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PREFACE

This 1-volume compilation contains historical documents pertaining to P.L. 103-387,
the "Social Security Domestic Employment Reform Act of 1994." The book contains
congressional debates, a chronological compilation of documents pertinent to the
legislative history of the public law and listings of relevant reference materials.

Pertinent documents include:

Differing versions of key bills
Committee reports

Excerpts from the Congressional Record
The Public Law
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This history is prepared by the Office of the Deputy Commissioner for Legislation and
Congressional Affairs and is designed to serve as a helpful resource tool for those
charged with interpreting laws administered by the Social Security Administration.
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103p CONGRESS
295 H,R. 4278

To make improvements in the old-age, survivors, and disability insurance

Mr.

To

wn B WN

program under title I of the Social Security Act.

IN THE HOUSE OF REPRESENTATIVES

APRIL 21, 1994
JacoBs (for himself, Mrs. KENNELLY, Mr. BUNNING, Mr. HOUGHTON,
and Mrs. MEEK) introduced the following bill; which was referred to the
Committee on Ways and Means

A BILL

make improvements in the old-age, survivors, and disabil-
ity insurance program under title II of the Social Secu-
rity Act.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the “Social Security Act
Amendments of 1994”.
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SEC. 2. SIMPLIFICATION OF EMPLOYMENT TAXES ON

DOMESTIC SERVICES.

(a) COORDINATION OF COLLECTION OF DOMESTIC
SERVICE EMPLOYMENT WITH COLLECTION OF INCOME
TAXES.—

(1) IN GENERAL.—Chapter 25 of the Internal
Revenue Code of 1986 (relating to general provi-
sions relating to employment taxes) is amended by
adding at the end thereof the following new section:

“SEC. 3510. COORDINATION OF COLLECTION OF DOMESTIC
SERVICE EMPLOYMENT TAXES WITH COLLEC-
TION OF INCOME TAXES.

“(a) GENERAL RULE.—Except as otherwise provided
in this section—

“(1) returns with respect to domestic service
employment taxes shall be made on a calendar year
basis,

“(2) any such return for any calendar vear
shall be filed on or before the 15th day of the fourth
month following the close of the employer’s taxable
vear which begins in such calendar year, and

“(3) no requirement to make deposits (or to
pay installments under section 6157) shall apply
with respect to such taxes.

“(b) DOMESTIC SERVICE EMPLOYMENT TAXES SUB-

JECT TO ESTIMATED TAX PROVISIONS.—

*HR 4278 IH
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“(1) IN GENERAL.—Solely for purposes of sec-
tion 6654, domestic service employment taxes im-
posed with respect to any calendar year shall be
treated as a tax imposed by chapter 2 for the tax-
able year of the employer which begins in such cal-
endar year.

“(2) ANNUALIZATION.—Under regulations pre-
seribed by the Secx:etary, appropriate adjustments
shall be made 1n the application of section
6654(d)(2) in respect of the amount treated as tax
under paragraph (1).

“(3) TRANSITIONAL RULE.—For purposes of
applving section 6654 to a taxable year beginning in
1994, the amount referred to in clause (ii) of section
6654(d)(1)(B) shall be increased by 90 percent of
the amount treated as tax under paragraph (1) for

such taxable year.

““(¢) DOMESTIC SERVICE EMPLOYMENT TAXES.—

19 For purposes of this section, the term ‘domestic service

20 employment taxes’ means—

21
22
23

““(1) any taxes imposed by chapter 21 or 23 on
remuneration paid for domestic service in a private

home of the employver, and

*HR 4278 IH
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“(2) any amount withheld from such remunera-
tion pursuant to an agreement under section

3402(p).

For purposes of this subsection, the term ‘domestic service
in a private home of the employer’ does not include service
described in section 3121(g)(5).

“(d) EXCEPTION WHERE EMPLOYER LIABLE FOR
OTHER EMPLOYMENT TAXES.—To the extent provided in
regulations prescribed by the Secretary, this section shall
not apply to ény employer for any calendar vear if such
employer 1s liable for any tax under this subtitle with re-
spect to remuneration for services other than domestic
service in a private home of the employer.

‘““(e) GENERAL REGULATORY AUTHORITY.—The Sec-
retary shall prescribe such regulations as may be nec-
essary or appropriate to carry out the purposes of this
section. Such regulations may treat domestic service em-
ployment taxes as taxes imposed by chapter 1 for purposes
of coordinating the assessment and collection of such em-
ployment taxes with the assessment and collection of do-
mestic employers’ income taxes.

“(f) AUTHORITY TOo ENTER INTO AGREEMENTS TO
COLLECT STATE UNEMPLOYMENT TAXES.—

“(1) IN GENERAL.—The Secretary is hereby

authorized to enter into an agreement with any

*HR 4278 IH



O 00 3 & n S~ W N =

[ T N T & B L o e e e ey
D = O O 0 NN N AW —= O

23
24

5

State to collect, as the agent of such State, such
State’s unemployment taxes imposed on remunera-
tion paid for domestic service in a private home of
the employer. Any taxes to be collected by the Sec-
retary pursuant to such an agreement shall be treat-
ed as domestic service employment taxes for pur-
poses of this section.

“(2) TRANSFERS TO STATE ACCOUNT.—Any
amount collected under an agreement referred to in
paragraph (1) