be no more than $72
million. Thus, the cost to the social security Trust
Funds would be $48 million. Section 214 would permit the
Department to recover from the requesting party the full
cost of retrieving and transmitting information for pur-
poses of enabling pension plans to comply with the Pension
Reform Act, and would save the Trust Funds approximately
$7 million in fiscal year 1981.

Coverage of services of nonresident Filipinos in Guam

Section 215 of the draft bill would repeal the exclusion

in current law (section 210(a)(18) of the Social Security
Act) from social security coverage of services performed

in Guam by nonresident Filipinos. Under the law nonresident
aliens working in Guam, except nationals of the Philippines
are covered by social security. The repeal would assist

the many Filipino workers who enter Guam as temporary residents
but later become permanent residents to secure coverage for
the work they had previously performed as nonresident aliens.
Also, it would reduce the competitive advantage of reduced
labor costs that is now enjoyed by companies employing
Filipino workers.

Social security foreign work test

Section 216 of the draft bill would amend the test contained
in present law which prescribes the monthly amount of non-
covered remunerative activity in which a beneficiary outside
the United States may engage before losing his social security
benefit for that month. Under the current law, if a bene-
ficiary works on 7 or more calendar days within the month
(regardless of how little he may have worked on each of
those days) he loses the entire benefit for that month.

It seems unduly harsh to withhold an entire month's benefit
for as little as one hour of work per day for 7 days (which
is possible under current law). The draft bill would modify
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the test to allow beneficiaries to work as many as 45 hours
in a month, regardless of the number of different days on
which the work was performed, without losing benefits.

Single optional method for determining net earnings from
self-employment

Section 217 of the draft bill would provide only one optional
method for reporting net earnings for all self-employed
people whether their business is farm or nonfarm. A self-
employed person who wished to use the option would add his
net income from all farm and nonfarm businesses; if his

net earnings from all business income was less than $1,600
he could use the option and report two-thirds of his total
gross earnings, but not more than $1,600. Two restrictions
on the use of the option would be kept. A person could not
report less than his actual net earnings from all businesses
and a person could not use the option more than five times
for reporting nonfarm earnings.

The social security record of a self-employed person is

now based on net annual earnings from self-employment. Current
law provides an optional method for reporting net earnings
which allows a person to continue his social security pro-
tection in years he has very low earnings or a net loss

from his business. The optional method is basically the

same for farm and nonfarm self-employment but there are
restrictions on the use of the nonfarm option.

Both optional methods allow a person to report two-thirds

of his gross income (but no more than $1,600) instead of his
actual net earnings from self-employment. The nonfarm option
can be used only five times in a lifetime, may be used in a
year only if the person had actual net earnings from self-
employment of a least $400 in at least 2 of the 3 immediately
preceding taxable years, and can not be used to report less
than actual net earnings from self-employment.

The different rules for using the farm and nonfarm options
have made administration of the options very difficult and
are confusing to the public. This is especially true for

a person who has both farm and nonfarm businesses. Under
present law, he may have a choice of as many as four amounts
to report as his net earnings from self-employment. The
proposed change would be easier for the public to understand
and for SSA to administer.
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Employer contribution with respect to tips

Section 218 of the draft bill would reguire employers to

pay social security contributions on the full amount of
covered tips received by an employee. The 1977 amendments

to the Social Security Act require employers to pay social
security taxes on tips, but only on that portion of the

tips which are deemed to be wages for purposes of the Federal
minimum wage. Under present law, an employer can pay up

to 50% less than the Federal minimum wage by counting as
wages for this purpose tips received by the employee. Thus,
current law gives an unwarranted advantage to employers

whose employees receive a significant portion of their income
in the form of tips, and, on the other hand, disadvantages
the Trust Fund because the social security employer contri-
bution is not paid on the full amount of tips. Further, since
the full amount of the employee's "wages" do not produce
employee and employer contributions in the same amount, addi-
tional recordkeeping is required, thus imposing administrative
burdens on the Department, and, indeed, on the employer.

Penalty for late wage reports by states

Section 219 of the draft bill would authorize the Secretary
of Health, Education, and Welfare to impose a penalty on

a State that has entered into an agreement for coverage

of State and local employees, if the State is late in filing
a report of covered wages. The late filing penalty would

be the same as for private employers who at present are’
charged 5 percent, up to a maximum of 25 percent, of the
amount of tax due. Partial or erroneous reports filed
timely with the Secretary would not be considered delinquent
and the draft bill would impose no penalties in these cases.

Within the State, State and local employers submit wage
reports for their employees to the State. The State reviews
these reports and then forwards them to the Secretary. 1In
most cases of late reporting, the State and the local em-
ployers have not filed their reports timely with the State.
Late State reports cause process delays and increase the
administrative burden upon the Department. The penalty
provision would provide an incentive for States to report
timely and to insist the State and local employers report

timely to them.
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Lump-Sum death benefit

Section 220 of the bill would repeal the lump-sum death
benefit provided under title II of the Social Security Act
and replace it with a similar benefit under the SSI program.
The payment would equal the amount payable for one month

to a single indiviudal without income and would be paid to a
surviving spouse who had been living with the deceased in-
dividual immediately prior to his death, if either the
deceased or the spouse was eligible for SSI in the month

of death. Under this proposal the payment would be made to
the person who would ordinarily assume the expenses associ-
ated with the spouse's death and to whom, because of
limited resources, the lump-sum payment would be of signi-
ficant help in meeting those expenses. The amendments made
by this section are expected to result in savings of §$221
million in fiscal year 1980, and of $358, $363, $367, and
$370 million in each of the following years.

Conforming changes in delayed retirement credit provision

The Social Security Amendments of 1977, Public Law 95-216,
lowered from 72 to 70, effective beginning with calendar
year 1982, the age at which an individual may receive his
full social security benefit without regard to his current
earnings. Section 221 is a technical amendment to make a
conforming change in a provision of title II of the Social
Security Act that increases the social ‘'security benefit on
account of delayed retirement. The section would lower
from 72 to 70 the age beyond which no further retirement
credit is available.

Penalties for misuse of social security numbers

Section 222 would increase from $1,000 to $5,000 the maximum
monetary penalty for offenses under title IT of the Social
Security Act, including misuse of a social security number,
and would extend the penalty to include the counterfeiting,
altering, buying, or selling of a social security card, or
possession of a social security card or counterfeit card
with intent to sell or alter it.

TITLE III -- ELIMINATION OF GENDER-BASED
DISTINCTIONS UNDER THE OLD-AGE, SURVIVORS,
AND DISABILITY INSURANCE PROGRAM

Divorced husbands

Section 301 of the draft bill would provide social security
benefits for aged divorced husbands and aged or disqbled
surviving divorced husbands based on their former wives
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earnings records. (Under a district court decision, bene-
fits are being paid to aged divorced husbands.) Currently,
the statute provides for the payment of benefits to aged
divorced wives and aged or disabled surviving divorced wives
but benefits are not for similarly situated men.

Remarriage of surviving spouse before age 60

Section 302 of the draft bill would make the requirements
for widowers' benefits the same as they now are for widows.
Currently, widows and widowers who remarry before age 60

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, on the other
hand, currently loses forever his eligibility as a surviving
spouse of his deceased wife worker if he remarries before

age 60.

Illegitimate children

Section 303 of the draft bill would modify the law applicable
to benefits for illegitimate children so that such children
would be eligible for benefits based on their mothers' earnings
as they are currently for benefits based on their fathers'
earnings. In general, the determination of one's status as a
parent or child for purposes of the social security program

is based upon the intestate succession laws of the State

in which the insured individual is domiciled. However, 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 satisfactory to the Secretary to be the father of

the child. Similar provisions do not currently apply when

an illegitimate child claims a benefit based upon his mother's
earnings.

L~

Transitional insured status

Section 304 of the draft bill would apply to husbands and
widowers certain social security eligibility provisions which
currently apply to wives and widows. Under current law,
certain workers who attained age 72 before 1969 are eligible
for social security benefits under transitional insured status
provisions which require fewer quarters of coverage than

would ordinarily be required. Wives and widows of eligible
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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. The amendment which
would be made by section 304 would provide benefits for
husbands and widowers of female workers who would qualify
when these transitional insured status provisions.

Equalization of benefits under section 228

Section 305 of the draft bill would amend the section of the
Social Security Act which authorizes benefits for certain
uninsured individuals who attained age 72 prior to 1972.

In order for a couple to receive payments under this section,
both spouses must have attained age 72 prior to 1972. However,
even though each spouse must meet the same eligibility re-
gquirements he or she would have to meet if not married,

once the eligibility of both are determined, the couple

is treated as if the husband were the retired worker and

the wife were the dependent. The amount of the special
payment for the couple is not divided equally between husband
and wife. Rather, the payment, which comes largely from
general revenues, is allocated so that the husband is paid
two-thirds of it and the wife is paid one-third. Section

305 of the draft bill would require that the payment be
divided evenly between them.

Father's insurance benefits

Section 306 of the draft bill would provide 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). Currently, under the statute, a mother who
has in her care a child of such a spouse receives a benefit
for both herself and her child based upon the earnings of
her husband. As a result of a Supreme Court decision in
Weinberger v. Wiesenfeld, 420 U.S. 636 (1975), a similarly
situated widower can qualify for father's benefits based

on his deceased wife's earnings. Benefits are not provided
for the husband of a retired or disabled worker (or the
surviving divorced husband of a deceased worker) who has

an entitled child in his care. Section 306 would amend

the statute to conform to the Wiesenfeld decision, and would
provide benefits for a husband or surviving divorced father
with an entitled child in his care.

Effect of marriage on childhbod disability beneficiary

Section 307 of the draft bill would terminate the benefits
of a childhood disability beneficiary, regardless of sex,
when the beneficiary's spouse is no longer eligible for
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benefits as a childhood disability beneficiary or disabled
worker beneficiary. A childhood disability beneficiary is

a person with a severe disability that began before age

22 who is entitled to benefits as the son or daughter of

an insured worker who is entitled to social security benefits
(or who has died). In general, the social security law provides
for termination of dependent's or survivor's benefits at

the time of marriage, since it is presumed that the dependency
situation on which the benefits are based no longer exists.
An exception is made when one social security beneficiary
marries another, since it cannot be presumed that either

one is able to support the other. Thus, in general, when

a childhood disability beneficiary marries another social
security beneficiary, the benefits of neither spouse are
terminated by reason of the marriage. However, 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 bene-
ficiaries is terminated because the beneficiary recovers

or engages in substantial work, the continued eligibility

of the spouse depends upon the spouse's sex. A woman's child-
hood disability benefits end when her husband's disability
benefits end. However, a man's childhood disability benefits
are not terminated when his wife's disability benefits end.
The amendments made by section 307 would be effective with
respect to terminations of benefits of childhood disability
or disabled worker beneficiaries occurring after the month

of enactment.

Effect of marriage on other dependents' or survivors' benefits

Section 308 of the draft bill would terminate 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. Currently, in general, if

a childhood disability or disabled worker beneficiary marries
a person getting certain kinds of social security dependent

or survivor benefits, the benefits of each individual 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 disabled
beneficiary is a woman, her husband's benefits are not ter-
minated when her disability benefits end. The amendments

made by section 308 would be effective with respect to
terminations of benefits of childhood disability or disabled
worker beneficiaries occuring after the month of enactment.



Treatment of self-employment income in community property
States

Section 309 of the draft bill would permit self-employment
income of a married couple in a community property State to
be credited for social security purposes to the spouse who
exercises the greater management and control over the trade
or business. Currently, in community property States, all
income from a business owned or operated by a married couple
is deemed, for purposes of social security, to be the
husband's, unless the wife exercises substantially all
management and control. In all other States, such self-
employment income is credited to the spouse who owns or is
predominantly active in the business. The amendment made
by section 309 would be effective with respect to taxable
years beginning after December 1979.

Credit for certain military service

Section 310 of the draft bill would apply to widowers a
provision of the social security law which currently permits
a widow, under certain circumstances, 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, or the amount of,
social security survivors' benefits.

Conforming amendments

Section 311 of the draft bill would make a number of con-
forming changes in provisions of title II of the Social
Security Act that are required because of the substantive
changes that would be made by the preceding sections of
title III of the draft bill.

Effective date

Section 312 of the draft bill would make title III of the
bill effective with respect to monthly benefits payable
under title II of the Social Security Act for months after
December 1979.
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Amendments to Title IV-B Child Welfare Service

An additional $266 million in Federal funds per fiscal
year would be made available to the States on an
entitlement basis.

The funds would be available in two stages. The first
portion would enable States to improve and expand their
child welfare services, including implementation of

new foster care safeguards, and due process protections.
Fach State would be eligible for remaining funds after
demonstrating it had completed first-stage requirements.

States must earmark 40 percent of the new money for
services to keep children with their families or
reunify families (such as homemaker, day care, crisis
intervention services).

Also, the Federal matching rate would be increased to
75 percent.

Foster Care Program

Federal matching would be available for the first time
for children placed in foster care pursuant to a
voluntary agreement. Under present law, Federal matching
is available only for children placed in foster care as

a result of a judicial determination.

Children placed voluntarily prior to enactment of the

bill would be "grandfathered-in" after the agency
responsible for the child develops a case plan (explaining
child's placement, services to be provided, expected date
for child to be returned home) and the plan has received

a court or administrative review.

Federal matching funds would also be made available for

foster care provided in publicly-operated child care
institutions which care for 25 or fewer children. Under
present law, Federal matching is available only to non-profit,

private child care institutions without size limitation.



New Program of Adoption Assistance

Each State may provide an adoption assistance program
as part of its AFDC program for children in foster care
who have "special needs" which make it difficult or
impossible to find an adoptive home without providing
assistance.

"Special needs" exist when a child cannot or should not
be returned to his or her home, or if a special condition
exists such as age, ethnic background, physical, mental
or emotional handicap or membership in a sibling group.

The amount of adoption assistance would be determined by

an agreement between adoptive parents and the administering
agency, taking into account financial circumstances of
adoptive parents. The amount would be subject to adjustment
according to changes in those circumstances, and could not
exceed the amount that would have been paid for foster

care in a foster family home, except that one-time costs
associated with the adoption could be covered.

The adoption assistance could continue until the child
reaches age 18 or until age 21 in the case of a child with
physical or mental handicap.

There would not be any upper limit on funding to States

under this proposal.

Amendments to Title XX Relating to Public Assistance Programs
Administered by SSA

Effective October 1, 1979, States would be able to use
their share of $200 million in funds now earmarked for
child care for grants to employers who hire welfare
recipients as child care workers.

Federal Funding for the Territories

The bill would make permanent the $78 million funding
level and 75 percent Federal matching rate for the AFDC,
0ld-Age Assistance, and Aid to the Permanently and Totally
Disabled programs in Puerto Rico, Guam and the Virgin
Islands.



H.R. 3434 As Reported by the Comittee on Ways and Means

Estimated Effect on Outlays, by Provision
(Pluses indicate cost, minuses indicate savings)

Estimated effect on outlays
Provision in fiscal year 1980 a/
(in millions)

1. Increased funding for Title IV-B

child welfare services +$101

2. AFDC foster care program +$ 12

3. New adoption assistance program $ 0 net cost

4. Amendments to Title XX Relating S 0 (Title XX)
to SSA programs -$ 1 (Title IV-A)

5. Amendment to Title XI
Federal funding for the
Territories +$ 52

a/ Estimates made by the Congressional Budget Office and approved by the
Subcommittee, May 1979.






DISPARTMENT OF HEALTH. EDUCATICN. AND WELFARE

JUN S 1979

The Honorable Thomas P. O'Neill
Speaker of the House of Representatives
Washington, D.C. 20515

Dear Mr. Speaker:

I enclose for the consideration of the Congress a draft
bill to be cited as the "Social Welfare Reform Amendments
of 1979".

The bill is a series of closely related amendments to
existing laws, primarily to part A of title IV of the
Social Security Act, the statutory basis for Federally
assisted State programs of aid to families with dependent
children (AFDC), and to title XVI of that Act establishing
the SSI program, but also to other authorities, such as
the Medicaid program, and the earned income credit provided
in the Internal Revenue Code of 1954, having direct impli-
cations for welfare programs. This bill is one of two
proposals that will be presented to the Congress. Covered
by a companion draft bill are proposals for a program

of jobs, training, and employment related services.

Title I of the bill, containing the amendments to the AFDC
program, would amend the Social Security Act to provide
fundamental improvements in the basic AFDC benefit structure,
to make significant administrative changes designed to
increase the responsiveness and efficiency of AFDC programs,
while reducing error and waste, and to provide fiscal

relief to States.

Specifically, the bill would make important changes in
the AFDC programs in the following areas:

o Amount of benefits and income disregards.
Effective fiscal year 1982, a national minimum
payment level would be established. The minimum,
when added to the food stamps available, would
give the AFDC family purchasing power of no less
than 65 percent of the poverty level. Prior to
1982, an income disregard would be required
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in each State in which the payment level does

not meet the national minimum. By requiring this
disregard (the so-called low benefit disregard)
of income equal to the difference between the
national minimum benefit and State's actual payment
level, we will assure that a family with some
additional income will not suffer a loss of
income until its purchasing power is equivalent
to 65 percent of the poverty level. The low
benefit disregard will be retained after 1982 but
based, then, on 75% of the poverty level.

o Aid to dependent children of unemployed parents.
The language of section 407 of the Social Security
Act, permitting States to provide aid to dependent
children because of the unemployment of the father,
would be amended to refer to the "unemployed parent”.
Further, the parent with respect to whom the dependency
test would be applied would be whichever parent was
the principal earner in the family. The requirement
that the parent have a recent previous attachment
to the work force would be deleted, and the 30-day
waiting period would be dropped. In order to assure
that the principal earner be actively seeking employ-
ment, eligibility could be certified for two months
only. For any month thereafter, the Secretary of
Labor would have to provide assurance that no employment
would be available to the principal earner for that
month.

o Required coverage of children and certain adults.
Coverage would be mandated for families with dependent
children because of the unemployment of a parent,
for pregnant women who would not otherwise be eligible
for AFDC until the birth of the child, for children
who meet the statutory definition of dependent child,
and for both parents in incapacity and unemployment
cases.

0 Greater consistency with the food stamp program.
The definition (including inclusions and exclusions)
of income and resources would be set out in
considerable detail for the first time in the
AFDC authorizing legislation. These definitions
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are taken directly from the Food Stamp Act of

1977, with only a few changes having been made

to reflect differences in the scope or objectives

of the two programs. Insofar as feasible, however,

the two programs have been aligned, thus leading

to increased public understanding and administrative
simplification of the relationship of the two programs.

o Other administrative improvements. Several
amendments are designed to achieve more efficient
and effective administration of the AFDC programs
throughout the States. Regular reporting of circum-
stances would be required and, for cases with
income or other factors subject to change, the
Secretary will, by regulation, require monthly
reporting. After the first month, benefits would
be determined retrospectively, based on actual
circumstances in the previous month, rather than
on forecasts of the current month's circumstances,
as is now the case, and disregards for work expenses
would be standardized. Finally, States could obtain
assistance for mechanized eligibility systems and
grants for innovative administrative practices.

o Fiscal relief for States. Each State's costs
for AFDC benefits would be reduced by 10 percent
(or, with respect to unemployed parent cases, 30
percent) through an amendment to the provisions
for Federal matching. Also, upon the effective
date of the various elements of mandatory coverage
and the national minimum benefit, the States would
be guaranteed for the next five years that they
need spend no more than 95 percent of the amount
spent in fiscal year 1979, indexed to reflect changes
in the Consumer Price Index. Thereafter, the
Federal payment (to achieve the fiscal relief
described) would phase-out over the following three
years.

We believe these amendments, together with the companion
legislation for jobs, training, and employment related
services, represent a sound blueprint for gradually improving

" and strengthening these Federally assisted State AFDC pro-
grams: by assuring a more adequate level of support for

needy families, by providing greater numbers of employment

and training opportunites, by assuring greater equity among

the programs of all the States, .and by facilitating significant
improvements in program administration.
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Title II of the bill contains amendments to the Supplemental
Security Income (SSI) program of aid to aged, blind, and
disabled established under title XVI of the Social Security
Act. Among the more significant are --

o0 The repladement of food stamps currently received
with an additional cash payment for a substantial
portion of the SSI recipients,

0 The denial of eligibility for SSI, and therefore
for Medicaid, for specified periods of time when
an individual has disposed of resources having
an uncompensated value in excess of $3000 within
24 months of application (paralleling an amendment
to the AFDC program), and

o The adjustment of an initial retroactive OASDI
payment, often in a substantial amount, to re-
imburse the SSI program for benefits paid during
the period of the OASDI determination, in order to
eliminate the windfall that occurs when the OASDI
determination is delayed and the SSI payment is
unreduced during that period of delay.

Additionally, the bill would make amendments having an
impact on the quality of the administration of the SSI
program. Similar to the AFDC amendment described above,
the bill would provide for the determination of SSI
eligibility and benefit amount on a retrospective (rather
than prospective) basis. This change will greatly

increase the certainty that underlies SSI determinations =--
they can be founded on facts rather than predictions --

and it is expected to reduce to a significant degree the
volume of overpayments in SSI.

Title III of the bill contains amendments that apply to two
or more of the public assistance programs established under
the Social Security Act. These amendments include limits

on the time within which a State must file claims for

Federal reimbursement, amendments to the financing provisions
applicable to the territories, amendments to the Immigration
and Nationality Act to require legally enforceable support
agreements for certain aliens (other than refugees) entering
the United States, in order to reduce the likelihood of
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their dependency upon State and Federal welfare programs,
and amendments to the Social Security Act and Internal
Revenue Code to assure the availability of carefully limited
income information, with appropriate safeguards and
penalties for misuse, to this Department and to State
agencies administering welfare programs.

In addition, title IV contains certain amendments to the
Child Support Enforcement Program, established by part D
of title IV of the Social Security Act, which have been
submitted to the Congress earlier.

The amendments referred to above, as well as the remaining
ones contained in this draft bill, are described in greater
detail in the attached section-by-section description of the
"bill. .

We urge the Congress to give the draft bill its prompt

and favorable consideration. We are advised by the

Office of Management and Budget that enactment

of the draft bill would be in accord with the program

of the President.

Sincerely,

/s/ Joseph A. Califano, Jr.

Secretary

Enclosures






Section-by-Section Summary of the
Social Welfare Reform Amendments of 1979

TITLE I -- AID TO FAMILIES WITH DEPENDENT CHILDREN;
R ASSISTANCE TO MEET EMERGENCY NEEDS;
v EARNED INCOME CREDIT

Part A -- Income and Resources

Definition of Income and Amount of Disregards from
Earned Income

Section 101 of the bill makes several amendments affecting
the definition and treatment of income under the AFDC
program.

Subsection (a) pertains to income disregards. Paragraph
(1) adds the reference, in section 402(a)(7) of the Act,
to the new section 412 (described below) that contains
detailed provisions for determining income and resources.
It also removes the generalized reference to exclusion
of work expenses, as these amounts are standardized

by other amendments described below.

Paragraph (2) of subsection (a) revises much of section
402(a)(8). As amended, that section would provide for
disregards from income. First, income isg determined

by applying the detailed definition contained in section

412 described below which excludes, among other things,

20% of wages and self-employment income in recognition of
work expenses, and child care expenses up to a monthly limit-
of $160 per child between July 1979 and June 1980, with
appropriate adjustments, if necessary, thereafter. From this,
there is disregarded the first $70 (rather than, as under
current law, the first $30) of earned income plus one-third
of the remainder of the earned income of an individual included
in the AFDC grant. Provision would also be made, in section
402(a)(8)(B), for an additional disregard of income from

any source, in States where the AFDC paid to a family with
no other income, plus the food stamp allotment such a family
would receive (with no income other than AFDC and allowing
only t:he standard deduction of the food Stamp program) is

income, and the grant that would be payable to such a family .
if, AFDC, together with the food stamps that family would
receive, equaled 65 percent of the poverty level. This is
referred to informally as the "low benefit disregargd".



Subsection (b) adds a new section 412 to the Social Security
Act, containing an explicit statement of items to be included
in and excluded from income. It largely parallels the pro-
visions of section 5 of the Food Stamp Act of 1977, with

a few exceptions where the purposes or characteristics of

the AFDC program suggest different treatment. Most importantly,
paragraph (9) of section 412(a) would provide for the exclusion
of the cost of producing self-employment income and 20 percent
(as a standardized work expense allowance) of wages, salary,

or net earnings from self-employment. Paragraph (10) prescribes
the exclusion of amounts spent for child care (or necessary
care for an incapacitated family member) up to a monthly

limit of $160 per person for the 12 months beginning July

1979, with subsequent adjustments to that amount to the extent
the Secretary finds appropriate because of changes in the

cost of the care.

Section 412(b) would require the Secretary of Health,
Education, and Welfare to issue regulations, after
consultation with the Secretary of Agriculture, to assure
the coordinated operation of the AFDC and food stamp pro-
grams.

Subsection (c) provides that these amendments (to the
AFDC plan requirements) become effective six months after
their enactment, but a State may amend its plan and
implement these changes during that six month period.

Provision is also made, effective January 1, 1980, for
including in an individual's earned income the advance
payment of the earned income credit (under the Internal
Revenue Code of 1954) for which an individual is eligible.

Income of Stepparents

Section 102 would add a new paragraph to section 402(a)

of the Social Security Act, the requirements for State
plans under the aid to families with dependent children
(AFDC) program. States would be required to count that
portion of the income (after subtracting the 20 percent

of earned income for work expenses) of a child's stepparent,
(living in the same home as the child) which exceeds (1)
the amount needed by the stepparent to support himself and
others living in the same household whom he claims

as dependents for Federal income tax purposes, (2)

amounts actually paid by the stepparent to dependents

not living in the same household, and (3) payments

of alimony or child support to individuals not living

in his household. The amendment would be effective
October 1, 1979.



Treatment of Certain Income

Section 103 changes the treatment of certain types of
income under the AFDC program. Subsection (a) addresses
the provision in current law that requires AFDC, payable
because of the unemployment of a parent, to be reduced

by the amount of unemployment compensation received by
him. This section would be repealed and unemployment
compensation would be treated as any other non-employment
income. .

Paragraph (1) of subsection (b) repeals section 402(a)(19)(D),
the plan requirement relating to the work incentive program
that requires the complete disregard of training allowance
under the WIN program and the consideration in determining
need of additional expenses in connection with participation
in that program. Paragraph (2) amends the WIN program
(section 434(a)) to provide for the reimbursement of expenses
in connection with training under WIN, in addition to

the incentive payment already authorized by law. Paragraph
(3) adds a new subsection to section 434, to require the
disregard from income of incentive payments or payments

to reimburse for expenses made under section 434(a).

These amendments become effective six months after
enactment.

Modifications in Treatment of Income Effective Fiscal Year
1982 '

Section 104 establishes several amendments to part A of
title IV with a delayed effective date of October l, 1981.

Paragraph (1) of subsection (a) repeals the reference,

in section 412(a), to income excluded because it is received
too irregularly or infrequently to be anticipated (since,
with retrospective accounting this should no longer be

a problem). '
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Paragraph (2) limits the exclusion of income for child
care costs to families with dependent children other than
by reason of the unemployment of a parent.

Subsection (b) amends section 402(a)(8)(A) such that the
disregard of the first $70 of earned income and one-third
of the remainder will cease to be applicable to families
receiving AFDC by reason of the unemployment of a parent.

Subsection (c) would raise the percent of the poverty level,
from 65 to 75 percent, specified in section 402(a)(8) for
purposes of establishing the extent of the low benefit
disregard.

Subsection (d) repeals section 402(a)(8)(D), the requirement
that the earned income disregard, currently $30 plus one-
third of the remainder, only be available to current or
recent recipients, or to families who would be eligible
without the application of that disregard. This amendment
establishes so-called "eligibility to the break-even amount".

Definition of Resources and Allowable Limits

Section 105 amends section 412 of the Act to authorize

the Secretary to specify items to be excluded from and
included in resources; the bill would also prescribe allowable
resource limits for State AFDC plans. The allowable amount
must be at least $750, and may be as high as $1,750,

at State option. Those States that have resource limits
higher than $1,750 in effect for September 1981, will

not be required to lower their resource limits.

. Items to be included in and excluded from resources are
specified (in addition to the Secretary's rules) and generally
parallel the applicable provisions contained in section

5 of the Food Stamp Act of 1977 and the implementing regu-
lations. Excluded from resources are: the home, a burial
plot, household goods and personal effects, the cash surrender
value of life insurance (up to limits prescribed by the
Secretary), property which provides a reasonable rate of
return or is essential to the employment of a family member,
amounts received from a public agency for restoration of

a home or business damaged in a disaster, and resources

that cannot be readily converted to cash by any family member.

This section also adds two paragraphs to section 402(a):
State plans must provide that liens will not be placed against
property of AFDC recipients, and that individuals will be
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ineligible for AFDC if they dispose of property having an
uncompensated value of more than $3000 within 24 months

of applying for benefits or while in recipient status. A
period of ineligibility ranging from 6 to 24 months (depending
on the amount of uncompensated value) applies to the individual
in the family who disposes of property. If he recovers the
resource or its fair market value, however, the period

of ineligibility ceases at that time and his eligibility

will be considered under the current circumstances.

These amendments will be effective October 1, 1981.
Part B -- Eligibility and Benefit Structure

Eligibility for AFDC by Reason of the Unemployment of
a Parent

Section 106 amends section 407 of the Social Security
Act, the unemployed father program.

Subsection (a) removes the references to "unemployment of

a father" and broadens the statutory language to include
either parent, whichever is the "principal earner" (a

term defined by the amendment made by subsection (c) below).

Subsection (b) would amend section 407(a). Unemployment would
be determined in accordance with regulations of the Secretary,
as under current law. However, section 407(a) of the Act
would be amended to indicate that those regulations will pre-
scribe a uniform minimum monthly level of earnings expected
from full time employment -- thus defining the limit of
unemployment. Such a limit, if prescribed at the present
time, would equal $500 per month.

Subsection (c) repeals the requirement that the unemployed
parent have been employed for at least 6 out of 13 quarters
in the period ending a year before the application for

AFDC (or received unemployment compensation within the year
prior to application).

Subsection (d) adds a definition of principal earner to
section 407 -- whichever parent, living in the home, earned
the greater amount in the six months preceding application
for AFDC (although the Secretary is given authority to issue
rules to avoid hardship or deal with unusual cases).

Subsection (e) makes various conforming changes in section
402(a)(19) of the Act, pertaining to referral for and
subsequent requirements relating to employment services
and acceptance of employment or training. A new clause is
added to section 402(a)(19)(A) to exclude from the work
requirement the second parent in the unemployed-parent
family, unless the parent who is the principal earner has
failed to comply with all applicable requirements.
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Subsection (f) repeals the requirement currently in section
407(b) that the parent undergo a 30-day waiting-period
(i.e., must have been unemployed for 30 days) before
receiving AFDC.

Subsection (g) describes the effective dates. The amendments
made by subsections (a), (b), (d), and (e) become effective
October 1, 1980; the deletion of the "6 out of 13 quarters"
test and of the 30-day waiting period occur October 1,

1981.

Amount of Benefits for Child not Living with Relative
Responsible for his Support

Section 107 of the bill would add a new section 413 to
part A of title IV, effective October 1, 1979, to describe
the circumstances under which the States may reduce the
AFDC grant in accordance with Secretarial regulations.

The reduction, to recognize the reduced financial need

for the costs of shelter and utilities that occurs in many
such cases, may be made when there is no relative in

the household legally responsible for their support or when
the support of the relative is being provided from another
source.

Definition of Dependent Child; Mandatory Coverage of Certain
Individuals

Subsection (a) of section 108 amends section 406 of the Act
to limit the definition of dependent child, as applicable

to those over age 17 and attending school beyond the
secondary level, to those attending full-time, and to define
AFDC to include payments to a pregnant women, who would,
following the child's birth, be eligible for AFDC. Subsection
(b) amends section 402(a), the requirements for State plans,
to require coverage of all dependent children including
dependent children of unemployed parents, the pregnant

women described above, and the parent (or both parents,

in incapacity or unemployment cases) of the dependent child
living in the same home. However, at its option, the

State may exclude dependent children who are over 17 and
attending school beyond the secondary level.

These amendments become effective October 1, 1981.



Benefit Standards

Section 109 of the bill would mandate a national minimum
AFDC benefit. Subsection (a) amends the AFDC plan require-
ments so that an approved plan must provide for making
payments of the difference between a family's (countable)
income and the State's monthly cash needs standard. That
standard may be no less than the amount which, together
with the value of food stamp allotment the family would
receive (as a household having no income other than AFDC
and applying only the standard deduction of the food stamp
program), equals 65 percent of the poverty level (prescribed
below).

Subsection (b) amends section 402(a)(l)--the Statewideness
plan requirement. It allows an exception to that general
rule so that, so long as they are at or above the minimum
benefit level, (1) States may have no more than six monthly
needs standards depending on the geographic area of the
State to which they apply, and (2) six additional, lower,
levels for the unemployed parent cases.

These amendments become effective October 1, 1981; however,
a State may grandfather the payment standards for families
that received AFDC for September 1981 if those pre-existing
standards are higher than the required monthly cash needs
standard that would otherwise be applicable to the family.
Further, for four years after the effective date of this
amendment, States may have a greater number of geographic
variations than described above so long as the State has

an approved amendment to its AFDC plan demonstrating that
it is making substantial progress toward meeting the required
number of variations by the end of the four years.

Income Poverty Guidelines; Adjustment for Changes in the
Consumer Price Index

Section 110 of the bill would add a new section 414 to

part A of title IV of the Social Security Act, containing
definitions and procedures for establishing several critical
amounts alluded to in various other amendments made by this
bill and described above.

"Income poverty guidelines” are those prescribed by the’
Office of Management and Budget for the nonfarm population
of the United States (and as adjusted by OMB pursuant to
section 625 of the Economic Opportunity Act of 1964). For
the first nine months of fiscal year 1980, the guidelines
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prescribed for 1979, adjusted by the change in the Con-

sumer Price Index from December 1977 to December 1978, will
be used; for the twelve months beginning with July 1980

(and each 12 month period thereafter), the guidelines for the
same year will be used, adjusted by the CPI change for the

12 month period ending with the preceding December.

The monthly allotment of food stamp coupons under the Food
Stamp Act of 1977 will be determined for the first nine
months of fiscal year 1980 by reference to the allotments
that would have been available for the January - June

1979 period. Thereafter, for any 12 month period beginning
with July, the allotments are determined with reference

to the schedules for the preceding 6 months.

These amendments are effective upon enactment.

Determinations of Eligibility; Representation of Claimants;
Notice and Opportunity for Hearing

Section 111(a) amends section 402(a)(4) of the Social Security
Act to delineate a claimant's rights and responsibilties.
Subparagraph (A) states his right to opportunity to apply

for assistance; subparagraph (B) requires a prompt determination
of eligibility, and notice (and payment, if the applicant

is eligible) of the determination within 30 days. For

those applicants whose eligibility cannot be determined within
30 days, for reasons other than the applicant's failure to
cooperate, subparagraph (C) requires the plan to provide

that they be found "presumptively eligible" and be provided
cash assistance for three months (two months for AFDC-UP
families) or until the determination is made, whichever is
sooner, and that the payments on the basis of presumptive
eligibility not be considered overpayments. Subparagraph (D)
requires replacement of lost or stolen checks within 10

days from the date replacement was requested (if requested
between the third and thirtieth day following the usual
delivery day). Subparagraph (E) reguires the plan to provide
notice and opportunity for a hearing and that, if action
adversely affecting a recipient's payment is taken based

upon information furnished by the recipient, or because

of this failure to report, notice will be sent to arrive

no later than the date upon which the action will become
effective. Subparagraph (F) requires the State to allow
clients to be represented by lawyers (or any other of

their choice) in any matter involving the State or local
agency. ’

Subsection (b) repeals section 402(a)(10) since its sub-
stance is consolidated into section 402(a)(4).
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Subsection {(c) amends section 406 to state that payments
on the basis of presumptive eligibility and payments to
replace lost or stolen checks are aid to families with
dependent children, and could, therefore, be included
for Federal matching.

Period for Determination of Aid:; Times at which Payment
must be Made. :

Section 112 of the bill adds a new paragraph (21) to the
statutory requirements for State plans. It pertains to the
effective date of the application, the period for determina-~
tion of eligibility and calculation of aid, and the time (or
times) during the month at which payment must be made.

Most requirements are new; a few reflect a reorganization

of the provisions of existing law.

Subparagraph (A) requires that an application will be effective
for the month preceding the month of f£iling, but the State

may pro rate the first payment by the number of days that
elapsed in the month of filing before application was made.

Subparagraph (B) requires that Staies determine eligibility
for and amount of assistance for & month at the time (or
times) prescribed by the Secretary after the close of the
month and that all income received by a family member before
the date of application, and family composition and amounts
of resources, to 'the extent there have been changes from

the month preceding application to the month of application,
will be treated in accordance with the rules prescribed

by the Secretary (consistent with a new subsection (d) added
to section 402(a)) to the extent it affects eligibility or
benefit amount for the month of application or the preceding
month. Subsection (d) would require the Secretary to pre-
scribe rules for the first two months® payments that pro=-
vide for an uninterrupted transition to the retrospective
accounting system and that, with respect to factors affecting
eligibility and benefit amount in the first two months, will
allow the Secretary to take appropriate account of changes
in a family's circumstances that have recently occurred and
to assure that initial benefits will reflect the family's
current, rather than its past, need for AFDC.

The new paragraph also requires that payment of at least

half the amount for which the family is eligible be made
within the month after application, and that payment of

at least half the monthly amount be made when the determina-
tion of eligibility occurs (unless the regular day for payment
is within the next week).
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Also, the plan must provide that with regard to unemployed
parent cases, after the first two months, the family will

be eligible for any month only if the Secretary of Labor
certifies that employment for that month was not offered

to the principal earner (or if the Secretary fails to submit

any certification).

An additional plan requirement is added to assure that the
State will review, at least annually, all facts relevant
to a family's eligibility and that the State will adopt
all rules for reporting by recipients that the Secretary
requires.

These amendments are effective October 1, 1981, but if the
Secretary finds that although the State does not fully meet
these requirements, it is moving to place all its cases
into a phased review cycle, and will complete that process
within the 6-month period that begins with the effective
date of the requirement, the Secretary may conclude that
the State plan is not out of compliance with Federal rules.
The State is also give the option of implementing these
amendments at any earlier date following enactment, with
the approval of the Secretary. Such a State may also have
a six-month period to phase in its cases on the rolls at
the selected effective date.

Provision is also made for a transitional payment, when the
State shifts from prospective to retrospective accounting.
Since no benefits would otherwise be paid in that month,

a transitional payment will be made to each family eligible
for AFDC for the preceding month. The amount of the tran-
sitional payment will be the same as the amount the family
received for the preceding month, plus, if the (retro-
spective) payment will be made later than the tenth day

of the following month, that amount pro rated by the fraction
of the next month elapsing before payment will be made.

The transitional payment will be treated as an AFDC payment,
and the increase because of the elapsed days in the following
month must be disregarded from income under any other

Federal or State program.

Employment Requirement and Services Related to Employment

Section 113 contains varicus amendments to section 402(a)(19)
of the Social Security Act, the requriements related to
employment, training, and related services. The general
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purpose of these amendments is to retain the requirement
for participation in the employment related activities,
leading up to referral for employment and training, but
without limiting the means of satisfying those requirements
to referral to and participation in the work incentive
program established under part C of title IV of the Act.
These amendments will make it possible to bring work in-
centive programs and similar programs operated under the
Comprehensive Employment and Training Act (CETA) together
in a more integrated administrative framework. (The Adminis-
tration will be proposing related amendments in companion
draft legislation to amend the Comprehensive Employment and
Training Act.)

Subsection (a)(2) does make an amendment of substance
(currently contained in regulations); it specifies that

for purposes of section 402(a)(19) of the Act, good cause
for refusing employment or training exists if an individual
would have less income after accepting the job or training
opportunity than he did before. (When making this compari-
son, income has the same meaning as it does for AFDC, plus
whatever publicly funded in-kind benefits the Secretary

of Labor specifies.)

A second change is the amendment of the sanction provision
in section 402(a)(19)(F)(i) that would leave to State option
(rather than require, as under present law) the making of
protective payments for the child of a relative who refuses
to comply with the work requirement.

Another substantive change concerns the sanction that is
applied following a refusal (without good cause) to accept
employment. The amendment would repeal the sixty-day delay
in the imposition of specified sanctions if the individual
accepts counseling designed to persuade him to participate
in the program. Instead, there is a 30 day delay period
after which the prescribed sanction must be imposed for

at least 45 days (or until the individual withdraws his
refusal), whichever is later.

Part C of title IV of the Act is amended to allow the

Work Incentive Program, as currently administered, and
similar programs under a new part E of title II of CETA

to be administered under an integrated administrative

system. These amendments will serve to better coordinate
WIN and CETA activities, better utilize CETA programs,
especially those that will be proposed as a new part E of
title II, to serve similar populations, and avoid dupli-
cation of services between WIN and CETA. References through-
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out the bill are made to "employment and training services"”,
rather than "manpower services" as currently in the law,
in order to bring WIN into closer conformity to CETA.

As amended, section 431 would authorize the appropriation of
funds directly to the Secretary of Labor, rather than to the
Secretary of Health, Education, and Welfare who currently
transfers the funds to the Secretary of Labor. Subsection
(a)(2) would mandate that joint appropriations for WIN
programs and any similar CETA functions specify the amount

to be used for work incentive programs. Subsection (c)
changes the allocation formula to reflect both State AFDC
caseload and costs of providing services, to assure continued
support for needed services.

Section 432, as amended, would require that the programs

be statewide and be administered by agencies and authorities
which the Governor would designate. The Secretary of

Labor will deal directly with public or private agencies

only in cases where the State plan is disapproved. Conforming
references throughout the amendments to part C of title

IV therefore change the administration of the WIN program
from the Secretary of Labor directly to the State.

Section 433 as amended would require the plan to provide

for an administrative system for coordinating employment

and training services between WIN and CETA, would require
establishment of statewide and labor market area planning
committees to plan both this and similar programs under

CETA and would require the plan so produced be approved

by the Secretary of Labor in consultation with the Secretary
of Health, Educatlon, and Welfare. The program so developed
would provide services for both WIN reglstrants and other AFDC
eligible individuals requesting such services. As with

other prov151ons mandating coordination between WIN and
CETA, section 433(a)(3) specifies that when any activities
mandated by part C of title IV can be carried out by

a similar program under CETA, the State plan for this

and CETA must be an integrated plan consolidating similar
provisions.

Section 433(i), describing the conditions under which public
service employment programs may be operated, is amended

to mandate use of the CETA system as the principal provider
of such jobs either by specific agreements with prime
sponsors or otherwise. It therefore deletes all the current
conditions which govern public service employment.

Section 435 is amended to require cash contributions,
rather than in-kind, as currently allowed, for the 10%
State share in the WIN program.
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Although the proposed program will be operated under appro-
priations made directly to the Secretary of Labor, joint
Federal administration is preserved by requiring concurrence
of the Secretary of Health, Education, Welfare in regulations
for the WIN program and by providing for the establishment

of a national coordination committee to review and recommend
procedures and policies, including coordination with CETA.
Current law mandates joint regqulation and the national
coordination committee, but allows state plan to be reviewed
and approved at the regional level. The change would strengthen
the Federal role and facilitate closer coordination and

use of the CETA system.

These amendments become effective October 1, 1981, except

that the amendment made by subsection (a)(5) and (6) and
subsection (c) (to leave to State option the decision

to make protective payments for the child if the relative
refuses employment and imposing, after a 30 day period,

a sanction of at least 45 days and continuing until withdrawal
of the refusal) are effective October 1, 1979.

Assistance to Meet Emergency Needs

Section 114 of the bill adds a new section 415 at the end
of part A of title IV of the Act relating to assistance for
families with children to meet their emergency needs. That
section defines "emergency needs" (those arising from an
accident or disaster or other uncontrollable, unpredict-
able or nonroutine event) and "eligible family" (one that
receives AFDC, or whose income is not more than twice

the poverty guidelines and whose resources meet a State
prescribed limit between $750 and the allowable resource
amount for AFDC), and "assistance to meet emergency needs"
(assistance in the form of cash, vendor payments, or other
forms found appropriate by the State). The authorization
for FY 1982 would be $200 million (and such sums as are
necessary for subsequent years).

Subsection (b) adds a plan requlrement so States must provide
assistance to meet emergency needs, in accordance with priorities
prescribed by the Secretary.

Subsection (c) makes the necessary amendments to section 403

of the Act, payments to States, to set up block grants td

States for this purpose. Half the available funds are distributed
among the States on the basis of AFDC caseload, the other

half on the basis of State spending for AFDC. If any of these
amounts are not spent by a State, it may retain one-third

for use in the subsequent year for emergency assistance, and
return the remainder to the Secretary. He may reallot so

much of those amounts as do not exceed 5% of the total appro-
priation for that year.

The remainder of this section makes necessary conforming
amendments.
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Part C -- Federal Financial Participation;
Administrative Improvements;
Related Medicaid Amendments

Increased Federal Financial Participation

Section 115 of the bill amends section 403 of the Act to
increase the Federal support for State AFDC programs.
Effective October 1, 1981, an additional amount for each
quarter equal to 10 percent of the non-Federal share of
total expenditures in that quarter for aid to families
with dependent children deprived by reason of the death,
absence, or incapacity of a parent, and 30 percent of the
expenditures for aid in unemployed parent cases, would

be provided to each of the fifty States and the District
of Columbia. States must pass through to the localities
a portion of this additional payment that is proportional
to the localities' participation in the non-Federal share
of AFDC expenditures.

Limitation on Fiscal Liability of States

Section 116 amends part A of title IV by adding a new
section 417, establishing, effective October 1, 1981, a
limitation on State fiscal liability under the AFDC program.
Section 417 would provide:

(a) If, in FY 1982, or any of the following four fiscal
years, a State's "allowable expenditures" exceed 95 percent
of its "fiscal liability base" (both terms are defined
below), the Secretary will pay the amount of that excess

to the State. For fiscal years 1987 through 1989, he will
pay a declining proportion (starting at 100 percent, and
decreasing by one-third percent each year) of the excess
determined for 1986. The State must agree to "pass-through"
to political subdivisions that contribute to the non-federal
cost of AFDC a proportionate share of these payments.

(b) "Allowable expenditures" -means a State's expenditures
for aid to families with dependent children in fiscal year
1982 (or any of the following four fiscal years) times

(in situations in which there has been a real benefit
increaSe) the ratio of the average monthly AFDC payment
for an indigent individual in FY 1979 (or, if greater,

the mandatory minimum AFDC payment level) to the average
monthly payment to such an individual in FY 1982 (or the
subsequent fiscal year). The State's "fiscal liability
base" is the non-Federal share of expenditures for aid

to families with dependent children in 1979, indexed to
reflect changes in the cost of living from FY 1979 to

FY 1982 (or the subsequent fiscal year).

(c) Additionally, in recognition of the possible increase
in the Medicaid caseload because of the new AFDC requirements,
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States may increase the amount of the allowable expenditures
described above by: the average amount of medical assistance
furnished to an AFDC family in 1979 (indexed for changes

in the cost of living from FY 1979 to FY 1982 (or the sub-
sequent fiscal year)), times the increase in the number

of AFDC families eligible for medical assistance between

FY 1979 and FY 1982 (or the subsequent fiscal year).

(d) Finally, States may increase their "allowable expendituresg"
for 1982 or the subsequent fiscal year) by the product

of the average administrative cost per case in FY 1979

(indexed (times the increase) to 1982 or 1983) times the
increase in the average monthly number of cases throughout

the applicable year.

Administrative Improvements

Section 117 amends section 402(a)(5) of the Act, the

Plan requirement for necessary methods of administration,

to specify some of the particular areas in which the Secretary
will be issuing regulations for required administrative
methods. They will deal with a variety of administrative
matters related to a State's operation of the program,

such as prospective budgets for its administrative costs,
allowable costs and cost allocation rules, fiscal controls,
and quality control procedures. This amendment will be
effective October 1, 1979.

¢

Programs for Mechanized Processing and Management Information

Systems

Section 118 would amend section 403 of the Social Security

Act to make improved Federal matching available to States

that develop and operate computerized management information
systems for their AFDC programs. - The matching rate would

be 90 percent for the costs of development and implementation
of such systems, and 75 percent for their ongoing operation.
The States's system must meet specified criteria in order

to qualify for the increased support, including matters

such as the compatibility of State systems with each other

and with those of the Social Security Adminsitration to the
extent necessary to permit the conduct of periodic screening
between jurisdictions. The State may, at its option use these
systems in it administration of other Social Security Act
programs. However, the Secretary will prescribe cost allocation
rules and no part of the costs attributable to the programs
other than AFDC may be included for matching under the AFDC
program. Additionally, the Secretary would be directed

to provide necessary technical assistance to enable States

to develop and operate such systems. These amendments

will become effective October 1, 1979.
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Assis;anée for the Development of Administration Improvements
in AFDC Programs

Section 119 would add a new section 418 to the Act, author-
izing the Secretary to make funds available to any State
agency by administering a plan approved under the Social
Security Act, to assist the agency in developing improved
or innovative administrative techniques to enhance program
administration. Specific administrative objectives are
described that proposals must meet in order to be funded
under this new section. Funding would be available for

up to 75 percent of the costs; none of these Federal funds
would be available for computer-related expenses or expenses
of routine administration. These amendments would be
effective upon enactment.

Corrective Action Regarding Overpayments and Underpayments

Section 120 adds a new plan requirement to section 402(a);
effective October 1, 1980, State AFDC plans must provide
for the recovery of overpayments, and for the making of
payments to correct erroneous denials or underpayments
previously made.

AFDC Recipient Review

Section 121 of the bill amends section 402(a) of the Act,
effective October 1, 1979, to require the State AFDC plan

to provide that the State will, together with other State
welfare agencies, review its caseload to verify the identity
of recipients and determine whether a recipient is receiving
AFDC, or any other Federally supported benefits, under

the same program in more than one State.

Monitoring and Assessment of Performance in the AFDC Program

Effective upon enactment, section 122 of the bill would add

a new section 1117 to the Social Security Act. That new
section would direct the Secretary to develop procedures

for monitoring and assessing performance, at least annually,
of the effectiveness of the statutory plan requirements

and the AFDC plans, as implemented, in achieving the purposes
of the law.

Technical Amendments to Incentive Adjustments for AFDC
Quality Control

Section 123 of the bill contains technical amendments to
section 403(j) of the Social Security Act, a new provision
added by ‘the Social Security Amendments of 1977. That
subsection of the law authorizes incentive payments to
States with low erroneous payments. Further, no distinction
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is presently made in the law between erroneous expenditures,
i.e., overpayments to eligibles or payments to ineligibles,
on the one hand, and so-called negative case actions,

or underpayments (or the failure to make payments) to
eligibles. Therefore, this section would amend section
403(j) to define these different types of case actions

and provide specifically for the manner in which each

class should be taken into account in calculating incentive
payments. Because these amendments are essential to the
calculation of incentives, they would be effective January
1, 1978, the date that subsection (j) first went into
effect.

Amendments to Medicaid Program

Section 124(a) amends section 1902 to specify that, for pur-
poses of categorical eligibility for Medicaid, an individual
will only be considered to be an AFDC recipient if he re-
ceived Medicaid in one of the four preceding months based
on his receipt of AFDC, or he would, in the current month,
be eligible for AFDC without application of the disregardg
from earned income of $70 plus one-third of the remainder.

Subsection (b) amends section 1902 of the Social Security Act
to specify that, if a State AFDC plan did not, for September
1981, include dependent children of unemployed parents,

then the State's Medicaid plan need not include such families
when the Federal requirement for their inclusion in AFDC
becomes effective on October 1, 198l1. Also, if the State's
Medicaid plan for September 1981 did not include coverage

of the medically needy, then medically needy coverage sub-
sequent to September 1981 is not required to include the
medically needy families with an unemployed parent. Finally,
subsection (c) amends section 1903(f)(2) so that, in evaluating
a family's income to determine whether it is medically

needy, the AFDC earned income disregard of $70 plus one-third
of the remainder will not be applied.

‘Part D -- Implementation

State Implementation of Amendments

Section 125 authorizes the Secretary of Health, Education,
and welfare, to allow a State (at its request) to implement
over a six month period certain of the amendments that this
bill would make. 1In the case of changes in the criteria

for determining eligibility for or amount of aid to families
with dependent children, the amendment may be phased in

if the Secretary finds that it will be accomplished for
recipients of AFDC over the course of the six-month re-
determination cycle, and that that phasing is consistent
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with the proper and efficient operation of the AFDC plan.
No such gradual effectuation is authorized, however, for
applicants for AFDC.

Applicability of Amendments to the Territories

Section 126 specifies which sections of the bill apply only
to the 50 States and the District of Columbia, and which
apply as well to the territories (which for this purpose,
includes Puerto Rico, Guam, the Virgin Islands, and the
Northern Mariana Islands).

" Part E -- Amendments to the Internal Revenue Code
Affecting the Earned Income Credit

Governmental Payments to be Disregarded for Purposes of
Support and Maintenance of Household Tests

Section 127 of the bill would amend section 2 of the Internal
Revenue Code of 1954 to provide that, when determining whether
a person is supported by himself or by another individual,

or when a person is maintaining a household, amounts provided
under a public program of assistance used for support or for
maintenance of a household will not be taken into account.
This amendment will become effective January 1, 1980.

Amendments to the Earned Income Tax Credit

Section 128 amends the Internal Revenue Code of 1954 to make
the following changes for years after 1981 in the earned
income credit: section 43(a) of the Code would be amended

to allow a credit equal to 12 percent (rather than 10
percent) of earned income not in excess of $5000. The
limitation on the credit, contained in subsection (b),

would be amended to provide a maximum credit of $600 (instead
of $§500) and provision would be made for reduction of

the credit by 15 percent (rather than 12.5 percent) of
adjusted gross income over $7000 (instead of $6000). The
definition of earned income would be amended to expressly
exclude earnings from services performed in a public service
job if such earnings are paid in whole or in part, from

funds provided under title II of the Comprehensive Employment
and Training Act of 1973.

TITLE II -- SUPPLEMENTAL SECURITY INCOME
Part A -- Food Stamp Cash-Out

Food Stamp Cash-Out for SSI Certain Recipients

Section 201 of the bill amends part A of title XVI by adding
a new section providing cash payments in lieu of food
stamps for certain SSI recipients.



-19-

Section 1619 of the Social Security Act would provide as
follows:

(a) The Secretary will make a cash payment, in addition to
the SSI benefits (which, throughout this section, includes
Federally administered supplementary payments) payable to

an individual, in the case of each such beneficiary living
alone (in his own household) or living with others all of
whom are SSI beneficiaries. The payment will be made together
with the SSI check and will be excluded from income in
determining the amount of the Federally administered sup-
plementary payment.

(b) The Secretary will establish one amount for eligible
individuals, and another for eligible couples. The amount
will equal the value of the coupon allotment to an aged
individual (or couple) with no income other than the SSI
benefits, and subtracting only the standard deduction speci-
fied in section 5(e) of the Food Stamp Act of 1977 and one-
half the maximum excess shelter deduction specified in that
.in that section, currently $75. In establishing these amounts,
the Secretary will only consider supplementary payments if
they are made to at least half the SSI beneficiaries in

the State. If the State has geographic variations, the
lowest one will be used, and the SSI benefits (to determine
the amount of coupon allotment) for each fiscal year will be
the statutory benefit amount in effect for July of the
preceding year.

These amendments will be effective October 1, 198l1. An
individual who is eligible for an additional payment in
lieu of food stamps, and received food stamps for September
1981 in a greater amount, will receive the latter amount

so long as it is greater and he is continuously eligible
for SSI, and ending with the month he no longer lives in
his own home, or moves out of the State in which he resides
during September 1981. Any person who receives the additional
payment will be ineligible for food stamps (or inclusion

in a food stamp household). Any State which has cashed

out food stamps (and includes the bonus value of food
stamps in its State supplementation levels) shall pay only
the difference between the additional payment in lieu of
food stamps and the bonus value already paid through

the State supplementation.

Part B -- Improvements in Standards for Determining
Eligibility and Amount of SSI

Eligibility of Couples Living Apart

Section 202 of .the draft bill would amend section 1614(b)
of the Act, the section containing most of the definitions
used in the SSI program, to modify the definition of eligible
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spouse. An individual would cease to be the "eligible
spouse" of another after they had been living apart for more
than one calendar month, rather than six months as in existing
law. The current six month period imposes real hardships
upon separated couples; they are living apart and hence
incurring the greater living expenses occasioned by separate
residences, but they can only be paid at the lesser rate
which is designed for a couple living together. The

one month separation requirement would allow the couple's
living arrangement to stabilize before the recomputation

of SSI benefits is required but would not impose what

seems to be an excessively protracted waiting period.

During that one month period, the couple would be paid

on the basis of whichever of their (separate) living
arrangements yielded the higher amount.

In addition, this amendment would treat a husband and wife
as living apart, even though they may be living in

the same medical institution. Since institutional charges
for members of a couple are assessed on an individual basis,
and thus in such cases the rationale for a reduced SSI
benefit for couples--economies of living together--is

not applicable, the couple members should be treated as
individuals for SSI purposes.

Eligibility of Individuals in Certain Medical Institutions

Section 203 of the draft bill would amend section 1611(e) of
the Social Security Act to provide a one month delay for an
institutionalized SSI recipient before either making him to-
tally ineligible (if he is now residing in a public
institution and Medicaid payments are not made on his behalf)
or applying the reduced $25 payment standard (if Medicaid

is making payments to the institution for the individual).
Under present law, the sharp reduction in SSI benefits

in the case of an individual who has come to rely upon

them to maintain his residence outside of an institution

can be extremely harsh when the period of institutionalization
is not long. In such cases the recipient must continue

to pay expenses in connection with his permanent residence

so that he can return there. For this reason, continuing

to compute payments under the same living arrangement
assumptions as applied in the previous month, for a period

of one additional month, is considered reasonable. This

one month extension will only apply to individuals who
received SSI for the preceding month and may therefore
reasonably be assumed to rely upon the payment. This proposal
is also intended to coordinate with the amendment made

by the preceding section. If one member of a couple

goes into an institution (and thus they are living apart),
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they may continue to receive a couple's benefit for one
more month. Thereafter the reduced standard would apply,
but at the same time the couple could be treated as two
individuals and the income of one would not count against
the other.

Earned Income in Sheltered Workshops

Section 204 of the bill would provide for treating income
received in a sheltered workshop setting as earned income

in all cases for purposes of determining eligibility for

and the amount of SSI benefits. This would correct the
inequitable situation under current law in which sheltered
workshop income of some SSI recipients must be treated

as unearned income (and as such is subject to only a $20

per month exclusion) simply because the recipient is engaged
in a rehablitation program and thus is not in an "employee"
relationship with the workshop. Sheltered workshop income of
SSI recipients who are not engaged in a rehabilitation program,
and thus are employees, is treated as earned income and is
subject to more liberal income exclusions ($65 per month plus
one-half of the remainder).

Exclusion from Resources of Burial Plots

Section 205 would amend section 1613 of the Social Security
Act to provide for the exclusion of burial plots from the
resources of an individual. Such an exclusion would allow
low income people, usually the elderly, to receive SSI
benefits without being forced to choose between retaining

the burial plot or a small amount of savings. There is often
enormous resistance on the part of the aged to giving up

a burial plot, especially when doing so would mean the person
could not be buried at the same location as other members

of his family.

Exclusion from Resources of Funds Set Aside for Burial
Expenses

Section 206 would amend section 1613 of the Social Security
Act, prescribing rules for the treatment of resources under
the supplemental security income (SSI) progam, to provide for
an exclusion from countable resources of amounts set aside

to meet the burial expenses of an eligible individual or his
spouse who is living with him. Each may exclude up to $1500
in a separately identifiable fund for burial expenses, but
that amount must be reduced by the amount of any whole life
insurance policies that have been excluded from resources,

or irrevocable burial trusts, either of which would serve

the same purpose. Further, if the amount set aside for burial
expenses is used for another purpose, or any excluded cash
surrender value is obtained by the individual, future SSI
benefits will be reduced by a like amount.
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Exclusion of Certain Real and Personal Property from Income

Section 207 of the draft bill would amend the SSI program
to add to the list of exclusions from income unearned
income in the form of real or personal property (1) which
would be excluded from resources (e.g., a house which

the individual inherits and thereupon moves into), or (2)
which is not readily convertible to cash and is not in
the form of food or clothing. It can be extremely harsh
to reduce an individual's benefits in a month that he
receives, for example, a gift or inheritance even though
he can't use it to meet normal living expenses.

Also, it serves no program purpose to count as income
property which will immediately be excluded from resources.
The property would continue to be treated as a resource,
subject to the overall limit on the allowable value of
resouces. If it caused the total value to exceed the
resource limit, the provision of section 1613(b), on dis-
position of resources, could then be invoked.

Underpayments to Ineligible Spouse of Deceased SSI Recipient

Under section 208 of the draft bill, the underpayment
provision of the SSI program (section 1631(b) of the Social
Security Act) would be amended to allow the correction of
underpayments vith respect to a deceased SSI recipient by
making payment to his surviving spouse who was living with
him at the time of death, regardless of whether the spouse
is eligible for SSI. '

Under the provisions of current law, such payments may
only be made to a surviving eligible spouse. This
restriction causes hardship for a surviving ineligible
spouse who may have incurred debts providing for the
needs of the SSI recipient prior to his death and
expected to make payment from the SSI benefits of the
eligible individual. Enactment of this proposal would
alleviate the hardship caused when the ineligible spouse
cannot receive the underpayment and would greatly enhance
public understanding of the program.

Increased Payment for Presumptively Eligible Individuals

Section 209 of the bill would amend that provision of the
Social Security Act which authorizes cash advances of SSI
payments to meet cases of financial emergency. Under
section 1631(a)(4)(A) of the Act, as presently in effect,
payments may be made to a presumptively eligible individual
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of up to $100 per month. This amendment would liberalize

the provision in. two regards: first, it would allow payment
of up to the full amount of monthly benefits, and second,

the . amendment -would permit such a payment to be made for
three successive months. The amounts contained in the
proposal are more realistic in light of the current cost

of living and would allow the Secretary to be more responsive
to the immediate needs of indigent individuals. However,
this provision, as amended, would continue to be tightly
administered as under present law so as to limit is applica-
bility to individuals where there is a strong presumption

of eligibility and who are facing clear financial emergencies.

In-Kind Remuneration

Section 210 of the draft bill would amend section 1612(a)(1l)(A)
of the Social Security Act to broaden slightly the defini-
tion of earned income. That provision presently refers

back to the title II definition of wages, which does not
include remuneration furnished in a form other than cash

for .agricultural or domestic service or service not in

the course of the employer's trade or business. The effect

of that exclusion, when carried over to the SSI program,

is to require the treatment of such amounts as unearned
income, with the resultant dollar-for-dollar reduction

in SSI benefits (after the initial $20 per month disregard).
There is no apparent reason for treating in-kind remuneration
of workers in the SSI program differently from the in-kind
earnings of other workers.

Continuation of Benefits for Certain Individuals Hospitalized
Outside the United States

The present SSI law makes an individual ineligible for
benefits for any month throughout all of which he is out-
side the United States. Section 212 of the draft bill
would amend section 1611(f) to apply a special rule,
consistent with a provision in the Medicare program, for
SSI recipients receiving inpatient hospital services
provided outside the United States. The amendment made by
section 211 would provide that an individual will be eligible
for SSI if he is outside the United States to obtain
inpatient hospital services because the foreign hospital
is closer to his home or more readily accessible than the
closest adequate facility within the United States, or,
in the case of emergency hospital services he was within
the United States (or traveling between Alaska and another
State) when the emergency requiring hospitalization
occurred, and the foreign hospital was closer than the
nearest alternative facility within the United States.
This amendment is consistent with the general intent of
the restriction of SSI eligibility to those within the
United States, while making an exception for reasonable
situations.
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Extension of Special Income and Resource Provisions

Section 212 of the proposed bill would amend sections 1611(g)
and (h) of the Social Security Act to extend the appli-
cability of those special grandfathering provisions relating
to income disregards for the blind and to resource limits.

The grandfathering protection would continue until the
individual had been ineligible for either an SSI benefit

or a State supplementary payment for six consecutive months.
Under the present law, recipients who were converted from
the superseded State administered programs are entitled

to have the resource exclusions and, in the case of the
blind, the income disregard rules, of those programs applied
to them until the expiration of a six month period during
which they are ineligible to receive SSI benefits. However,
in some cases, individuals would (usually because of income)
be eligible for a State supplementary payment and therefore
on the program rolls continuously although ineligible for
the basic Federal payment. It seems inequitable and without
any program purpose to cause one group of recipients to

lose its eligibility for grandfathering protection while
preserving it for another group in almost identical circum-

stances.

Deletion of Term "Child"

Section 213 of the draft bill would repeal section 1614(c)
of the Social Security Act, the definition of the term
"child" for purposes of the SSI program, and make several
minor conforming amendments. A "child" under current law
is under 18, or if a student, under 22, and is neither
married nor the head of a household. This term is then
used in various places throughout title XVI; for example,
there is a special definition of disability in the case of
a child under 18, and special rules on the effect of

a parent's income and resources on the eligibility of

a child under 21. There seems to be no reason, however,
for having these special rules apply to a "child" under
some specified age rather than an "individual" under the
same age. The primary adverse effect of the use of the
term "child" comes about in the disparity of treatment

of parents' income and resources between students

and non-students, and that distinction seems unwarranted
in the context of the SSI program.

Repeal of Mandatory State Supplementation

Section 214 of the proposed bill would repeal section 212
of P.L. 93-66, the requirement that States pay mandatory
supplementation to maintain the December 1973 income levels
of all SSI recipients who, for December 1973 (the last
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month of the superseded State grant-in-aid programs), were
recipients of State assistance. The requirement is a condition
of continued Federal cost sharing in a State's Medicaid
program.

Attempting to relate current payments to State standards

in effect in 1973 is a task of enormous administrative
complexity, and the relationship to current circumstances
becomes increasingly tenuous as time goes on. This provision
was intended as a transitional device to protect former

State recipients from a loss of income. Now, however, States
should be allowed to set standards for all recipients

within their boundaries and apply them equally throughout.

Limitation on Eligibility for SSI of Persons who Dispose
of Assets

Section 215 of the draft bill would amend section 161ll(e)
of the Social Security Act to preclude SSI eligibility in
the case of an individual who transferred assets, without
compensation if the assets (or portion thereof) trans-
ferred without compensation had a value of $3000 or more.
The bar would apply with respect to transfers occurring
within any 24-month period, beginning with the twenty-fourth
month preceding application. The period of ineligibility
ranges from 6 to 24 months (depending on the amount of
uncompensated value). However, the prohibition would cease
immediately upon the return to the applicant of the
uncompensated portion of the assets, or the payment to

him of their fair market value.

The effect of this amendment will carry over to Medicaid
eligibility without further amendment of title XIX of the
Act except in the case of States applying their 1972 Medi-
caid criteria, under the authority of section 1902(f) of the
Act. Therefore, a brief amendment would be made to that
section to assure that this rule would apply to eligibility
for Medicaid in all States.

Rounding of Cost-of-Living Adjustments

Section 216 would amend section 1617 of the Social Security
Act to provide for rounding the annual SSI benefit amounts
to the nearest $12.00, or, in monthly terms, to the nearest
dollar. Under present law, SSI benefit amounts are rounded
to the next higher multiple of 10 cents. This amendment
parallels the Administration's proposal to round monthly
benefit amounts under title II of the Act to the nearest
dollar and will therefore facilitate relationships between
the two programs.
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Part C -- Improved Administration of the
: SS1 Program

Judicial Establishment of Fees for Representing SSI Claimants

Section 231 would add a new subparagraph (B) to section
1631(d)(2) of the Social Security Act to provide that when
an SSI claimant obtains a favorable judicial decision, the
court may set a fee for the attorney who represented the
claimant. The fee can't exceed 25 percent of past due

SSI benefits, and will represent the full amount which

the attorney can charge for his services in connection with
that judicial proceeding. Title XVI currently authorizes
the Secretary to prescribe fees in connection with administra-
tive proceedings; this amendment would bring the provisions
of title XVI with respect to fees for representation of

SSI claimants fully in line with current law under title

IT and XVIII.

Retrospective Monthly Accounting

Under current law, continuing eligibility for and the amount
of SSI benefits are determined on a prospective quarterly
basis. (Initial applications are considered on a monthly
basis during the first quarter if they are filed in the
second or third month). Of necessity, therefore, income

(as well as other circumstances, such as living arrangements)
affecting eligibility and amount of payment must be

assumed, with subsequent corrective action required should
the assumptions prove to be inaccurate. Section 232 would
amend the relevant sections of title XVI, therefore, to
provide that eligibility and benefit amount will be
determined on a monthly (rather than quarterly) basis, and
will be retrospective.

The. amount of payment that will be made will be determined,
therefore, after the close of the month for which it is
made. Similarly, an application will be effective back

to the first day of the month preceding the month in

which it is actually filed. Special provision is made

for the Secretary to waive the limitations on payment
applicable to individuals in hospitals, nursing homes,

or other medical institutions, in order to facilitate their
leaving the institution and and receiving, in the month

of leaving, an SSI payment in an amount appropriate to

the new living arrangement. The Secretary is also given
authority to prescribe rules for the first two months pay-
ments, in accordance with rules he would issue under a

new paragraph. Under these regulations, first two months'
payments will provide for an uninterrupted transition to
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the retrospective accounting system and, with respect to
factors affecting eligibility and benefit amount in the

first two months, will allow the Secretary to take appropriate
account of changes in an individual's circumstances that

have recently occurred to assure that initial benefits

reflect his current rather than past need for SSI.

Special provision is also made for a transitional SSI pay-
ment to be made in the first month for which the retro-
spective accounting method is effective. Since no benefits
would otherwise be paid in that month, a transitional
payment, to each individual eligible for SSI for the pre-
ceding month, will be made. The amount of the transitional
payment will be the same as the amount the beneficiary
received for the preceding month, plus, if the (retro-
spective) payment will be made later than the tenth day

of the following month, that amount pro rated by the fraction
of the next month elapsing before payment will be made.

The transitional payment will be treated as an SSI payment,
and the increase because of the elapsed days in the follow-
ing month must be disregarded from income under any other
Federal or State program.

Limitation on Federally-Administered variations in State
Supplementation

Section 233 of the draft bill would amend section 1616

of the Social Security Act the section dealing with optional
State supplementation and agreements for Federal administration
of that supplementation. The amendment would prescribe the
specific situations in which the Secretary would be authorized
to administer varying amounts of optional supplementation.

Any changes from the basic amount set by the State, other

than those specified in the revised subsection (c)(2) of
section 1616, could not be included within the agreement

for Federal administration.

Under the proposed amendment, the Secretary may administer
a basic amount of supplementation for an individual living
independently in his own place of residence; in addition,
he may vary that amount at the State's request to take
account of the situation in which an individual:

1) 1lives in the household of another,

2) lives with an essential person whose status has
been grandfathered by section 211 of P.L. 93-66,

3) lives in his own residence with his eligible
spouse, _

4) lives in the household of another with his eligible
spouse, or

5) lives with an eligible spouse and an essential
person.
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With respect the basic amount for individuals living inde-
pently, and to each of the five differing amounts based on
living arrangments, there may be two variations of each

of those amounts (for a total of three amounts per living
arrangement) in recognition of as many as three geographic
classifications within each State.

It should be noted that there would be no Federally administered
variation allowed from the basic supplementary payment amount
by reason of an individual's being aged, blind, or disabled.

In addition, a new paragraph (3) would be added to
subsection (c) to preclude the administration by the
Secretary of a supplementary payment to any individual

to whom the $25 personal needs allowance applies.

The large number of variations which the Secretary has
been asked to administer by some States has greatly added
to the administrative complexity of the SSI program. To
impose outside limits on the number and types of variations
with which he will have to deal should allow reduced
error rates and generally facilitate the administration
of the SSI program.

Elimination of Requirement for Representative Payment of
SSI to Drug Addicts and Alcoholics

Section 234 would delete the requirement that a disabled

or alcoholic cannot receive the SSI benefits for which

he is eligible directly, but rather must have payment

made on his behalf to a representative payee. The effect
of repealing this provision is to allow payment to be

made on the same basis of the same considerations as are
aplied to any other recipient. 1Individual judgments would
be made by the Secretary, and in those cases where it

is found appropriate to safeguard the individual's interest,
payment could be made to a representative payee. However,
that result would not be mandated. This result would contrast
with present law, where payment can only be made through

a representative some situations in which officials of

the facility at which the individual is receiving treatment
assert that direct payment would be consistent with and
enhance the individual's course of treatment..

Adjustment of Retroactive Benefits under Title II on Account
of Advances of SSI Benefits

Section 235 of the draft bill would add a new section 1132

to the Social Security Act. This new section will allow

the Secretary to offset, against retroactive benefits paid
under title II, amounts of SSI benefits paid for the same
period for which the retroactive title II payment is eventually
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made. The retroactive payment would be reduced by the amount
of the SSI benefits which would not have been paid had there
been timely payment made under title II, and the reduction
will go to reimburse the general funds for expenditures

for those excess SSI payments. With this mechanism, each
program will bear its true share of the costs of benefit
payments to an individual. Under current law, an individual
eligible under both the OASDI and SSI programs whose determina-
tion of eligibility for OASDI is delayed can in some cases
receive a windfall--i.e., full payment under both programs

for the same months--since SSI would have been paying benefits
without any reduction because of OASDI. In situations where
State supplementary payments were also made, but would have
been smaller (or zero) had the title II payment been made

on a monthly basis from the time of first entitlement, the
Secretary will reimburse (or credit) the State for its pro
rata share of the adjustment.

This provision will allow a more accurate assessment of
relative program costs and eliminate windfall retroactive
title II benefits which reward individuals merely because
the first payment under title II was delayed.

Replacement of Benefit Checks

Section 236 of the draft bill would amend the payment section
of the SSI law to provide authority for the prompt replacement
by the Secretary of benefit checks which have been lost,
stolen, or destroyed or, for any other reason, not delivered
to the recipient within two days following the usual delivery
day. The Secretary would be directed to issue regulations
specifying procedures for replacement. The legislative
language specifies that the replacement request must be

made within the same month for which the missing check was
issued. The regulations are also to specify the procedures
which will be followed to reconcile accounts with the
Treasury Department. This authority will allow the Secretary
to be more responsive to the immediate and often urgent

need for funds of SSI recipients.

Mandatory Pass-Along of SSI Benefit Increases

Section 237 would make certain technical amendments to

section 1618 of the Social Security Act, the section requiring
States to pass along to SSI recipients increases in the Federal
benefits. The amendments made by subsection (a) would delay
the period with respect to which the pass-along applies

so that these technical amendments would be applicable

to the period for which the pass-along is in effect; under

the amendment it would apply to increases occurring after
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June 30, 1979. Also they would eliminate the requirement
that there be an agreement, and merely have its condition
for Medicaid matching stand on its own. Finally, a fixed
(rather than sliding) time period would be provided for
establishing the 12 month total of expenditures which form
the basis of the alternate condition States can meet under
this section, i.e., rather than maintaining levels of bene-
fits, it can maintain total expenditures for supplementation.
The period would be fixed as the 12 months beginning July
1976, to maintain equivalence with the December 1976 date
that sets the benefit rate that may be maintained as the
primary way of passing along benefit increases.

Subsection (b) would give a State the option of changing
from cash supplementation (paid directly to individuals) to
vendor payments in the case of individual residing in dom-
iciliary or personal care facilities. If a State makes
such a change, the amount of the vendor payments to the
facilities will be subtracted from the State's total
expenditures that must be made in determining whether it
has met the pass-along condition of section 1618.

Two new subsections would be added to section 1618.
Subsection (c) prescribes that the penalty will not be
invoked if the Secretary finds that the State had made

. reasonable efforts to comply with the pass-along conditions,
but fell short of maintaining its total expenditures, to
permit the State to make additional payments after the close
of the relevant 12-month period. The Secretary would also
prescribe by regulation the criteria for determining that
the State was making continuing "reasonable efforts".

Subsection (d) specifies that if Federal participation under
Medicaid is to be withheld, by reason of the State's failure
to make reasonable efforts to comply with the pass-along
requirements, the Secretary shall thereafter withhold Medi-
caid payment otherwise payable until he has recovered the
amount paid under title XIX for the period for which the
State failed to meet the pass-along conditions.

Deletion of Obsolete Reference

Section 238 of the draft bill would delete the cross reference
to section 205(f) of the Social Security Act which appears

"in section 1631(d)(1l) of the Act. Section 205(f), regarding
witnesses who give testimony which can be used against them,
was repealed by the Crime Control Act of 1970 (P.L. 91-452).
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Correction of Incorrect Reference in P.L. 92-603

Section 239 amends section 305(b) of the Social Security
Amendments of 1972 to correct a cross reference contained
therein. Section 201(g)(1)(A) of the Social Security Act
contained the authority for reimbursing the Trust Funds for
portions of administrative expenses attributable to SSI.

In 1976, this provision was redesignated as section
201(g)(1)(B), but the reference contained in section 305(b)
of P.L. 92-603 were not conformed.

TITLE III -- AMENDMENTS APPLICABLE TO TWO OR MORE
PROGRAMS UNDER THE SOCIAL SECURITY ACT

Limitation on Period Within Which Claims for Reimbursement
Must be Filed

Section 301 would add a new section 1133 to the Act to
prescribe express. time periods within which claims for
Federal reimbursement under the public assistance programs
(including for this purpose Medicaid and social services)
must be made. The new section would require that Federal
reimbursement would not be available unless the claim

were made within the two fiscal years following the fiscal
year in which the expenditure occurred. Standards are
also prescribed (with discretion in the Secretary to

allow variations at the request of the State) for determin-
ing when an expenditure is made.

Consolidated Account for Administrative Expenses

Section 302 of the draft bill would amend title VII of the
Social Security Act by adding a new section, authorizing
expenditures from the Trust Funds for carrying out

titles II and XVIII (authority currently contained in
section 201(g)(1l) of the Social Security Act), and
authorizing the transfer of amounts. from the Trust Funds
or from the general fund of the Treasury into a consoli-
dated account for administering all programs for which

the Social Security Administration and the Office of Child
Support Enforcement are responsible. Transfers into the
consolidated account will be made originally on the basis
of estimates; however corrections will be made throughout
the fiscal year, no less frequently than quarterly, on the
basis of actual experience to assure that each Trust Fund
and each general fund program bears only its appropriate
share of the administrative costs. A final accounting will
be made after the close of the fiscal year and amounts
transferred or credited, so that each source of funding
has been repaid, with interest, for any amounts with which
it should not have been charged. If this had not occurred
fully by the close of the following fiscal year, the
authority to use the consolidated account in this way will
cease to exist.
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Research _and Demonstration Authority Under the Social Security
Act

Section 303 makes several amendments to sections 1115 and
1120 of the Social Security Act, pertaining to research
and demonstration projects under the Act.

Subsection (a) extends to part D of title IV (the child
support enforcement program) the authority to waive plan
requirements and limitations on matching in order to
conduct projects to promote the objective of the
assistance titles.

Subsection (b) would raise from $4 million to $20 million
the amount available to the Secretary to make Federal
payments for costs under section 1115 demonstrations that
would otherwise have to be met from non-Federal sources.

Subsection (c) amends section 1120 of the Act to delete

the requirement that all research and demonstration projects
under the Act be approved by the Secretary or Under Secretary,
personally, if the funding is all Federal money.

Improved Financing for the Territories

Section 304 makes several amendments all designed to make
permanent improvements in the financing of the assistance
programs in the territories. Subsection (a) would provide,
beginning in fiscal year 1980, a permanent matching rate
of 75 percent in the assistance programs. Subsection (b)
makes the necessary amendments to section 1108 to double
the ceilings that have been in effect for each year since
1972 (with the exception of 1979, for which year only

the Tax Reform Act tripled the ceilings). The section
also makes express provision for the Commonwealth of the
Northern Mariana Islands.

Subsection (c) makes the ceilings on payments to the terri-
tories subject to a new subsection (e) of section 1108,

that would, in effect, impose a maintenance of effort
requirement. The maximum amount available for payment to

a territory would be reduced by any decrease in that territory's
expenditures for cash assistance from the amount it spent

in fiscal year 1978.

Support of Immigrants

Section 305 of the draft bill would amend the Immigration
and Nationality Act; subsection (a) would add a new
section 216 to that Act to require that in the case of
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an immigrant seeking admission to the United States and
relying upon financial support from a sponsor, the sponsor
must execute a legally enforceable agreement to furnish

a specified level of support for 5 years following the
immigrant's entry into the United States. Such an agreement
would not be required from immigrants, or classes of immi-
grants, designated by the Secretary of Health, Education,
and Welfare after consulting with the Secretary of State

or the Attorney General, as refugees.

The sponsor providing the support agreement must be a
citizen or an alien lawfully admitted for permanent resi-
dence. He must furnish evidence of his ability to support,
and must agree to provide income sufficient to keep the
immigrant from becoming eligible for assistance under
Federal, State, or local assistance programs based on

need, or publicly funded assistance for routine medical
care (as defined by the Secretary of Health, Education,

and Welfare).

The agreements can be enforced by the United States or

by a State cr local agency providing assistance to the
immigrant; suit may be brought in Federal district court
when the amount in controversy exceeds $10,000 (otherwise
the suit must be brought in any other court of competent
jurisdiction. Suit may be brought to enforce support or
to recover assistance already furnished.

If public assistance is furnished to an immigrant with
respect to whom there is an enforceable support agreement
in effect, and efforts to secure support under such an
agreement are unsuccessful, the receipt of assistance may
constitute grounds for deportation.

The new section would state expressly that the support
agreement is unenforceable under any of the following
circumstances: the immigrant is under age 65 and became
blind or disabled after entry, the sponsor dies, the
sponsor is adjudicated bankrupt, or the sponsor cannot
fulfill the agreement because of changes in his financial
circumstances that could not be foreseen when he undertook
to provide support.

The head of any agency providing support is directed, not-
withstanding any other provision of law, to furnish infor-
mation necessary to the Attorney General concerning their
provision of assistance and efforts to enforce support
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agreements as he needs to carry out the Immigration and
Nationality Act. Similarly, the Attorney General will provide
information (including a copy of the support agreement) to

any agency administering a program of public assistance
furnishing benefits to the immigrant (or seeklng to secure
support for him).

These amendments would apply to immigrants applylng for
admission after the ninetieth day following the date of.
enactment of this draft bill other than those who, sixty
or more days before the effective date, had obtained
affidavits of support.

Conditions Governing Availability of Certain Federal Records

Section 306 amends title XI of the Social Security Act,
effective upon enactment, to add a .new section 1134 conta1n1ng
two informational cross references. Subsection (a) cites
the reader to section 6103 of the Internal Revenue Code of
1954 for rules governing disclosure of certain return infor-
mation in the files of the Social Secdurity Administration
for purposes directly connected with the administration

of Social Security Act programs providing cash or medical
assistance. The rules governing disclosure are contained
in the amendments made by the following section of this
bill. Subsection (b) of the new section contains cross
references to the authority for State unemployment compen-
sation agencies to provide information necessary for the
administration of those programs. To better carry out
these changes, amendments are made to to title III of

the Social Security Act, to assign responsibility for
sharing wage information to State agency administering

the State unemployment compensation (and to relocate the
amendments to this effect made by section 508 of P.L.
94-566 and to make conforming changes). This section
repeals section 411 of the Act, since all disclosure would
be under the Internal Revenue Code, and makes conforming
amendments to two other sections of the Act.

Disclosure of Tax Return Information

Section 307, to assist in eligibility and benefit determina-
tions under the specified State plans approved by the
Secretary of Health, Education, and welfare under the

Social Security Act, or in connection with the SSI program,
and to institute effective quality control systems provides
for the disclosure of certain tax return information to

the Department of Health, Education, and wWelfare and to
State agencies administering the programs of aid or medical
assistance under title I, IV (part A), X, XIV, XVI, or

XIX of the Social Security Act.
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New paragraphs would be added to section 6103( ) of the
Internal Revenue Code of 1954, dealing with disclosure

of information for purposes other than tax administration,
authorizing the Social Security Administration to disclose
information it has already received (under subsection

( )(1) or, in.connection with annual reporting, under
section 232 of the Social Security Act), to other officials
of the Department of Health, Education, and Welfare or

to State agencies (but subject to limitations described
below) in order to determine eligibility or benefit amount
under the cash or medical assistance programs assisted
under the Social Security Act. (Paragraph (c) of -

section 6103 would be similarly amended so that such
.information could be disclosed in connection with the
child support enforcement program.) However, information
can only be disclosed to the extent that it is necessary
for these purposes, as determined by the Secretary of
Health, Education, and Welfare. This determination must

be contained in regulations which, while not specified

in the bill, it is understood will be formulated in
accordance with the rulemaking procedures, including notice
and opportunity to comment, required under 5 U.S.C. 553.

The remainder of this section comprises conforming
amendments to other related provisions of the Internal
Revenue Code of 1954, including the requirements for
safeguarding disclosed information.

TITLE IV -- CHILD SUPPORT ENFORCEMENT

Collection of Support for Certain Adults Receiving AFDC

Section 401 of the bill would make a series of amendments
to part D of title IV of the Social Security Act to the
end that State child support agencies would be responsible
for collecting support, in those cases in which that
support obligation has already been established, for adult
AFDC recipients. Amounts collected would be subject to

the same rules regarding distribution and similar matters
as are collections of child support.

Child Support Collections for Non-AFDC Families

Section 402(a) of the bill would amend section 455(a) of
the Social Security Act to make permanent the authorlty
to use Federal funds by State child support agencies to
make collections on behalf of non-AFDC families. '
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Subsection (b) would amend section 454(6) of the Act to
requireiyrather than allow) the imposition of a fee for
collection:services for these families. The fee would be
fixed at.10% of the amount collected and withheld by the
agency from the collection before the balance is distributed
to the family. However, the amendment would specifically
preclude ‘imposing the fee where to do so would make the
family eligible for AFDC.

Amendments$ Regarding Incentive Payments

Section 403 of the draft bill would revise section 458
providing: for incentive payments in relation to the amount
of support collected. The revision would eliminate incentive
payments in. interstate cases (because of the enormous
amount -of administrative complexity involved), and make
States (in addition to political subdivisions, as in current
law) eligible for incentive payments. However, all incentive
payments (to the States and to the political subdivisions)
would be paid from collections before any distribution
issmade to the Federal or State governments, rather than
having the full cost df the incentive payments taken from
the Federal share of collections.

Incentive quments to Tribal Governing Bodies

Section 404 of the draft bill would specifically include
tribal governing bodies as local government organizations
eligible for incentive payments.

Three Months' Extension of AFDC Eligibility

Section 405 of the draft bill would amend part A of title IV
(AFDC) to afford a State the option of disregarding, for

up -to ‘three months, the excess of support collections paid
the family for that month. Thus, even though the amount
collected for one or two months to meet a monthly obli-
gation might be sufficient to make the family ineligible

for AFDC, the State would have the option of keeping the
family in the AFDC program until a stable payment pattern
had been established and could reasonably be expected to

be continue. Where the State did not choose to exercise
this option, the collection would go directly to the family,
as under. existing law.

Corresponding. changes would be made in part D of title 1V,
Payment on the support obligation would be made to the

State (which had adopted the AFDC disregard option) during
the period to which the disregard applied. The distribution
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provision would also be amended, allowing States to retain
amounts equal to AFDC payments during this period; in

this way neither the State nor the individual would be
worse off by reason of the decision to let the family
remain on the AFDC program for up to three extra months,

Additionally, minor clarifying amendments closely related
to the new distribution provisions would be made to section
457 (distribution of collections) to make explicit the:
distinction between payments on the current month's obli=-
gation, and those with respect to earlier periods. These
technical amendments would necessitate no change in the
existing program policies or in the administration of

the child support program.

Method of Determining Reimbursement of the Federal Government

Section 406 of the draft bill would specify that the Federal
share of reimbursement from child support collections for
AFDC previously paid to the family would be based upon -
the Federal AFDC matching rate for the quarter in which

the collection is distributed. Currently the law requires
that Federal reimbursement be calculated on the basis of the
rate in effect when the AFDC payment was made. The change
made by the amendment would provide a simpler and more '
practical way to determine reimbursement.

Method of Payment for Support Collection Services

Section 407 of the proposed bill would add a new subsection
to section 455 to prohibit advances of Federal funds to

a State child support enforcement agency unless a full

and timely report of collections and expenditures was made
to the Secretary. The report would have to cover all

prior quarters other than the most recent two quarters
preceding the one for which advances of funds are sought.
Additionally, section 403 (payments to State AFDC agencies):
would be amended to reduce the amount payable to a

State under that program by the amount due to the Federal
government as its share of collections in accordance with
section 457.
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APPENDIX

Major Cost and Savings Provisions of -AFDC Amendments
(Shown without o‘fsets due to Work and Training

o National Minimum Behefit. The proposal reauires each State to
provide benefits in the AFDC program which, when combined with
'Food Stamp beneflts, equal at least 65 percent of the poverty
level. This provision increases benefits and recipient levels
in thirteen States and is estimated to cost the Federal qovern—
ment $374 million in FY 1982.

o Ellglbllltyrto the Breakeven. The current AFDC Program has
separate income tests for determining initial eligibility and
for calculating benefits once eligibility has been established.
Only work-related expenses are currently allowed to be deducted
from countable income in determining initial eligibility while
an additional $30 per month plus 1/3 of the remaining amount is
deducted from earnings in calculating benefits. The oroposal
requires States to use all deductions both in determining

initial eligibility and calculating benefits for AFDC. This
is estlmated to add $149 million to FY 1982 Federal costs.

o Disregard Changes and Income and Assets Deflnltlons. . The

‘pronosal makes numerous changes in the definitions of income
and assets and the amount and nature of deductions from income
in the AFDC program. Income and asset definitions are moved
toward conformity with the Food Stamp Program. Asset limits

will have to be set between $750 and $1750 by the States. The

" initial carnings disreqard is increased from $30 to $70. Non-
child care work-related expenses are standardized at 20 wercent
of earnings. Child care is taken as a separate deduction with a

" maximum of $150 per child per month. As 2 result of changes in the
Internal Revenue Code, EITC benefits are included in countable income
as earnings, except for purposes of calculating the standardized
work-related exmense. The general disreqard of 1/3 of remaining
earnings is taken after initial disregards, non-child care work-—
related expenses, and child care expenses are deducted from
earnmqc (i.e., on the basis of "net" income). &An additional
income disregard is mandated in'States where combined AFDC and
Food Stamp benefits are below 75 percent of the poverty level.
Finally, the proposal mandates consolidation of payments
standards and maximum pavable amounts in every State. The
estimated net effect of these provisions on FY 1982 Federal
cost is a reduction of $133 million.
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0 Monthly Reporting, Retrospective Accounting and Payment of AFDC

to Date of Application. The proposal mandates each State to re-
aquire monthly reports on income, family status, and assets from
AFDC recipients. :It-also requires States to determine eligibility
and benefits on the basis of the recipient's income for the previous
month (except for the first month when current month's income

-may ‘be..used). The proposal requires States, in conjunction with
~these changes,. .to pay benefits from the date of the recivient's
application if the apolicant is found to be eligible. The first
two: changes result. in Federal cost reductions of $176 million ori-

. marily because ineligible units are removed from the AFDC rolls
in a more timely manner. The third provision increases Federal
costs by $113 million since there is currently a lag in many
States between initial application and the date of initial entitle-
Ment. Reaquiring payment from the date of apmlication increases
"benefits for all families subseauently certified to be eliqible
-for 'AFDC. The estimated net impact of these provisions is a
Federal cost sav1nq of $63 million in FY 1982.

o) Inclu51on of Steg»parents Income. The proposal reauires that the
income of step-parents. who maintain households for non-dependent
children in the AFDC Program be included in countable income for.
purposes of determining benefits after certain disreaards. This pro-
vision is estimated to save $94 million in FY 1982 Federal costs.

0 Mandate of the AFDC-UP Program. Twenty-four States currently
~have no AFDC Program for two-parent families with an unemployed
father. The proposal mandates a two-parent family proaram in all
States and results in an estimated increase of $62 mllllon in
-FY 1982 Federal costs.

0. Other AFDC-UP Program Changes. In addition to the mandate of

the AFDC-UP Program, several changes have been made in rules
' for: determining eligibility and benefits. The requirement that

- applicants must have earned at least $50 in six of the previous
thirteen ocuarters of a year has been eliminated. The current
proaram also limits the father in a UF family to 100 hours of

- work per month in order to retain eligibility. This limitation
on- hours worked will be replaced, by requlation, with a gross
earnings’ limit of. $6000 per year, or $500 per month, in 1979
‘dollars and: will be applied to the orincival earner. The
thirty-day unemployment period has been eliminated. The proposal
also allows..only work related expenses as a deduction from
countable. ;pqome‘for purposes of determining eligibility and
benefits. ' The estimated net effect of these changes is an
increase of $143 million in FY 1982 Federal costs. This cost
assumes that the implementation of these changes will result
in & 30% increase in the varticipation rate of two-parent
families in the AFDC-UP Program.
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Increase in Matching Rate on Benefits. The proposal decreases

the current State share of AFDC benefits by 10 percent to determine
the new Federal matching rate on basic (single-parent) AFDC
benefits and by 30 percent to determine the new Federal matching
rate on AFDC-UP benefits. This increases the current national
average matching rate for both programs from about 54 percent to
about 60 percent (59 percent in the basic AFDC Program and

68 percent in the AFDC-UP Program). This change is estimated

to result in a transfer of $723 million in AFDC costs from

State governments to the Federal government in FY 1982.

Increases in Administrative Costs and Matchii:a Rate. The
proposal affects administrative costs in several ways. Case-
load increases and the monthly reporting reauirement are
expected to increase costs, as are the Federal financial
incentives for automation of record-keeping and certification
procedures and for improved management. Standardization

of work-related exrenses and of income and assets definitions
and the shorter durations caused by the work and training prodram
are expected to save on administrative costs. The net effect
of these provisions on FY 1982 Federal costs is estimated

to be an increase of $47 million.

Hold Harmless Payment to the States. The prooosal contains

a hold harmless provision is intended to help States offset
cost increases imposed by changes such as the national minimum,
eligiboility to the break-even, the extension of the AFDC-UP
Program, and the impact of the AFDC caseload increases Medicaid.
It will also assure fiscal relief of at least five percent of
the State share of pre-reform AFDC benefits. Hold harmless
pvayments are estimated to be $255 million in FY 1982 before

the decreases caused by the work and training provisions.

Expansion of the WIN Tax Credit. Expanded eligibility for the
AFDC Program and the increased awareness of exisiting program
provisions associated with the implementation of this prorosal
are expected to increase the use of the WIN Tax Credit by
employers. ‘This is estimated to result in a total of 20,000
net new private sector placements for AFDC recipients. These
placements will cause increases in direct outlays for the

tax credit and savings in AFDC and other programs because of
increased wages. The net cost of this expansion of the WIN
Tax Credit 1is estimated to be $155 million in FY 1982.

Increases in Grants to the Territories. The proposal includes

an increase in the matching rate for AFDC benefits in Guam,

Puerto Rico, and the Virgin Islands. This is estimated to increase
Federal costs by $29 million in FY 1982.
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o Emergency Needs Block Grant. The proposal replaces the existing
Emergency Assistance Program with a fully Federally-funded block
orant of $200 million. ‘The net Federal cost of this change is
estimated to be $161 million in FY 1982.

o Indirect Effects on Other Programs. The increase in benefits for
the AFDC population will result in decreased costs in the Food
Stamp Program since AFDC benefits are counted as income in deter-
mining Food Stamp benefits. Similarly, the increase in the AFDC
caseload will result in increases in Medicaid costs since AFDC
recipients are categorically eligible for Medicaid pavments.

The net cost of these Food Stamp and Medicaid effects is estimated
to be $19 million in FY 1982.

Earned Income Tax Credit

The nroposal expands the existing Earned Income Tax Credit (EITC).
EITC benefits will be eaual to 12 percent of earnings up to $5000 in
annual 1982 earnings, $600 for earnings between $5000 and $7000. They
will be reduced at a rate of 15 percent for earnings above $7000. Thus,
the maximum benefit increases from $500 under current law to $600 in
1982, and the breakeven woint is extended from $10,000 to $11,000. This
expansion is estimated to add $759 million to FY 1982 Federal costs.

Cash-Out of Food Stamps for SSI Recipients Livina Alone

The proposal substitutes a cash payment for Food Stamo coumons for
Supplemental Security Income(SSI) recipients who live independently.
Since it is estimated that less than 50 percent of such SSI recipients
currently eligible for Food Stamps actually participate in the Food
Stamp Program, the net effect of this proposal will be to increase payments
to SSI recipients. The gross cost changes include increases in the
SSI Program brought on by the cash-out payments and to a small set of
payments necessary to maintain Food Stamp benefit levels for SSI recin-
ients currently participating in the Food Stamp Program with high
shelter deductions("qgrandfathering"). Gross costs are estimated
to total $625 million in FY 1982. The offsets to these gross costs
include benefit savings in the Food Stamp Program itself that will
amount to $222 million in FY 1982. The estimated net Federal cost
of this proposal in FY 1982 will be $403 million.
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SUMMARY OF FY 1982 FEDERAL COSTS OF THE AFDC AMENDMENTS BY COMPONENT*
(dollars in millions)

National Minimum ¥ 34
Eligibility to the Break-even + 149
NDisregard Changes, Counting the EITC as earned

income and Expansion of Assets Limits - 133

Mandate of ¥onthly Reporting and Accounting

and of Eligibility from Date of Application - 53
Inclusion of Income from Step-parents - 94
Mandate <f the AFDC-UP Program + 652
Other Changes in the AFDC-UP Progran + 143
Increase in the Matching Rates on Benefits + 723
InCreases in Administration Costs + &7
ilold Harmless Payments to the States + 255
Net Cost of Expansion of WIN Tax Credit + 124
Ircreases in Srants to tne Territories + 29
Net Costs of Emergency Needs Block Grant $200 + 151

million Block Grant less $39 million savings

from Current Emergency Assistance Program)

Net Change in Medicaid and Food Stamp
Prograrms Due to Expansion of AFDC RBenefits + 19
Total Cost of Cash Portion of Proposal +31,796
FY 1982 COST OF EXPANDED EARNED INCOME TAX CREDIT
(dollars in millions)
Net Cost of Expansion +$ 759

SUMMARY OF FY 1982 COST OF FOOD STAMP CASH-OUT FOR SSI RECIPIENTS LIVING ALONE
(dollars in millions)

S5I increase due to inclusion of cash-out Lenefits + 510
Grandfathering of current SSI/Food Stamp recipients + 15
Savirgs in Food Stamp benefits due to cash-out - 222

Net Costs of Cash-0Out ProQision +$ 403

“These costs are shown without offsets due to the vork and Tra1n1ng
Proyram.
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DISABILITY INSURANCE AMEND-
MENTS OF 1979

Mr. BOLLING. Mr. Speaker, by direc-
tion of the Committee on Rules, I call up
House Resolution 310 and ask for its im-
mediate consideration.

The Clerk read the resolution, as fol- -

lows:
H. Res. 310

Resolved, That upon the adoption of this
resolution is shall be In order to move,
clause 2(1) (6) (B) of rule XI to the contrary
notwithstanding, that the House resolve it-
self into the Committee of the Whole House
on the State of the Unlon for the considera-
tion of the bill (H.R. 323868) to amend title II

of.the Soclal Security Act to provide better

work incentives and improved accountability
in the disability insurance program, and
for other purposes, the first reading of the
bill shall be dispensed with, and all points
of order against sections 4 and 13 of the bill
for fallure to comply with the provisiens of
clause 5, rule XX are hereby waived. After
general debate, which shall be confined to
the bill and shall continue not to exceed one
hour, to be equally divided and controlled
by the chairman and ranking minority mem-
ber of the Committee on Ways and Means,
the bill shall be considered as having been
read for amendment under the five-minute
rule. No amendmentns to the bill shall be in
order except amendments recommended by
the Committee on Ways and Means, which
shall ot be subject to amendment, and an
amendment printed in the Congressional
Record of June § by, and if offered by, Rep-
Tesentative® 8imon of Niinois, which shall
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not be gubject to amendment. At the con-
clusion of consideration of the bil] for
amendment, the Committee shall rise and
report the bill to the House with such
amendments as may have been adopted, and
the previous question shall be considered as
ordered on the bill and amendments thereto
to final passage without intervening motion
except one motion %0 recommit.

The SPEAKER pro tempore. The gen-
tleman from Missouri (Mr, BoLLING) is
recognized for 1 hour.

Mr. BOLLING. Mr. Speaker, I yield 30
minutes to the gentleman from Ohio
(Mr. LatTa), pending which I yield my-
self such time as I may consume.

Mr. Speaker, this rule brings up an in-
tensely controversial bill out of the Com-
mitteé on Ways and Means. As chairman
of the Committee on Rules, I found the
bill so controversial, in the first instance,
that I delayed {ts consideration for some
time so that the opponents of certain
provisions of the bill would have an op-
portunity to express their opposition.
Having done that, and having been fair
to those opponents, I then turned around
and saw to it, as best I could, that the
bill came out, because I believed that the
Committée on Ways and Means and,
particularly, its subcommittee, chaired
by the distinguished gentleman from
Texas (Mr. PICKLE), deserved their day
in court, at least to the extent that they
would be granted & rule, and by a very
narrow vote the rule was granted.

The matter is intensely controversial,
and the controversy is limited, as I
understand it, to the question of certain
caps on certain kinds of disability pro-
visions.

I think the Members will be well-
advised to listen to the debate on the
rule, because it is going to go into the
substance of the bill.

My impression is that the people who
oppose certain provisions strongly sup-
port other provisions. 80 you have an
extraordinarily difficult decision to make.
I had people whom I trusted on both
sides of the issue tell me very intensely
that they were 100-percent right, and
since I trusted both sides, I was very
confused. Frankly, I am still confused.
But since the committee, by a very sub-
stantial majority, reported the bill out,
I think it deserves to be heard; and I
propose to yield most of the time on
the rule to members of the Committee
on Ways and Means who are proponents
of the bill. Pending that, I reserve the
balance of my time.

Mr. LATTA. Mr. Speaker, I yield my-
self such time as I may consume.

(Mr. LATTA asked and was given per-
mission to revise and extend his re-
marks.)

Mr. LATTA. Mr. Speaker, at the outset
let me say that it is good to have our
friend, the gentleman from Missouri
(Mr. BoLLING). back with us today.

Mr. Speaker, this rule provides for i
hour of general debate on H.R. 3236. the
Disability Insurance Amendments of
1979. No amendments will be in order
except for committee amendments which
are not amendable and an amendment to
be offered by the gentleman from Ilinois
(Mr. SmMoN) which also is not amend-
able.
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The Simon amendment delays the im-
plementation of section 13 of the bill by
1 year. That section would reimburse
state vocational rehabilitation agencies
for having rehabilitated a disabled re-
cipient only if that recipient has suc-
cessfully returned to work. This provi-
sion would become effective in fiscal
year 1981 under the reported bill.

The rule does not provide for pro forma
amendments, so on the Simon amend-
ment, there will be only 5 minutes of
debate in favor and 5 minutes of debate
in opposition. Under this rule, it is not
going to take long to complete action
on this bill, .

The rule also waives points of order
for failure to comply with two require-
ments of the House ryles. First, points
of order are waived for failure to comply
with the requirement in rule XI that
the committee report bear upon its cover
an indication that a cost estimate pre-
hbared by the Congressional Budget Of-
fice is included. In this case the commit-
tee report includes a Budget Office cost
estimatc. The problem is the failure
to indicate this on the cover of the
report.

Second. points of order are waived
against sections 4 and 13 of the bill for
failure to comply with the rule prohibit-
ing appropriations on a legislative bill.
‘These sections transfer existing funds
‘" new purposes, and technically this
. nstitutes appropriations for new
purposes.

Mr. Speaker, the purpose of the bill

"*in order by this rule is to provide
"work incentives and improved ac-
¢ atability in the disability insurance
4 “ram. For fiscal year 1980, the Con-
gr -sional Budget Office estimates that
this bill will reduce outlays from the dis-
ability insurance trust fund by $17 mil-
lion. Unfortunately, the first budget
resolution assumed savings of $62 mil-
lion for fiscal year 1980. Therefore this
bill saves $45 million less in fiscal year
1980 than the first budget resolution
projected.

By 1984, savings under this bill could

be in access of $1 billion.
0 1600

Mr. Speaker, I yield 5 minutes to the
gentleman from Mississippi (Mr. LoTT).

(Mr. LOTT asked and wag given per-
mission to revise and extend his re-
marks.)

Mr. LOTT. Mr. Speaker. very briefly,
[ do want to rise in support of the adop-
tion of this rule and of this legislation.

I usually have a lot of reservations
ibout modified closed rules, if that is
~hat we call them, but this is the stand-
ird way we do consider legislation that
leals with social security-type amend-
nents. so there is nothing new about
‘hat. I think it is the only way to get
‘his legislation up and get it considered
‘easonably and quickly. The subcommit-
€e and the committee have done an
wutstanding job on this bill. particularly
he gentlemen from Texas (Mr. PICKLE
ind Mr. ARCHER). There are many good
catures in this legislation. It doubles the
rinal work period that is now allowed.

It eliminates the second waiting period
or medicare coverage. It allows the
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the disability before computing contin-
ued eligibility for benefits. '
There are a lot of good features in

_ this legislation. While we had some dif-

ficulty getting it out of the Rules Com-
mittee, I think we finally did take the
right action. It was passed by voice vote
by the Committee on Ways and Means.

I hope we will act quickly on the rule
and adopt this good legislation.

I yield back the balance of my time.

Mr. BOLLING. Mr. Speaker, I yield 5
minutes to the distinguisheq chairman
of the Committee on Ways and Means,
the gentleman from Oregon (Mr. ULL-
MAN),

Mr. ULLMAN. Mr. Speaker, I thank
the gentleman.-I will not take the 5
minutes.

Let me talk to the Members of this
House. This bill culminates 5 years of
very intensive review of the disability
brogram by the Committee on Ways and
Means.

The bill was passed out of the commit.
tee unanimously, a rare event. It seldom
happens. We bring to the Members a
rule. It is the normal kind of rule that
we have when we bring up a social secu-
rity bill.

Now, there are some who want to de-
feat this rule because they have been
told the bill hurts old people and those
already receiving disability benefits.
That is absolutely not true,

This bill does not affect ahyone receiv-
ing survivor or retirement benefits, Any-
one under the program now is not af-
fected. The bill does not affect anyone
now on the disability roll,

Now, some want to defeat the rule be-
cause they want to remove the cap on
benefits.

-Let me make a plea. Social security
was never meant to cover 100 percent of
a worker’s pay before disability. It was
never meant to do that. How can we
justify not having some kind of a cap?
This is an eminently fair and reasonable
cap approved by all of the members of
the Committee on Ways and Means when
we bassed it out of the committee.

Now, Mr. Speaker, disability benefits
are designed to help workers get through
a period of disability, along with savings,
private pensions and insurance, and jt is
In line with that basic objective of the
social security system that we bring the
Members this bill.

Nobody benefits from poor social secu.
rity policies. It is bad economic policy in
the face of climbing inflation ang climb-
ing deficits. This is an eminently fair
and reasonable bill. )

Mr. CONABLE. Mr. Speaker, will the
gentleman yield?

Mr. ULLMAN. I yield to the gentleman
from New York.

Mr. CONABLE. Mr. Speaker, I thank
the gentleman for yielding.

I would like to support the position
taken by the distinguished chairman of
the committee. I think this is a good bill.
It is a good rule. The bill constitutes very
modest reform of & portion of the social
security system that has needed reform
for a long time. There is nothing punitive
about it. It has the effect, in my view, of
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rationalizing the -rules relative to dis--
ability to a ‘substantial degree. I think
it should have the strong support of the
House, and I want to urge all my col-
leagues, as the chairman has done, to
support the rule and the bill itself.

We will have more to say during the
debate in support of the reasonableness
of this proposal. If we cannot accept this
degree of reform in an area of social se-
curity that has needed reform for some
time, then I will tell my colleagues the
future of the social security system itself
is in serious doubt. ) ' ,

Mr. ULLMAN. I thank the distin-
guished ranking minority member.

I urge the Members of this House to
support a fair and reasonable and sound
proposal to do a little tightening where
it is very much needed in the disability
social security program.

I yield back the balance of my time.

Mr. BOLLING. Mr. Speaker, I yield 5
minutes to the gentleman from Connec-
ticut (Mr. Grammo).

(Mr. GIAIMO asked and was given
permission to revise and extend his
remarks.). . .

Mr. GIAIMO. Mr. Speaker, I rise to
provide & budgetary perspective on the
Disability Insurance Amendments of
1979 (H.R. 3236).

This bill was assumed in the first budg-
et resolution for fiscal year 1980. The
budgetary impact of the bill in fiscal year
1980 is modest, because the benefits of
current recipients would not be affected.
Over time, however, the bugetary impact
of this bill would be substantial: by fiscal
year 1984, annual outlay savings would
be $1.1 billion.

I personally believe that the members
of the Committee on Ways and Means
‘who unanimously reported this bill are
to be congratulated for addressing in a
fair and responsible manner the prob-
lems created by an overly complicated
benefit structure which appears to dis-
courage work. I will defer to the experts
on the Ways and Means Committee to
explain the specific provisions of this
bill. Instead, I would like to provide some
budgetary perspective on the legislative
savings assumed in the bill.

In January of this year, the President
proposed a number of benefit changes to
the social security program which would
have reduced spending and the deficit by
$609.million in fiscal year 1980. Because

. the specific proposals in the President’s

package were highly controversial, most
of us rejected the proposals out of hand.

The Committee on Ways and Means
recommended in its March 15 report that
we assume outlay savings of $62 million,
which was the cost estimate at that time
of the bill before us today. This target
savings was included in the first budget
resolution. Responsible reviews of the
benefit structure are an -indispensible
component of the issue of social security
financing because the social security
trust funds can be kept solvent not only
by increasing income but also by de-
creasing outgo.

Next year, we will be debating the
financing of the social security system.
There is a general consensus emerging
that the social security tax rates which
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we approved just 2 years ago are too
high. As a result, many people are pro-
posing general fund substdies to the 50«
cial security trust funds. Unfortunately,
becnuse of the current economic situa-
tion, the social security trust funds would
be in serious trouble within a few years
cven if these tax rates were to remain in
effect. On July 31. 1879, Dr. Rivlin wrote
me indicating that CBO projects the
combined balances of the old-age and
survivors and disability insurance funds
may decline by fiscal year 1984 to 12.4
percent of outlays. In contrast the cor-
bined balances in the trust funds are
currently about one-third of outlays. I
ask unanimous consent that the letter
from Dr. Rivlin to me on this subject be
inserted in the REecorp following this
statement.

I would caution my colleagues that
general fund financing is not a panacea.
While general fund revenues may well
be a way to reduce the burden of the
payroll tax, we will only be substituting
deficit financing for payroll tax financ-
ing unless there aree enough general
fund revenues to payv the subsidy with-
aut borrowing. If we rely exclusively on
genera] fund subsidies to keepd the trust
funds solvent because we are not will-
ing to examine the beneflt structure to
insure that it remains relevant to the
needs of American soclety. we will be
passing onto our children and grand-
children an increasing burden as the
“greying” of America continues..

This bill is the product of a nonpar-
tisan effort over the past several years
by the Committee on Ways and Means.
If we reject the bill, I am concerned
that we will be sending a signal to the
American people and the White House
that the Congress is unwilling to make
sure that the social security program
remains equitable not only to the elderly
and the disabled who receive benefits
but also to the American workers who
finance these benefits.

This bill should be supported. We have
got to try to tie benefits to income bet-
ter than we do. There is great concern
in the land. when you go home and talk
to people about the social security sys-
tem, particularly the younger working
people.

I have had any number of them say
to me. "There won't be any social sec-
urity system for e 20 or 30 years from
when 1 retive,”” and there is great con-
cern over this. We have got to remove
this concern, and the way to do it is
to tishten up via the reform route and
not to hurt people in any way. This bill
does not hurt anyone. It brings this
disability insurance program into a bet-
ter sense of reality and equity for all
of the working men and women of
America.

The letter referred to follows:
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CONGRESSIONAL BuDGET OFFICE,
U.8. ConorEsa,
Washington, D.C., July 31, 1979.

Hon. Rosrar N. Giarmo,

Chairman, Committce on the Budget, U.8.
House of Rcprescntatives, Washington,
D.C.

Desr BoB: As part of its updated budg-
et projections prepared for the Iouse
Bugget Committee, CBO has reestimated the
revenues and outlays of the Social Security
Trust Funds for fiscal years 1979 to 1984,
These reestimates indicate that there could
be a slgnificant deterioration in the financial
soundness of the Social Security System dur-
ing the next five years. While the wage base
and tax rate increases called for in the 1977
amendments to the Social Security Act were
expected to be sufficient to fund the Old
Age and Survivors Insurance (OASI) and
Disability Insurance (DI) programs over the
next 40 years, the recent inflation and an-
ticipated economic slowdown have brought
the short run financial soundness of the So-
cial Security System iInto question again,

The specific problem lfes in the OASI pro-

gram. Uging the five year economic assump-
tions developed for the House Budget Com-
mittee markup of the Second Budget Reso-
lution for fiscal year 1980, balances in the
OASI fund are projected to fall from 34 per-
cent of outlays in fiscal year 1979 to 8.0 per-
cent of outlays in fiscal year 1983 and 5.4
percent in 1984 (see Table 1). These levels
would be insufiicient to maintain the cash
flow of {he program,

Balances in the DI fund nre projected to
grow from 31 percent of outlays in fiscal
year 1978 to 66 percent in fiscal year 1984.
Over the same period, balances in the Hos-
pital Insurance (HI) fund are projected to
rise from 67 percent to 92 percent of outlays
(see Table 2). The strength of the DI fupd
is partially attributable to tightened admin-
Istration over the past two years which has
resulted in a sharp decline in the rate of
increase of disabled beneficiaries. The
strength of the HI fund is, in part, rélated
to the moderstion in the growth of real hos-
pital expenditures over the past 12 months,
some of which has been attributed to the
voluntary effort of hospitals to control costs.

Because the OASI program is so much
larger than the DI and HI programs, the
combined balances of the social security
funds also decline considerably. Between fis~
cal years 1879 and 1984, the combined QOASI
and DI trust fund balance falls from 34
percent of combined outlays to 12 percent:
and the combined balance of all three pro-
grams—OASI, DI and HI—falls from 38 per-
cent of combined outlays to 27 percent.

These estimates, of course, depend criti-
cally on future economic conditions. Under
the more optimistic economic assumptions

used by CBO last January. the OAS8DI funds

combined did not deteriorate significontly by
1984 (sce Tables 8 and 4). However, the cur-
rent outlook for high inflation and rising
unemployment will have adverse effects on
the financial status of social security. Qut-
lays will rise rapidly because beneflts will
rise automatically with inflation. and the ris-
ing benefits and weak labor market condi-
tions will induce more people to rettre. At
the same time, revenues will lag as employ-
ment and wage rates fall or grow less
rapidly.

The economic assumptions prepared for
the Senate Budget Committee's markup of

‘future benefits

September 6, 1979

the Second Budget Resotution do not show a
markedly different outlook for the sootal
vecurity system from those outlined here
(s0e Tabies 8 and 4). The projections re-
cently made by the Administration also
indicate a decline in OABDI balances as &
bercent of outlays, but the decline s not as
great as estimated by CBO (see Tables 3 and
4). The Adminlstration's projections differ
from CBO's because of differences in meth-
cdology as well as in economic assumptionus.

If the situation develops as the CBO re-
estimates suggest, steps may have to be
taken to ensure the solvency of the OASI
trust fund. Among the available options are:

1. Funds could be borrowed or transferred
from the HI and/or DI programs to the
OASI program. This could still leave the
system vulnerable should the economy go
into a deeper recession than is now expected.

2. The OASI tax could be raised. This
would, however, have the effect of increas-
ing unemployment and adding inflationary
pressure during # period when we will be
trying to reduce both.

3. The OASI Trust Fund could he per-
mitted to borrow from general revenues.
This would be feasible If changes were
simultaneously made that would lower
(or ratse future taxes)
enough to allow a repayment.

4. The rate of benefit increase for OASDI
could be cut in a way that could be quickly
implemented. For example, the June benefit
increase could be limited to the rato of in-
crease allowed for wages under the Presi-
dent's wage guidelines if ¢the cost of lving
incroase exceeds the wage rise. (The June,
1079 increase was 0.9 percent while the wago
guidelines called for 7 percent and actual
money wages increased by 8.2 percent. CBO
Is projecting a 10.3 percent benefit increase
for June, 1980 under the sutomatic Indexing
system.) This would share the difficulties
caused by the recession more evenly hetween
workers and retirees although it could caus2
hardship for some OASDI beneficiaries.

5. General revenues could be used to
finance part of the OASI system. It has been
suggested that generael revenue finance the
SO called "welfare” portion of OASI and DI
benefits, although such a change may in-
volve too many issues to be implemented in
the short run. Another suggestion is to
finance the revenue sghortfall and outlay
over-run attributable to economic down-
turns by a general fund transfer.

6. The HI program could be financed from
general revenues and the HI trust fund bal-
ances and tax receipts transferred to the
OASI program. Although HI is generally re-
ceived only by families with social security
contributions, the amount of HI benefits
received by an individual is not related to
the aimnount of past payroll tax contributions.
Thus, the case for using general revenues to
finance the HI program may be stronger
tian that for the OASI or DI programs. Be-
cause the HI receipts would be more than
sufficient to maintaln a reasonable OASI
fund balance relative to outlays, the total
payroll tax rate could be cut if it was deter-
mined that a non-inflationary form of fiscal
stimulus was called for.

I will be happy to provide your Commit-
tee with any additional detail on the reesti-
mates or options if it is of interest.

Sincerely,
ALicE M. RIvLiN,
Director.
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TARLE L—01D AGE AND SURVIVDRS INSURANCE, DISABILITY INSURANCE, ANO COM-
BINE D VASDI UUTLAYS, BUBGET AUTHORITY, TRUST FUND REVENULS, ANO TRUST FUNO

BALANCES !

[By fiscal year, in billions of dollars]
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TABLE 2.—~COMBINED OLD AGE ANO SURVIVORS INSURANCE ANO OISABILITY INSURANCE
HOSPITAL INSURANCE AND COMBINED OASDHI OUTLAYS, BUOGET AUTHORITY, ANO

TRUST FUND BALANCES!

H 7397

[By fiscal year, in billions of dollars]

1 1982 1983 1984
1o 1m0 o _ 1979 1980 1981 1982 1983 1984
0id age and susvivors insurasnce (OASH): . .
1 S, 90.5 104.0 119.8 135.7 150.4 165.3 Combined OASOI:
e iy I 867 994 U1 1317 173 1638 Outiays. 04.5 1201 1383 157.6 144 1920
T:ust fund hatance atend of year. ... 2.2 221 16.0 12.0 8.9 7.4 Budget authority ... . 102.0 116.8 133.8 15%.0 174.7 1945
Tiust fund batance at beginning of Trust fund balance atend of year.._. 329 29.7 25.1 23.5 23.8 26.2
year as a percent of outlays.._..... 343 262 189 1.8 8.0 54 Trust fund balance at beginning o
Disability insurance (01): _ year as a percent of outlays........ 3.9 274 215 159 135 12.4
" Dutlays ol 140 161 185 2.9 240 267 Hospital insurance (HI): v .
Budget authority ... 153 174 227 243 2.4 37 OUHYS v eecmmcacemceecee 20.6 236 2.1 313 3.0 412
Trust tund bajance at end of year. _ .. 5.7 1.0 9.1 1.5 14.9 18.8 Budget authority. .. __.._._._.__.. 22.0 25.4 2.8  39.6 44.7 50.0
Trust fund balance at beginning of Trust fund balance atend of year.... 13.2 15.0 20.7 28.3 317 46.5
year as a percent of outlays__._.._. 31.4 3.4 37.8 4.6 479 55.8 Trust fund balance beginning of year
Combined OASDI: . _as a percent of outlyas_._..____._. 7.3 55.9 $5.4 66.1 80.3 91.5
Oullays. .. .. eceiiiaemeaaa 104.5 120.1 138.3 157.6 174.4 192.0 Comhined OASOHI: - .
Budget authonty. ... .......C 102.0 116.8 133.8 156.0 174.7 1945 Qutlays_....... 125.1 143.7 165.4 188.9 210.4 233.2
Tiust fund balance atend of year__.. 32.9 29.7 251 235 23.8 26.2 Budget authority T 1240 1422 166.6 195.6 219.4  244.5
Tust fund balance at beginning of Trust fund balance atend of year.... 46.1 44.7 45.8 524 6L5 72.7
OURIAYS - e eeeeciceaeas 339 27.4 2.5 159 135 12.4 Trust fund balance at beginning of
i year as a percent of outlays........ 377 3.1 2.0 4.2 249 268

- Based on the House Budget Committee, July 1979 economic assumptions.
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Mr. GIAIMO. This is a very worth-
while reform which this committee, this
great Comnunittee on Ways and Means is
reporting out and reported out unan-
imously. It deserves to be supported.

I know there has been a lot of propa-
gandizing and a lot of lobbying against
this bill. Do not listen to it. It is that

- kind of attitude that says we will not
reform auything, we will not cut back
m any way, we will not reevaluate any
~xisting program of the Government.

1f we go down that road, if we go down
t, road we are going to destroy the
w2 program because we Wwill quickly
-4, to the point where we will not have

2 nioney to pay the benefits which we
vu easily and so frequently vote in this
Cecngress. I urge support of this legis-
lation.

Mr. BOLLING. Mr. Speaker, I yield 6
minutes to the distinguished gentleman
from Texas, the chairman of the sub-
committee (Mr. PICKLE) .

(Mr. PICKLE asked and was given
perntission to revise and extend his re-
MATKS.? )

Mr. PICKLE. Mr. Speaker, first I want
to express iy appreciation to the Chair-
man of my committee, Mr. UrLman, and
to Mr. Cownaste. the ranking minority
member, lor thewr endorsement and as-
sistance on this meansure. I particularly
want to thank Mr. Grammo for his en-
dorsement and for his very strong enun-
ciation of what we are trying to accom-
plish in this bill.

I rise in support of the rule. Let me
take just a brief moment to tell my col-
leagues first that there are two contro-
versial sections: one with respect to the
cap. and one with respect to the dropout’
year.

I would ask my colleagues to keep in

t Based on the House Budget Committee, July 1979 economic assumptions.

mind that those amendments, that cap,
does not affect the aged, will not affect
veterans’ benefits, and not affect any»
body on the rolls today because those
now on the rolls are grandfathered in
under this bill. It will not even affect
the great majority of the future disabil-
ity beneficiaries. The corrections that
we make will affect less than 2 percent
of the outlays under this program.

But they are important, because I will
tell my colleagues that either now or
later these recommendations, or some-
thing more severe, are going to be passed
because the American people are going to
demand we not give benefits larger than
they were receiving predisability.

The second part of the bill contains
many liberal benefits. This is what I
hope the Members will listen to, We con-
sidered this for 5 years. Last year the
subcommittee, under the then-Chairman
James Burke of Massachusetts, passed
an almost identical bill to this. We did
it for the purpose of giving to those dis-
abled people liberal benefits so that there
would be work incentives to get off the
disability rolls and go back to work. Now
that is the purpose of the bill.

It has been embroiled now in a propa-
ganda proposition that we want to “cut
benefits.” That is not the objective. It
is primarily to give work incentives, and
we do it in this way: We say to a person
you do not just have 1 year work trial
period in which you can work and retain
eligibility for benefits, we give you 1 ex-
tra year.

We will say to you, you do not have
just 1 year of medicare coverage, we will
give you 3 additional years. 36 extra
months. And we will say to you that if
you did get a job and you went just be-
yond the SGA, the substantial gainful
activity level, and you then got off the

disability roll, you would not be drawing
benefits, but you would not lose your
eligibility.

As it is now, a person only gets, really
9 months, a 1-year work trial period,
and he only gets 12 months medicare, and
after that he has to reestablish medicare
eligibility and endure a 2-year waiting
period. )

What happens is that the great ma-
Jority of the people on disability will say
I would rather keep my medicare than
go back to work. As a consequence, they
do not make the effort to go out and get
g, job. I rather imagine if my colleagues
were in their position they would do the
same thing.

What this bill attempts to do is to give
these liberalizations and say to the
worker, go back to work, and you will not
lose your eligibilities, and that heavy
hammer will not hang over your head.
That is really what this bill is trying to
do, and that is what it can accomplish,
but the debate gets hung up on the caps,
and it is unfortunate.

One other thing, it gives a lot of bene-
fits in speeding up procedures. We used
to have 60 percent or 70 percent of pre-
adjudicative reviews. Now it has dropped
down to about 5 percent sample, post-
adjudicative. We do not have any review
of the individual, and an individual can
get on disability now, and he can ride
it through, 5. 10, 15 years, and he stays
on the rolls and he does not have to say
he is either able or not able to go to
work. We are trying to say to the re-
cipient that we believe the average per-
son wants to go to work, and we are
giving him the incentive to do it, and that
is really what the bill does.

Mr. ULLMAN. Mr. Speaker. will the
gentleman yield?

Mr. PICKLE. I yield to the chairman.
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Mr. ULLMAN. I want to commend the
distinguished chairman of the Social
Security Subcommittee, who has done a
most responsible job with his subcom-
mittee in looking at this whole problem,
has held extensive hearings going back
over what we have done the last 5 years,
and come up with a hill that is eminently
fair and eminently responsible.

Is it not true, I would say to the gen-
tleman, is it not true that the vast ma-
Jjority of people who are under this pro-
gram have been in the work force many
years and do not have dependents? Is
it not also true they would not be af-
fected in any way adversely by this bill?

Mr. PICKLE. Thal is correct, 70 to 80
percent of the people would not be af-
fected because the cap applies only to
family benefits.

We have come to the Members with a
modified rule. Originally the committee
passed this unanimously, both the sub-
committee and the full committee. In the
full committee two amendments were of -
fered. one by Mr. GEpHARDT Of Missouri
and the other by Mr. HErTEL of Hawaii.
Mr. GerHaRDT'S amendment would have
made a much more severe cap under the
family benefits. The other amendment
would have said we had to rely solely on
medica: factors rather than medical and
vocational factors. Those amendments
were defeated by only one or two votes,
by very narrow votes.

We then went to the Rules Commit-
tee and said this bill passed unanimously,
but we would like to have the right to
have a vote on these two amendments.
Some members of the Rules Comnmittee
felt that it would not be fair because the
amendments were just going to make the
kill tougher instead of more liberal, and
they did not think that it was a fair
choice. So we got the two Members to
withdraw their request to offer amend-
ments, and that is why we have come to
you with this rule.

The only amendment is the one af-
fecting vocational rehabilitation.

I will conclude by saying that we are
trying to reach a balance between what
1s proper benefits and what is proper in-
centive. That is the key to this whole
problem, and we think we have it. '

Mr. BOLLING. Mr. Speaker, I yield 2
minutes to the distinguished gentleman
{rom Indiava (Mr. Jacoss).

Mr. JACOBS. Mr. Speaker, I believe
among his other eloquent utterances,
Hubert Humphrey once said he deemed
it his duty to see to it that the Govern~-
ment did something to comfort the af-
flicted. and in some cases to afflict the
comfortable. I do not claim that the bill
we reported from the Ways and Means
Commitiee is precisely in line with that
philosophy, but it is not far off.

Most of the propaganda. including
full-page advertisenients that I have
seen in obposition to this legislation.
speak in terins of the severely disabled
workers. The severely disabled workers
are heloned by this bill. This bill addresses
itself 1o a problem which is understand-
able. it seemns to me, by any citizen in
this country.

The proposition is very simple: Should
a person on disability payments from the
social security system get inore than they

CONGRESSIONAL RECORD—HOUSE

got when they were working, particu-
larly in view of the fact that the people
who are paying them that income are
their fellow workers, not on a progressive
income tax, but on the regressive social
security tax, who still runs the lathes
and are working in the offices? That is
the fundamental issue, not the severely
disabled, but those who are going to re-
ceive more than they got when they were
working.

I hear it said that the way to reduce
social security taxes is not te -cut the
benefits.
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What kind of crazy, upside-down, side-
ways logic is that? How else in the world
can you cuft the cost of anything except
to cut the thing itself? The disability
program began in in the mid-1950’s as
nothing more than insurance that when
you reached old age you would receive
social security benefits, and it has grown
humongous since then. And I applaud
much of the growth. It has done a good
thing for our country and the people in
our country. But, for heaven's sake, we
ought to know by now that one of the
reasons we are in such dire trouble with
the social-security system generally, and
the tax on those working people in this
country who must continue to work to
pay these benefits, is that the benefits in
some cases have allowed those who are
not severely disabled to hit the jackpot
on the nickel of those who are.

This bill seeks to do more than ever
for those who are severely disabled, those
who have lost the use of their legs and
their arms, and that kind of seriousness,
but at the same time it seeks common-
sense. I appeal to the House to respond
to that and then we will be doing equity
both to the severely disabled and to the
mildly disabled, as well as doing equity
to the people who pay the bills.

Mr. BOLLING. Mr. Speaker, I yield 2
minutes to the dstinguished gentleman
from Ilinois (Mr. Mi1kva).

(Mr. MIKVA asked and was given per-
mission to revise and extend his re-
marks.)

Mr. MIKVA. Mr. Speaker, the diffi-
culty with this bill is not what is in it,
but what is perceived to be in it by peo-
ple who are opposed to any change, and
that is 2 problem that comes up not only
on the biil, but comes up on the rule.
There is no way that the bill could have
achieved the kind of unanimous support
that it did in the subcommittee and the
full committee if it did not take into ac-
count the needs, the concerns, and the
responsibilities of all the citizenry who
are going to be affected by it. Most of
what has been writlen about this bill just
is not there, most of the problems that
have been claimed from this bill just are
not to be heard. and the rule reflects
that in that it tells the Members of the
House that we have a chance to either
make the changes that have been agreed
upon or there is nothing that can be
done at this point except wait for a
worse situation to develop later on down
the pike. I doubt that there is a single
issue that comes before the Congress on
which we get more mail and less under-
standing than social security. That is
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true whether we are talking about dis-
ability or whether we are talking about
the tax rate, or whether we are talking
about administrative procedures. All of
it comes up in a context of much heat
and very little light. I can only say that
this bill was given, as our distinguished
chairman, the gentleman from Texas
(Mr. PickLE) has .said, 5 years of con-
scientious attention. We reviewed every-
thing that could be done. What is in this
bill are the only changes that are con-
sensual. Anything other than that that
is in this bill at this point is something
that cannot be achieved. It would be
great if we could take the cap off and
give everybody everything that conceiv-
ably they would be entitled to or that
they might think they were entitled to.
There is not that kind of money in the
fund; there never will be. It would be
great if we could find a painless way of
financing social security. This bill is all
there is.

Mr. BOLLING. Mr. Speaker, I yield
2 minutes to the gentleman from Vir-
ginia (Mr. FISHER).

(Mr. FISHER asked and was given
permission to revise and extend his re-
marks.)

Mr. FISHER. Mr. Speaker, T also rise
to support this rule and, of course, the
bill itself. As somebody has already said,
this is a testing moment, whether this
House, this Congress, can make some
changes, some reforms, some improve-
ments, some tightening, some savings
in a social security program and retain
the essential purpose and benefits of the
program. This is a test. It is not the big-
gest test on this subject in this Congress,
but it is the first one, and I hope we can
pass this test and put ourselves in a posi-
tion later on to consider improvements in
larger reaches of social security that

- will at the same time preserve essential

benefits that people deserve and have
been promised, and st the same time
tighten the administration and save a
little money that need not be spent.

The critical point here is the cap. The
savings come, because the cap will be
lowered. Expenses under this program
have grown very rapidly in the 1970’s.
It is well known that there are prob-
lems with the administration of the
program. There are equity problems. It
is not reaching fully some of the people
it should reach, and it is providing funds
to some people who really with incen-
tive would get back to work, and at the
same time those who do take the incen-
tive and get a job are protected. They
can get back under the coverage of
disability insurance more readily under
this bill than they can at the present
time. This is a testing moment in a
small way, and I hope very much my
colleagues would approve this rule, go on
to debate the bill and approve the bill.

Mr. BOLLING. Mr. Speaker, I yield 5
niinutes to the distinguished gentleman
from Missouri (Mr. GEPHARDT).

Mr. GEPHARDT. Mr. Speaker, as one
who urged an amendment in the sub-
commiltee and in the committee to in
some people’s view make this bill tougher,
and as someone who almost carried that

amendment, short by two votes I think

in the subcommittee and I think two
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votes in the committee, I rise in faver
of this rule which does not make in
order my amendment which I said was
offered in the subcommittee, in the
committee. .

As has been eloguently stated, this is
the work product of over 3 years in the
subcommittee of the Committee on Ways
and Means. The last time that many of
us talked about social security was in
1977 when we passed the historic new
taxes that people are now paying across
America, and today we are going back
on the part of social security that really
caused those tax increases, the disability
portion. There has been 2 lot of talk
about the cap and, indeed, there should
be. In 1967 the disability program cost
in benefits in outgo from social security
$1.9 billion. This year the outgo for dis-
ability for social security will be $15 bii-
lion, to give the Members some ides of
what has happened with this program.

We are asking for & modest cap, in
my view & very modest cap, but rememe-
ber one other thing, this bill is much
more than & cap on benefils. That Is
probably the leest thing the bill does.
Much more importantly, 1t greatly im-
proved the administration of the social
security program, the disability pro-
gram. More than that, it protects the
rights in many important ways of peo-
ple who receive benefits under the dis-
ability program, and it gives positive in-
centives to pecple who decide they want
to try to work when they are not sure
whether they can work, who are dis-
abled, to go into the marketpiace §o try
to work and yet not lose their disability
benefits while they are fAnding out
whether they can work or not.

ulI urge the kMembers to support the
rule. :

Mr. SKELTON. Mr. Speaker, will the
gentleman yield?

Mr. GEPHARDT. 1 yield to the gentie-
man from Missour].

Mr. SKELTON. I thank the gentle-
man for yielding.

Does this bill alter in sny manner
substantially those who are 47 years of
age or yvounger who receive disabllity
payments?

Mr. GEPHARDT. I do not know at

what age one could say there is a dif-
ference made with regard to this bill.
- Mr. SKELTON. What concerns me is
what I have been told as to someone who
1s a younger disabled person who comes
out on the short end of the stick as
opposed to someone who is older and is
disabled. Would the gentleman explain
that as to whether that is true?

Mr. GEPHARDT. I do not believe that
is true in the way we look at what one
made in the past in determining his dig-
ability benefit. We change the way cne
views basf earnings. It is my understand-
Ing that that change will probably help
the younger worker as opposed to the
older worker. .

Perhaps the chairman of the subcom-
mittee could be more specific.

Mr. PICKLE. Mr. Speaker, will the
gentleman yield?

Mr. GEPHARDT. I yield to the gentle-
man from Texas.
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Mr, PICKLE. The biil would have an
effect on those between the ages of 47 and
27. Under the present law cveryone gets
5 years dropout. We have found those
who are younger get the 5 years, because
they have been at work for a shorter
period, can get 2 much higher benefit
compared to the person who has been if”
the work force for 20, 30, or 40 years.

Mr. Speaker, the committee attempted
to close the disparity between the young-
er and the older period. We hopsd we
had done ib. There is now some con-
troversy that we could have just added
more years. One could go at it in any
way, but it is @ minor part of the meas-
ure. Everybody gets the 5 years of the
dropout under the present law.

Mr. CONABLE. Mr., Speaker, will the
gentleman yield to me?

Mr. GEPHARDT. I do yield to the gen-
tleman from New York.

Mr. CONABLE. This hos no efféct on
those drawing disability benefits now.
What happens will have some impact on
the formule for people drawing dizebil-
ity benefits in the future, who become
eligible at some time in the future.

Mr. Speaker, one of the problems has
been that young people, frequently, be-
cause of the manner in which the for-
mula is set up, are drawing very sub-
stantially more disability pay than older
disabled people.

Mr. GEPHARDT. Mr. Speaker, I would
Jjust respond to the gentleman from Mis-
souri (Mr. Vento). The attempt was
made in the subcommittee to make bet-
ter parity between the older worker and
the younger worker, because of the affect
of inflation upon younger workers' wages
when you look at & composite of year's
wages in determining the disability bene-
fits. That is the reason we changed the
dropout-year formule between the two.
I do nof think it is & major matter and I
do not think it is & great disincentive for
the younger worker.

Mr. VENTOQ. Mr. 8peaker, will the gen-
tleman yield?

Mr. GEPHARDT. I will yield.

Mr. VENTO. The gentleman points out
the cap does not change for existing
workers. That 18 to say there is no new
cep for existing workers who are receiy-
ing benefits. You do not eliminate any
cost-of-living increases to them?

Mr. GEPHARDT, That is correct.

Mr. VENTO. Are there cost-of-living
increases included or anticipated in the
cap that will be in effect for workers that
will fall under this new law?

Mr. GEPHARDT. Yes, the same law
applies.

Mr. BOLLING. Mr. Speaker, I move
the previous question on the resolution.
The previous question was ordered.

The resolution was agreed to.

A motion to reconsider was laid on
the table.

Me. ULLMAN. Mr. Speaker, I move
that the House resolve itself into the
Commitiee of the Whole House on the
State of the Union for consideration of
the bill (H.R. 3238) to amend title IT of
the Sccial Security Act to provide better
work incentives and improved account-
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ability in the disability insurance pro-
gram, and for other purposes.

The SPEAKER pro tempore. The ques-
tion is on the motion offered by the gen-
tleman from Oregon (Mr. ULLMAN).

The motion was agreed to.

IN THE COMMITTEE OF THE WHOLE

Accordingly the House resolved itself
into the Committee of the Whole House
on the State of the Union for the con-
sideration of the bill, HR. 3236, with
Mr. BEILENSON in the chair.

The Clerk read the title of the bill.

The CHAIRMAN. Pursuant to the
rule, the first reading of the bill is dis~
pensed with.

Under the rule, the gentleman from
Oregon (Mr. ULLMAN) will be recognized
for 30 minutes, and the gentleman from
Texas (Mr. ArcHER) will be recognized
for 30 minutes.

The Chair now recognizes the gentle-
man from Oregon (Mr. ULLMAN).

Mr. ULLMAN. Mr. Chairman, I yield
myself such time as I may consume.

(Mr. ULLMAN asked and was given
permission to revise and extend his re-
marks.)

Mr. ULLMAN. Mr. Chairman, it will be
the intention of the chairman of the
Committee on Ways and Means to turn
over the debate to the chairman of the
subcommittee, the distinguished gentle-
man from Texas (Mr. PICRLE).

Mr. Chairman, I would like to open
the debate by reasserting some of the
arguments and some of the information
presented in the debate on the rule.

Mr. Chairman, this bill culminates 5
years of intensive review of the disability
program by the committee. It was unan-
imously passed by the committee and
has the active support of liberals and
conservatives, Democrats and Republi-
cans. It is a modest bill that reduces
benefits slightly for future beneficiaries
and dramatically improves administra-
tion and assistance to people attempting
to return to the work force.

These provisions include allowing de-
ductions of work-related expenses before
computing eligibility for benefits, ex-
tending medicare coverage for 3 years
beyond current law and eliminating the
second waiting period for medicare cov-
erage if a person returns to work but is
unable to hold a job because of his dis-
ability. This bill eliminates the risk, es-
pecially the loss of medical benefits, to
a disabled person returning to work,
Under current law, the decision to return
to work is not easy. If an individual
works for 1 year and then the impair-
ment worsens or he is laid off because his
boss claims he cannot handle the job,
the disabled person must go through the
whole application process again. He
must wait another 24 months for medi-
care benefits and several months for
cash benefits. This bill would eliminate
these barriers to returning to work.

This bill improves the equity between
Younger and older workers by reducing
me number of dropout years and by
slightly reducing dependent benefits.
These provisions have been controversial
but several facts should be made clear:
First, it does not affect anyone now on
the rolls; second, it does not affect any-
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one in the social seourity retirement gngd
survivors programi; third, it does not
affect the typical disnbled worker who is
50 years or older and whose physical
ability has been diminished by hard
labor.

Under current law, workers of all ages
are allowed to exclude 5 years of low
earnings in determining average earn-
Ings which then determine the level of
benefits. For a 29-year-old, who has
worked 7 years, this represents & Ti-
percent exclusion, 5 years out of 7 are
eliminated. For a person age 50, who
has worked 28 years, this exclusion rep-
resents only 18 percent of his or her
earnings’ history. This bill relates the
number of dropout years allowed to &
worker’s age. No dropout years would be
allowed for workers under age 27, but
the number of dropout ysars allowed
would gradually rise to 5, like existing
law, for workers aged 47 and over.

One provision that has proved particu-
larly controversial is the cap piaced on
benefits. Benefits are limited to 80 per-
cent of average indexed monthly sarn-
ings, or 150 percent of the worker's pri-
mary insurance amount. Some argue thaf
this is unfeir, that this will not incresse
8 person’s incentive $o return to work
and that this provision was enacted be-
cause the fund was in s crisls situation.
We must keep a few facts firmly In mind,
First, wages earned in 1968, for example,
are today fully indexed to account not
only for the growth in prices since 1965
but also for the growth in wages over
that period. The cap in this bill is 80
percent of this average gross income
which resuits in 100-percent replacement
rates of net income for the typical case.
After accounting for the fact that the
disabled worker no longer has to pay the
payroll tex, State, and Federsl income
taxes, or work expenses, 80 percent of
Bross income can easily exceed the
amount of predisability take-home pay.
Work expenses alone in our high price
energy world can be from § to 15 per-
cent of income. This is especially true
for two-earner familles. Data, from the
Congressional Budget Office Indicates
that over 60 percent of these families
have more disposable income after the
disability than before the disability.

Let me give you e specific example. Beo
fore his disability, & husband WAS earn-
Ing $12,000 and his wife was earning
$6.000 and they hed twe children, Their
net income, after work expenses and
taxes, would be $13,400. Aftar the hug-
band becomes disabled, and his wife cone
tinues to worl, thelr income would in-
crease to $14.200. The economic incen-
tive for the husband to return to his
former job is actually negative, --$800.
Benefit limits in the committee bill would
reduce net family income in that situge
tion to $12,800. So returning to work
would yield a small but positive rise in
family income.

It does not make sense in our soclety
when we place a great emphasis on work,
that workers who become rehabilitated
should experience & reduction in income
as a result. This bill would ellminsate that
inequity.

I think the evidence 1s becoming in-
creasingly clear that hizher benefits do
reduce the probability of becoming re~
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habilitated. A CBO analysis indicates
that economio considerations do influence
the DI caseload. When benefits rise rela-
tive to wages, so does the number of
beneficiaries. A study by the Social Se-
curity Administration reveals similar re-
sults, Another study in the most recent
issue by the Social Security Bulletin indi-
cates that higher benefits produce lower
recovery rates.

Finally, this bill improves the adminis-
tration of the DI program. It insures that
decisions are made more equally between
the States. Current law studies have
shown that there is wide disparity in how
determinations are made from State to
State. The bill contains @ mechanism for
reducing these differences. This bill also
reinstitutes the comprehensive review of
disability cases each 3 years,

I conclude by urging pasage of this
bill. Jake Pickle and other members of
the subcommittee have studied this pro-
gram in great depth for more than a
year, Opponents of this bill say that we
should wail until indepéndent commis-
sions have studied this In more depth. I
question the adjective “independent”
when several of their members organize
lobby groups to oppose this bill. Fur-
thermore, there arc always studies in
progress. If we walted for the last study
to coms in, we could weait forever. These
Independent commissions eannot deter-
mine the relationship between taxes and
benefits. Only elected officlals can make
this determination. Our staff has been
studying this for some time; HEW has
been studying this for some tinie. Noth-
ing significant will be learned that we do
not already know. This bill was not
passed in haste or in » citmate of crisis,
but was approved after careful consider-
ation, X urse your full support.
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Mr. Chairman, ¥ yield the balance of
my time to the gentleman from Texas
(Mr., Picxie), who will handle that
time. .

(Mr. PICELE asked and was given per-
mission to revise and extend his re-
marks.)

Mr. PICKLE. Mr. Chairman, I thank
the gentieman.

Mr. Chairman, this bill was passed in

-essence last year by the Subcommittee

on Social Security. Earlier we were con-
cerned then thet there was a “run” on
the disabllity program. It looked like the
disability program was going to go
broke, so in 1877 we passed & social se-
curity bill, and we raised ¢axes so that
we would be certain that the American
people would have the guarantee that
there would be money there for their
monthly checks,

Now, that was what we ghould have
done. It took & lot of courage. I think
we corrected four-fifths of the problem
on soclal security when we passed that
biil.

Some people will say, “Well, you don't
really need now to do anything about the
disability program, because we have
meney in the disability program.”

Yes, the disability fund is in much
better shape today. We should all know
that and be glad about it: but we should
also remember that in the jast 8 years
we have transferred some $3 billion per
year from the other trust funds over to
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the disability fund, so that the disabllity
fund would not go broke; s0 when you
look at the fund you say, “Well, we don't
really need to do anything. We don't
need to cut back.” That 15 not true, be-
cause we have actually reallocated some
$8 billion over the last 3 years.

8Second, we know that if there is a
recession or a depression and if unem-
ployment goes up, and that is the omen
we have facing us now, then we know
what is going to happen under the dis-
ability program. Applications are going
to go up as they have in the past; so we
have to be careful in what we do and not
Just say, well, there is plenty of money.

May I repeat that the objective of this
bill was to give work incentive to these
beople to go back to work; things I men=
tioned a while ago such as giving them
an additional year in the Wwork trial
period where they would not lose eligibil-
ity; such as giving them at least 3 addi-
tional years under medicare, and that is
a great protection. We need to give that
to the disabled people.

One other matter that I did not - men-
tion that I should have is that before you
count your SGA, the level of earnings
that determines substantial gainful ac-
tivity, you can deduct all extraordinary
work' expenses. If you had to pay out ex-
tra money for a wheelchalr or for med-
icine or expenses of that sort, you deduct
that before determining whether or not
you go off the rolls, Now, those are real
incentives.

In addition, we have tried to speed up
the judicial process so that these cases
would not just 20 on and on an on. The
court could remand this back down to
the ALJ without cause or other reason
which was weakening the appeal process
at that level. We found that they were
not having reviews of State decisions. It
had degenerated to less than 5 percent of
the review by the Federal Government
of these cases.

Now this bill says that there would be
review; in 1980 there would be a 15-per-
cent review; in 1381735 percent, and 1982,
65 percent.

We also closed the record at the ad-
ministrative law judge level.

More importantly, we put a provision
in there that says that every 3 years each
person not determined permanently dis-
abled will be recviewed again to see
whether they are disabled and should
they be continued.

Now, we are taking nobody off the dis-
abled, rolls now. Everybody has been
grandfathered, so those people who say
we are going to “‘cut benefits,” they are
not correct, because we are not‘actually
taking away any funds. We are simply
making basic corrections.

We did not set about In this bill to
“save money.”

Some seem to think, well, we were try-
ing to balance the Federal Government
by virtue of savings under the disability
program. Well, this would actually affect
less than 2 percent of the outlays in this
whole program. We would make a sav-
ings, perhaps, by virtue of these correc-
tions of, oh, upward of a billion dollars
in the next 5 years; but the fifth year
from now we will be paying out $175 bil-
llon; so obviously, we are not trying to
correct the Federal budget by this bill.

This is a good solid bill and deserves
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our support. If we do not pass the bill
today, these thousands, some 2 million
people who deserve protection under
these work incentives will not get them
this vear or next vear and we do not
know when. That would be grossly un-
fair if we did not pass a blll which we
think hns good balance. I recognize there
has been some opposition, some under
the cap, some under the dropout.

The intent was good. We had no idea
that we would run into this kind of op-
position, hecause some groups say you
simply cannot cut any kind of benefit.
We think we can do it and show the pub-
lic that they can have confidence in the
social security program and that is the
purpose of this bill.

Now let me go into a little more detail.

I have found time and time again that
what has been heard about this bill and
what is actually in this bill do not often
bear much resemblance.

First, HR. 3236 recognizes that the
present systemn makes it very hard—
sometimes makes it almost impossible—
for a disabled person ever to go back to
work. I find this particularly tragic in
the case of younger disabled workers,
who are thereby encouraged to remain
on the disability rolls for a long time. It
is no less tragic in the case of a middle-
aged person who finds himself or her-
sclf rendered uscless to socicty during
the prime of the working years.

As one represcntative of the disabled
aptly put it: “Disability may be perma-
nent, but unemployability is not.”

Unfortunately, the current system does
not recognize this and insists on adding
the tragedy of uselessness to the tragedy
of ill health. These are people who have
been in the work force and who have
been leading useful lives, pursuing a ca-
recr, trying to make ends meet. In about
a third of the cases they have been rais-
ing a family. Suddenly before they are
old, severe ill health strikes. Or, these
are people who have struggled with
handicaps for many years—sometimes
for all of their lives. To take these people
and offer them the choice of being a
ward of society or else striking out en-
tirely on their own is not a defensik.e
policy for this Congress to assume. It
is bad for these disabled people. It is
bad for the taxpayers asked to support
them. And. in the long run, it can only be
bad for each of us in this room.

This small bill cannot do everything
to correet the inhuman ways we shut off
our disabled citizens and render them
uscless wards of public programs. But
within the context of the social security
disability program, it does a lot. It takes
steps to allow them to have the health
coverage disabled people continue to need
and to allow themn to earn more money
while still inaintaining the right to bene-
fits when they need them. It makes more
room for the person whose work per-
formance may be erratic.

H.R. 3236 removes several barriers cur-
rently thrown up against a disabled per-
son who would like to become a pro-
ductive citizen. Again, it does not do
everything, but it is a critical and hu-
mane first step.
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1. DEDUCTION OF WORK EXPENSES

Pirst it allows the deduction of all
work expenses related to the disability
before computing continued eligibility
for benefits. This means that if a per-
son needs a special wheelchair, other
specinl equipment, or special medicines
and care {n order to work, that will all
be subtracted from his or her earnings
before deciding if this person has indeed
moved successfully back into the work-
force. This puts the disabled person’s
earnings on a par with a normal person’s
earnings because the government would
only take into account wages clear and
free of the disability.

2. MEDICARE IMPROVEMENTS

Second, it provides medicare coverage
for 4 years after a disabled person re-
turns to work. Currently, a disabled per-
son trying to move back into the work-
force has only 1 year of medicare cover-
age. Medicare is often the most impor-
tant benefit for a disabled person, who
is more likely to have high medical ex-
penses. So, this change is vital and
humane and something the disabled peo-
ple have asked for time and time again.

Moreover, under the current law, a
person must wait 24 months for medi-
care coverage. Then, if that person leaves
the disability rolls and returns to them
later, he or she is faced with a second
24-month waiting period for medicare
coverage. H.R. 3236 would remove this
onerous second waiting period. And it
is very unlikely that this group of people
would have acquired sufficient resources
or sufficient private coverage to carry
them through a second 2-year wait. This,
again, is something which disabled per-
sons have brought to our attention time
and again.

3. DOUBLE TRIAL WORK PERIOD

The third major provision of this bill
to remove barriers for disabled workers
is to double the trial work period—the
time in which a person can work without
losing eligibility for benefits. Currently
that period lasts 1 year. This bill would
allow it to go for 2 full years. If at any
time during this period the person’s
earnings dropped below the limits set by
regulation then benefits would resume
immediately.

4. TRIAL WORK FOR WIDOWS AND WIDOWERS

The bill also extends trial work period
privileges to widows and widowers.
8. STUDY FOR ‘‘SGA"

And it authorizes experiments and stu-
dies to be made on the effect of raising
the amounts disabled persons can earn
before losing benefits, to see if that will
also help.

Many disabled groups are quite excited
about the prospects of this new study
authority. There is still very much to be
learned about how truly to help disabled
persons, and they have many plans and
ideas they are anxious to try out.

These benefit liberalizations may cost
as much as half a billion dollars over the
next 5 years. That is no small change,
and it stands as testimony against those
who would claim the purpose of this bill
is nothing more than an attempt to cut
back on the social security program.
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Now, let me talk about the cap. The
cap changes the current family maxi-
mum so that a worker will not receive
benefits which can actually exceed his
after-tax earnings. This is a problem
which arose out of the old benefit forinu-
la and was not entirely corrected by the
decoupling actions of the 1077 smend-
ments.

There are still some areas where bene-
fits can exceed prior earnings. By care-
fully studying a large sample of recent
beneficiaries, HEW has deterinined that
some 6 percent of newly disabled per-
sons coming on the rolls actually receive
more in disability benefits than they did
in the highest 5 years of their earn-
ings, and another large segment receive
replacements of over 80 percent of their
wages. In the disability program, which
has a duty to balance benefit adequacy
with work incentive, having a significant
number ‘of beneficiaries with extremely
high replacements is a particular prob-
lem, especially when one remembers the
benefits are tax free. Not only is it un-
fair to the taxpayers who must support
the program, it is out of line with mdst
benefits accorded in this program.

As recently as 1967, a worker with
median earnings and a family could ex-
pect only 60 percent of his prior earn-
ings to be replaced by his social security
disability benefit. By 1976 that had
climbed to 90 percent—and, meanwhile,
recovery rates from disability dropped to
one-half of what it had been earlier. Also.
workers without dependents have always
received much lower replacements—av-
eraging only about 45 to 50 percent of
prior earnings.

You have to keep in mind that social
security disability benefits are tax free.
So when you take someone who has been
making about $11,000 and give him al-
most $9,000 in tax free benefits—which is
sometimes the case when family benefits
are awarded under current law—1I think
you can see we have a definite problem.
That person likely will never return to
the work force. ‘

This holds, too, at the lowest income
brackets, because there is rightfully some
concern about the lower incomes. Some-
one with earnings of about $6,000 would
receive under current law well over $5,000
in tax free family benefits.

I noted that the median replacement
rate for family benefits in 1967 was some
60 percent. But this bill does not bring
anyone down to a 60-percent level. It
does not bring them anywhere necar a
60-percent level. It sets an 80-percent
level. which is a generous, replacement.
especially in a program such as social
security.

What the bill does is slightly modify
the existing maximum on family bene-
fits. Under existing law, a disabled worker
does not receive unlimited amounts of
dependents benefits. The worker’s family
is limited to 150 percent of the worker’s
benefit at the low income levels now—
and to slightly higher levels at middle
and upper incomes. H.R. 3236 simply ex-
tends the 150-percent limit across the
board. It also limits the replacement of
prior wages to an 80-percent level.
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These overly high replacements do not
oceur in the case of workers without de-
pendents—and these cases constitute
over 70 percent of all disabled benefici-
aries, and they are not affected by this
provision. High replacements also do not
occur in about an additional 10 percent
of beneficiaries who do have dependents,
but are already limited by the 150-per-
cent level in the current family maxi-
mum. But in about 20 percent of the new
awards being made, the benefits are ex-
ceeding—or nearly exceeding—the aver-
age of the highest 5 years of prior income,
and this must be corrected.

This is not right in an insurance pro-
gram. And it is not fair to ask the tax-
payers to support these benefit levels. If
we do not correct this situation now,
while this is still a relatively new prob-
lem, then we will only sharpen the de-
bate between the taxpayers and the ben-
eficiaries down the road. The piper will
be paid but his tune is likely to get more
shrill as we go.

Let me review quickly what this
means:

-No current beneficiary would be af-
fected ;

About 75 percent of future benefici-
aries would not be affected;

The worker’s own benefit is totally
guaranteed;

Only benefits out of line with the his-
tory and purposes of the program would
be affected; and )

This correction would affect only
about $38 million out of some $2 billion
new benefits that will be awarded in the
ast 9 months of fiscal 1980.

Now, let me turn to the second correc-
tive measure. This, too, addresses a rela-
tively new situation—a situation where-
by a worker who has been supporting
this system with his labor and his taxes
for years and years can receive a much
smaller disability benefit than his
younger counterpart. This, too, is a fact
which cannot be- tolerated in gn insur-
ance program, and indeed is being chal-
lenged at this moment in a court in Cali-
fornia under old age discrimination
laws fathered here by the esteemed gen-
tleman from Florida,
PEPPER.

To explain the problem in the sim-
plest terms: A young worker, age 27, who
received maximum benefits under cur-
rent law would get $568 a month. A 50-
year-old worker with maximum bene-
fits would get only $496. He has been sup-
porting the system 23 years longer than
the younger man and yet he receives a
benefit 12 percent lower.

Some groups have charged this bill is
cruel to young workers because .the
young worker is more likely to need the
higher benefit. That point alone. is en-
tirely debatable. However, the bill takes
no drastic step. Even in the worst case,
it only reduces a 12-percent discrimina-
tion aguinst the clderly to a 9-percent
discrimination.

Actunlly, the dropout years was not
created to ease the situation whereby a
person might have low earnings in a few
vears. The dropout years was placed in
the law in 1954 and 1956 when several
new groups were brought into the retire-

Congressman
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ment program. Benefits are calculated
based on earnings beginning in 1951;
thus, the dropout provision in existing
law allows 5 dropout years. It was noted
in 1954 that dropout years would also
help people who had a few years of sick-
ness or unemployment, but this was not
the primary purpose—and the disability
program was not even In existence at
that time.

The problem with this provision has
come about only in recent years as the
wage base has risen far more quickly
and dramatically than anyone in 1956
imagined. Thus, the young worker can
calculate benefits based on only a few
years, possibly at very high earnings.

This, too, Is a problem which we must
correct now—or it will only become more
difficult to correct in the future. But this,
too, is not a drastic proposal at this time.
It will affect only $14 million in benefits
out of the some $2 billlon new benefits
expected to be awarded in the last 9
months of fiscal 1980. Once again, it does
not affect anyone on the rolls today.

This bill also takes steps to increase
accountability in the social security dis-
ability program. An accountable pro-
gram is not just a smooth running pro-
gram, The award and denial of benefits
must be reasonably uniform throughout
the United States. The program must
also be responsive to the disabled. It must
accord them the courtesy of a correct
and early response. It must make that
response understandable. And it must
make the right decision the first time
so that applicants and taxpayers alike
will be freed from the costly and lengthy
appeals processes.

These, too, are the objectives of H.R.
3236.

Accordingly, this bill would:

Require that applicants be given an
individual statement of the reason for
the decision in their case;

Increase payments for medical evi-
dence;

Reinstitute a comprehensive review of
cases;

Give the Secretary of HEW regulatory
authority to establish and enforce stand-
ards of operation;

Transfer full authority for the re-
habilitation program for social security
beneficiaries to the regular VR program
and institute instead a bonus system of
awards from the trust fund based on suc-
cessful returns to work;

Require an HEW study of how State
employees would be protected if a State
agency ever relinquished operation of the
program; and

Institute a review of all disability cases
at least once every 3 years so that a per-
son would not be left on the rolls long
after he or she may have recovered.

Let me make one final note. Some
State agency employees had expressed
concern about the bill as it emerged from
subcommittee because there was no pro-
vision in it to protect their rights should
the Federal Government ever have to
assume the responsibility of running the
program in any State.

This was currected in the full commit-
tee by an amendment I offered to order
the Secretary of HEW to report to us by
January—and report in great detajl—
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exactly how he would handle the as-
sumption of the functions of a State dis-
ability agency. How would he process the
State employees for Federal hire? How
would he protect their pensions? How
would he insure that service to disabled
persons was not disrupted?

Because of this amendment, the na-
tional organization for these State em-
ployees—the National Association of Dis-
ability Examiners—has strongly en-
dorsed this bill, This amendment affords
these employees a protection they do not
enjoy under present law.

This is a wide-ranging and balanced
bill. It will help us to maintain public
confidence in the social security pro-
gram, and I strongly urge its passage.

Now, Mr. Chairman, I wouid yield 3
minutes to the gentleman from Indiana
(Mr. Jacoss).

Mr. JACOBS. Mr. Chairman, I will not
even take the 3 minutes. I do not think
it is necessary. This legislation before the
House now, as I said a few moments ago,
is not really complicated at all. If you
want to do commonsense, if you want to
help the people who are severely disabled
and you want to make sure that nobody
is doing better on disability than he or
she did on the job financially, then this
is the right bill for you.

I might add that if you sat on that
committee through the years and listened
to the testimony and examined the data,
you would conclude that on the reform
side this is’ a very, very mild, very weak
cup of tea. There are other reforms that
can be argued logically in the social se-
curity disability system that were not
brought to the fioor because they were
perceived by some in the Committee on
Ways and Means to be too controversial.
What was brought here, apart from the
propaganda, and I must say knee-jerk
propaganda against this bill, is a very
weak reform. If the House of Represent-
atives and this committee cannot even
achieve that weak reform, then I think
that we have no cause for pride in the
work we have done this day.

Mr. ARCHER. Mr. Chairman, I yield
myself such time as I may consume.

(Mr. ARCHER asked and was given
permission to revise and extend his re-
marks.)

Mr. ARCHER. Mr. Chairman, I want
at the outset to compliment the chair~
man of the subcommittee, the gentleman
from Texas (Mr. PickLE) for the out-
standing work that the gentleman has
done on this bill and all the members of
the subcommittee, the chairman of the
full committee and the ranking Repub-
lican on the full committee and all the
members of the committee because as
was mentioned earlier, this bill was unan-
imously approved by the subcommittee
which represents, I believe, a cross-sec-
tion of the philosophies in this entire
House. It came out, as has been men-
tioned earlier, by a voice vote out of the
full committee.

Mr. Chairman, H.R. 3236 is not a per-
fect bill. It does not solve all of the
problems, as I see them, In the disability
insurance program. If the legislation had
been written to my own specifications, it
}nould be different from the measure be-

ore us.
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But if the bill had been tailored to my
taste only—or to that of any other Mem-
ber—it might not have progresseq 30
far. H.R. 3236 has survived. It has pagsed
all the tests: Unanimous approval by
subcommittee, and voice vote endorse-
ment by the parent committee.

The bill has succeeded, Mr. Chairman,
because it represents & workable comptoe
mise, an appropriate blending of shared
objectives. H.R. 3236 does not make as
many changes as some of us would like;
it makes more than others want. But, it

is realistic, it is feasible, and it does in-.

clude a number of significant and long-
needed improvements in one of the two
programs comprising our Nation’s basic
social insurance system.

First, the bill provides for disability
benefit levels that are more reasonable
and more equitable. Second, and equally
as important, H.R. 3236 makes it easier
and more attractive for & disabled bene-
ficiary to return to work, if at all possible.

Actuaries have estimated that the bill
would reduce outgo from the social se-
curity trust funds by $184 million in
1981. The “savings” would escalate an-
nually, reaching 9 yearly level of more
than $1 billion by 1984. The long-range
deficit in the combined old age survivors
and disability insurance trust funds
would be cut 14 percent, from 1.4 to 1.2
of taxable payroil.

Although these “savings” are signifi-
cant, I think they will be further en-
hanced if the added work incentives
which the bill provides are fully taken
into account. I believe that H.R. 3236
-7ill help more people return to the labor
force, thus producing more income for
both the Treasury and the sccial se-
curity trust funds.

I also am convinced that these same
provisions will bring about an even more
important “savings” in human terms.
Too many persons who are deemed to
be disabled windup on the shelves of our
society. Through its improved work in-
centives and related provisions, H.R.
3236 should help many of these peopie
to get back into productive pursuits, to
rejoin the mainstream, and to enhance
their own personal self-respect, & major
key to happiness.

One of these provisions stems from
my own long-held concern that some
severely disabled persons have been dis-
couraged from returning to full-time
jobs because of the high cost of special
equipment they need just to get around.
Although they may be able to earn good
wages. when they subtract from their
earnings the special expenditures which
allow them to function at work, they
find they would be better off financially
if they stayed home and continued re-
ceiving maximum benefits.

Section 5 of this bill would eliminste
that disincentive to work. It provides
that extraordinary expenses incurred by
the severely disabled to keep them funec-
tioning will not be counted as earnings
that will cause them to lose benefit
status.

Other work incentives provided by
H.R. 3236 would: Expand the trial work
period from 9 t¢ 24 months; extend
medicare coverage for 3 years to the dis-
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abled who refurn to work; and elminate
the second 2-year waiting period for
those who fry to work, but find they
cennot continue and are forced to re-
turn to the benefit rolls.

The bill alzo toughens veview broce-
dures in the disability determination
pracess. It rejuires Federal review of an
increasing numbser of initial decisions by
stage agencies (up to 65 percent by
1982), and demends that each disabled
beneficiary be reviewed at least once
every 3 years a5 long a8 there is a Pos-
sibility of recovery and a return to work.

Perhaps the two most combroversial
provisions of E.R. 3236 have the net ef-
fect of lowering total benefits paid to,
and on behalf of future disabled benefi=
cisries. One brovision reduces the num-
ber of “dropout” years for benefil com-
putation purposes. Under current law,
all bencficlaries may exciude the 5 years
of lowest easrmings when their benefits
are compubed. For younger workers who
become dissbled, this can create dispro-
portionately higher benefit payments.
Becauss mesimum covered eernings have
risen drematically in wvelalively rscent
years, younger workers who become dis-
abled cen have their benefits computed

on & much higher average earnings base.

than older workers, who have to take
into account moro years of lower ¢overed
earnings. Z.R. 3236 cuts this beneflt dis-
parity between older and younger work-
ers by phasing out the so-called dropout
years for workers eged 47 and younger.
Those aged 42 threugh 46 would be given
4 such years; those 37 through 41
would heve 3 years; those §2 through 386,
2 years; 27 years through 31, 1 year, and
under 27, no dropout year.

Another controversial drovision would
place 2 new limit on the dollar benefits
that could be paid to a disabled benefi-
clary end family. Studies by the admin-
istration, committee staff, and actuarial
experts, have shown that many disabled
beneficiaries end their Gependents are
receiving benefits which, when combined,
make them better off financially than
they were before the primary workers

became disabled. This obvicusly has con- .

stituted @ serious disincentive to gseturn
to work, and the Committee on Ways and
Means' Subcommittee on Secial Security
has endeavored, on & bipartisan basis,
to find an equitable way to alleviate this
problem.

I think i is clear thet a substantial ma-
jority of members, at both committee
and subcommittee levels, have fevored
limiting benefits 8o that the disabled are
not better off financially than they would
be if they were working. There has been
some disegreement, however, as to what
the limit should be.

After months of deliberation, the SBub-
committee on Soclsl Security produced &
formula which lmits total disability
“family” benefits to the lower of: elther
80 percent of the worker's average in-
dexed monthly earnings {(career earn-
ings, sveraged~out) or 150 percent’of the
worker’s primary insurance amount

(basic benefit). Subcommitice members

obviously thought this was ressonable
and equitable, because they approved it
unanimously.
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Although the formula, like the bill it
self, may not be perfect, it does represent
& practical, nonpunitive compromise.

It is important to bear in mind that

the primary benefit, pald to the disabled
worker, would not be reduced by the new
family maximum, and that no reduction
wogd apply to beneficlaries now on the
rolis. -
It is also important to note that the
limit on benefits is just one element
among many in the bill before us. Taken
as a whole, HR. 3236 offers major im-
provements, without radical restructurs-
ing.

If we are to have any reform of the
social security disability program. On
balance, it is & good bill, Mr. Chairman,
and I urge my colleagues to support it.

Mr. Chairman, I yield 3 minutes to the
gentleman from Ohio (Mr. GRADISON).

Mr. GRADISON. Mr. Chairman, I
thank the gentleman for yielding. I want
to join with the ranking member in com~
plimenting the chairman for the out-
standing job the gentleman has done in
bringing us to this point.

Mr. Chairmean, the principal opposition
to this bill centers around the provision
for removing certain family beneflts by
imposing a cap. In this connection, I
would like to just indicate a few basic
facts to put this in what I feel is proper
perspective.

First of all, the cap on family benefits
is only imposed/on a prospective basis.
No one currently disabled will have their
benefits reduced. The cap applies only
to those who become disabled after 1979.

Furthermore, the cap has no effect on
disabled workers benefits. These pay-
ments will not be lowered.

Furthermore, the cap will not lower
payments to disabled widows, widowers,
or disabled children.

The cap on benefits, according to the
estimates provided to the subcommittee,
would afiect only 30 percent of newly en-
titled disabled workers; in other words,
70 percent of people coming on the rolls
in the future would not be affected by
the new cap which this bill would im-
pose. ‘

Finally, the cap is hardly severe. Pri-
vate disability insurance generally does
not replace more than two-thirds of prior
income. -

O 1650

The cap provided under this legis-
lation would be at a replacement rate
of up to 80 percent, which is substan-
tially above the level which prevails in
the private sector today.

Mr. Chairman, what we face is the
guestion of whether reform is a one-way
street. I would hope that the reforms in
this bill would be viewed in their total
perspective, and that the pluses as well
as the minuses from the point of view
of the public reaction would be taken
into account. In my judgment, this bill
is not only important for what it in-
cludes, put is important as far as its
implications for the future are con-
cerned..

Let me point out that in the 1977
social security amendments this House
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did adjust the basie social security bene-
fits that would be received in the future,
and it adjusted them downward in a
substantial manner, taking into account
the fact that the formula provided under
our earlier legislation ‘for indexing of
. benefits against infiation was a faulty

formula. I think much the same prin-
ciple is involved here, Mr. Chairman,
and that is that with the changes pro-
posed by the subcommittes and approved
unanimously by the Cominittee on: Ways
and’ Means, in my judgment we are go-
ing to end up with a more realistic total
pattern of benefits under disability in-
surance, just as with the 1977 amend-

ments we ended up with a better overall -

package of benefits for the basic social
security program. :

Mr. Cheirman, I join with those
Members who have spsken so far im
support of this legislation.

Mr. ARCHER. Mr. Chairman, I yield
2 minutes to the gentlemsn from Cali-
fornia (Mr. LAGOMARSINO) .

(Mr. LAGOMARSINO asked and was
given permission to revise and extend
his remarks.)

[Mr. LAGOMARSINO addressed the
Committee. His remarks wiil appear
hereafter in the Extensions of Re-
marks.] .

Mr. ARCHER. Mr. Chairman, I yield
such time as he may consume to the
ranking minority member of the.full
committee, the gentleman from New
York (Mr. CONABLE),

(Mr. CONABLE asked and was given
v mission to revise and extend his re-
marks.)

Mr. CONABLE, Mr. Chairman, ¥ sup-
port H.R. 3236, because I believe it
would make long-needed iImprovements
in the social seeurity system’s disability
insurance program.

It is & balanced bill, cdarefully-devel-
oped over a long period of time. During
its formative stages, including extensive
public hearings, it received & great deal
of praise and lit}le adverse criticism. In
recent months, however, it has been the
target of vigorous—-and in some ecases,
misleading—lobbyig efforts, and I
would like to address myself briefly to
this 13th-hour assaulf.

Opponents of the measure seem to be
concerned primarily with one provision,
section 2 of the biit. Total social security
benefits to any one family already are
limited by law, and-section 2 would lower
this existing family maximum, prospec-
tively only, with respect to benefits for
the disabled and their dependents. Con-
trary to some of the criticism, the new
celling would not be punitive, would not
affect persons already drawing benefits,
and would not reduce primary benefits in
the future. .

Studies by our committee staff and
others have shown that, despite the
present law ceiling on total family bene-
fits, some disability insurance benefici-
arfes and their dependents are better off
financially than they were before the on-
set of disability, when the Insured bread-
winner was a full-stime worker. The pro-
gram simply was not designed to achleve
that result. From the outset, our social
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securily system has offered insured
workers and their dependents a “floor of
protection” against a loss of earnings
due to certain contingencies, one of
which is disabllity. The idea has been to
provide basic protection, not more spénd-
able income,

Againsi that background, H.R. 3236
would limit total benefit payments to a
disabled beneficiary, plus dependents,
to the lower of: 80 percent of the bene-
fidary's- tversgo predisabiiity earnings,
or 150 percent of the primary insurance
amount. Considering the tax-exempt
status of social security benefits  and
based on g preponderance of evidence
presented to the'commitiee, this limita-
tion appeass reasonable and eguitable.

Becond, some sdverse criticisnt has
been directed at section 3 of the bill,
which reduces so-called dropout years
for younger workers. Undep the present
law, younger dissbled workers recelve
benefits which are disproportionately
higher thaw those paid to older disabied
workers. This happens, because benefits
are based oun average covered earnings,
which have risen dramatically in recent
years. The younger the worker, the fewer
years of lower earnings. The older the

wworker, the more years of lower earnings.
which have to be taken into account.
H.R. 3236 would cut this benefit disparity
by phasing down the earnings years
which younger workers may exclude for
benefit computation purposes. .

To thase who feel that H.R. 3236 goes
too far in modifying future benefit levels
or in making program changes, I would
say that it is really a rather modest ef-
fort. It certainly does not go as far in
any direction gs some observers would
like, During the 4 years in which the
measure was being developed, the Sub-
committee - on Social Security hesrd &
wide variety of proposals, including
thege:

To lower family benefits to levels far
below those new in the bill;

To completely federalize the program,
taking away from the States the tesk of

making initiol disability de{erminations;

‘To all but ctiminate judicial review of
appealed cases: and :

.To shorten the hearings and appeals
process by abolishing the jobs of more
than 600 administrative law judges.

These were just & few of the sugges-
tions which the subcommittee enter-
tained, but did not pursue. on the main

ground that they were too controversial..

What emerged from the subcommittee’s
lengthy deliberations was a series of
amendments which were considereq rea-
sonable and enactable.

In essentially the same form it is in
today, this legislation sajled through the
subcommitice unanimously. The full
committee made some minor alterations,
then reported the bill, by voice vote.

Only after the bill had cleared the.

committeé¢ did the lobbying against any
of its provigions develop in earnest. Dur-
ing public hearings on the measure, few
voices were raised in protest. Praise,
however, was effusive—and it came from
scores of groubs with diverse interests:

No wonder. Even the most strident op+
ponent of sections 2 and 3 will concede
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that most of the bill contains sorely
needed program improvements.

It would provide greater incentives for
those beneficiaries who potentially are
able to return to employment by length-
ening the trial work period, by extending
medicare coverage to those who do get
back into the labor force, by eliminating
any weiting perfod for medicare coverage
for those who become disabled a second
time, and by substantially liberalizing the
impairment-related work expense deduc-
tions.

H.R. 3236 also would require the Gov-
ernment: First, to give clalmants bétter
explanations of disability determina-
tions; second, to pay for existing medical
evidence to support disability claims;
third, to pay for a cleimant’s travel costs
to obtain medical examinations; -and
fourth, to review periodically every non-
permanent case on the disability rolls.

These are all good provisions. The
changes they would make in the dis-
ability insurance program are long over-
due.

I submit, Mr. Chairman, that the sum
of this bill is greater than any of its parts.
And I suggest that if we cannot accept a
modest set of proposals such as these, it
is. doubtful we ever can come to .grips
with some of the tougher social securit
issues that lie ahead. :

Mr. PICKLE. Mr. Chsairman, I yleld
4 minutes to the gentlewoman from New
York (Mrs. CHisHOLM). '

(Mrs. CHISHOLM asked and Wwas
given permission to revise and extend
her remarks.) :

Mrs. CHISHOLM. Mr. Chairman, I
rise in opposition to this legisiation.
Rather than being a “reform' of the so-
cial security system, as its proponents
claim, H.R. 3236 will have a devastating
effect, on those Americans who find
themselves disabled and unable to find
employment in a labor market already
contracting under the pressures of our
ecanomy. Some of the proponents of this
legislation have gone so far as to term
these proposed changes “rather mild” in
their impact on the disability insurance
program. The fact is that this bill, if
not defeated by the House today, will
have & devastating impact on the dis-
abled and their families.

HR. 3236 would limit total benefits
for future disabled workers to 80 percent
of their averoge monthly earnings or 150
percent of the primary social security
benefit they would have received upon
normal retirement, whichever is less.
This provision could reduce current
benefit levels by up tc 20 percent. Given
that the average monthly benefit is only
$340, a 20-percent reduction would place
many beneficiaries below subsistence
levels. Disabled workers usually- lose val-
uable benefits, such as health care pro-
vided by their previous employer and, in
addition, they often need to pay others
to provide services they can no longer
perform for themselves, such as home
mainienance, transportation, and addi- -
tional medical expenses caused by the
disability. These increased costs dictate
that more income than disabled workers
now receive would be far more appropii-
ate than the reducton which wowld cc~
cur tinder this bill, °
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While the nepative effects of this leg-
islation wonld apply to all disabled per-
sons. I wonld like to turn for a moment
to the effects that the two most damag-
ing provisions of this bill will have on
particular segntents of the disabled
ponulation. The *“cap” on the family
benefit level in section 2 of the bill and
the reduction in the number of “dropout
years” for disabled beneficiaries under
the age of 47 in section 3 will work the
greatest hardship on younger disabled
persons and their families.

Earnings. for most people, tend to rise
in the earlv years of employment and
reach a peak in the middle years. Thus.
young disabled workers and their fam-
ilies are denied higher real earnings in
the future. The ability to exclude low-
earning vears in computing benefits
compensates in part for this loss. Since
workers aged 26 or less “would not be
allowed to exclude any years,” under this
legislation, these workers would be par-
ticularlv penalized, because of the irreg-
ular work pattern of many young people.

The American Council of the Blind
has indicated to me that the impact of
this bhill on blind Americans will be par-
tienlarly startling. According to Social
Security Administration statistics. one-
third of the totul 2.8 million disabled
heneficiariecs are under the age of 50.
However, within the total number of
hlind beneficiaries. some 116.000. fully
71 percent are under 50 years of age.
Thus. the detrimental impact upon the
blind wonld he more than twice as great
as upon disabled persons generally.

Blacks and other minorities would also
he disproportionatelv harmed byv the
provisions in H.R. 3236. A recent review
py the studv proup on social security
indicates that “more blacks than whites
become disabled and are more apt to
have dependents.” The. 150-percent
limitation of earnings on familv benefits
would be particularly hard on black and
other minority workers with greater
numbers of young children in their
families. The alternative benefit limita-
tion of 80 percent of a worker’s average
indexed monthlv earnings would bear
heavily on blacks because of their rela-
tivelv low eurnings records. especintly
duriig: their yaunger years. The likeli-
hood of low earninges records in the early
years of o minority  person’s  employ-
ment makes the eurrent dropout years
allowance an important compensation
measure for minorities as well as vounger
workers. Black and other minorities also
tend to have greater representation
amongst, vounger disabled workers. Cou-
nled with the high unemplovment rate
in minority communities. these workers
would not only suffer the greatest cuts
in benefits, as proposed by H.R. 3236,
but they wonld also have the least hope
of finding employment to replace their
loss in benefit support.

Another group hit especially hard by
these amendments is the Vietnam era
veterans who are also in this vounger age
bracket. We have yet to deal compas-
sionatelv and effectively with the legacy
of our involvement in Southeast Asia,
the plight of the Vietnam veteran. Now
we are asking that they share a dispro-
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portionate burden in the name of *“re-
forming" the social securlty system.

Public concern for fiscal responsibility
cannot be misinterpreted as a jicense to
assault social security bencfits. If your
constituents were faced with a choice
between the tvpe of “reforms” contained
In this legislation and continuing (o
protect those Americans who find them-
selves disabled and without employment,
I cannot believe that they would prefer
to strip disabled Americans of what little
support they currently receive. I strongly
urge you to defeat this legislation.

Mr. PICKLE. Mr. Chairman, I yield
such time as he may consume to the gen-
tleman from Georgia (Mr. LEvITAS).

Mr. LEVITAS. Mr. Chairman, I rise
in support of H.R. 3236 and its goal of
bringing much needed reform to the so-
cial security disability program. As you
know, Mr. Chairman, during the 41%
years that I have served as a Member
of this House, I have consistently advo-
cated improvements in the operation of
the disability program specifically. and
the entire social security system in gen-
eral. I believe that we must make changes
if this system is to continue to receive
public support. In 1977 and again this
year, I introduced legislation aimed.
generally, at reforming the disability in-
surance program, and particularly seek-
ing to climinate some of the work dis-
incentives which exist in the present
system. Portions of my bill, HR. 536,
have been incorporated into the legisla-
tion we have before us today.

The disability program as it operates
today exemplifies many.of the problems
facing the entire social security system.
It is a program which has a vital pur-
pose: to provide for the needs of dis-
abled workers and their families on a
permanent basis or until the worker can
resume gainful employment. No one
should seriously question that this goal
is -proper as well as necessary.

Unfortunately, over the years the dis-

- ability program has acquired features

which serve to discourage beneficiaries
from attempting vocational rehabilita-
tion and then returning to the labor
market. For example, Congress has fre-
quently increased benefit levels in the
interest of providing adequately for dis-
nbled persons and their dcpendents.
However, testiinony given to the Com-
niittee on Ways and Mcans indicated that
the higher the level of income replace-
ment ratio provided by a disahility in-
surance program, the greater the deter-
rent to reemployment. Under our present
program, income replacement ratios for
the average disabled worker with de-
pendents increased by about 50 percent
between the years 1967 and 1976. Over
the same period disability recovery rates
decreased by about one-half. We now
spend over $13 billion annually in benefit
payments to disabled workers and their
families. Judging from the level of our
present replacement ratios, I must con-
clude that a significant portion of this
money goes to create a major reemploy-
ment deterrent.

- However, it is imrortant to note that
benefit levels alone are not the sole em-
ployment deterrent contained in the pro-
gram. As it operates today, the disability
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Program does not provide the type of
positive support which I feel we need to
cncourage disabled people to rcturn to
work. For examplc, the present system
allows only a g-month trial work period
during which time bencefits can continue
to be pald. If the iadividual works heyond
this period and then finds that he cannot
remain gainfully employed, he is required
to initiate a complete rew application in
order to reestablish eligibility for bene-
fits. He 'also loses his medicare coverage
and must wait an additional 2 years to
regain entitlement to the program.

As I mentioned a moment ago, I have
introduced legislation aimed at reform-
ing the disability program. My bill recog-
nized that the disincentives in this pro-
gram go beyond the level of benefit pay-
ments. I testified about this problem be-
fore the Committee on Ways and Means
and pointed out that my legislation would
establish a longer 24-month trial work
period and eliminate the waiting period
for renewing medicare benefits. I am
pleased that the tommittee chose to in-
corporate these proposals in the bill
which is now before us.

Another serious problem in the pre-
sent disability program lics in the ad-
ministration and review of the disability
determination process. Under the pre-
sent program, wa have found that the
Department of Hcalth, Education, and
Welfare has not developed a reasonable
standard of performance to guide the
State-operated disability detcrmination
agencies in their handling of disability
claims, Worse still, we have found that
the Department is reviewing only about
5 percent of all disability determinations.
This lack of performance guidelines and
low rate of decision review means that
we cannot insure the level of accuracy
and uniformity that we should have in a
program of this size.

The legislation I originally proposed,
H.R. 536, recognized the lack of adequate
administrative raeview, and I stressed this
problem in my testimony before the com-
mittee. I am pleased that H.R. 3236 man-
dates a phased increase in the review
process to a point where 65 percent of all
decisions will be reviewed cach year
starting in 1982. Furthermore, the bill
addresses the problem of uniformity in
the determnination process by requiring
the Secretary to develop a set of per-
formance standards and guidelines to
provide better direction for the State
agencies in making disability determina-
tions. This approach will allow us to in-
plement criteria which should improve
the accuracy and uniformity of disability
determinations, while at the same time
allowing us to maintain the present con-
tractual arrangement with the State
agencies.

Continuing this arrangement is fiscally
sound as well as practical. The disability
determination process does not have to
be federalized to operate properly, and
this bill does not seek that end. State em-
ployees will continue to make disability
determinations. With this bill, we are
merely seeking to obtain the highest levsl
of uniformity possible in the determina-
tion process. We have a responsibility to
do whatever we can to reasonably insure
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that a person claiming a disability in
Georgia will receive the same determina-
tion as someone filing with a similar dis-
ability in any other State.

I am convinced that we should make
these fundamental improvements in the
disabllity program. The reforms are hue
mane and, at the same time, fiscally re-
sponsible. This is an obligation we have
to the people who support the program
with their tax dollars. In. 1977 the Con-
gress raised social security taxes to in-
sure the financial integrity of the dis-
ability program and the other social se-
curity trust funds. Had we not taken

this action, the disability trust fund-

would likely have gone bankrupt some-
time this year. We had an obligation to
the disabled people of this country. They
had contribiited to social security in good
faith and with the promise that benefits
would be paid if they became unable ta
work. The Congress had to act to insure
that those benefits would continue to be
paid when they are needed.

Now that we have assured the funding
of the system, I believe we have an obli-
gation to those taxpayers who continue
to contribute to the program. We must
objectively evaluate the performance of
this and other social security programs
and make the changes we find necessary.

The need for fundamental reform was
the reason that Congress created the Na-
tional Commission on Social Security at
the same time that contribution levels
were increased. As you know, Mr. Chair-
man, I originated the idea for this Com-
mission, and it is now pursuing its man-
date to make g thorough review of the
system and make recommendations for
possible changes no matter how radical.
The existence of this Commission gives
me reason to be optimistic about the
chances for creating a system which will
serve us well for the remainder of this
century and on into the next.

However, because of my strong support
for the activities of the National Com-
mission, some people have asked why I
support changes in this or any other so-
cial security program before the Commis-
slon has had the opportunity to complete
its work? The committee acknowledged
in its report that these changes may
themselves be changed when Congress
undertakes a comprehensive review of the
svstem. It is important to understand,
however, that Congress is not going to
incorporate the findings of the National
Commission on Social Security into leg-
Islation on the day the final report js
issued. That final report is over 1 year
away and we all know that Congress will
have to give it thorough consideration
before taking any action.

On the other hand, the problems of the
disability program have been clearly
documented. They are continuing even as
the National Commission goes about its
work, and we cannot ignore that fact. I
believe that we would be irresponsible to
use our long-range reform plans as an
excuse for inaction on specific and docu-
mented problems of this or any other
social security program when we are pre-
sented with constructive solutions.

H.R. 3236 is a reasonable first stage ap-
proach to the problems of the disability
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program. Frankly, there are some fea-
tures which trouble me. Most notably, 1
am concerned that the benefit reductions
included in the bill will fall with equal
welght on those families whose disabled
member s totally incapable of ever re-
turning to work as on those with tempo-
rary disabilities. I would have hoped that

this could have been handled differently,

or that we might at least have been glven
the opportunity to correct the situation
on the fioor. Unfortunately, the rule pro-
hibits any amendment to this portion of
the bill.

On balance, however, I believe the bill
addresses the problems of the disability
program by offering positive and humane
incentives to encourage disabled people
to try to return te work. The bill also
seeks to insure a better administered
program, and one that will, over the long
run, curb the program’s continually es-
calating costs. For all of these reasons, I
have thosen to support H.R. 3236. I en-
courage my colleagues to do likewise.

Mr. PICKLE. Mr. Chairman, I yield
such time as he may consume to the
gentleman from California (Mr. Paner-
TA).

(Mr. PANETTA asked and was given
permission to revise and extend his re-
marks.) .

Mr. PANETTA. Mr. Chairman, I
rise to make some .comments on the
legislative savings which would be
achieved through the Disability Insur-~
anc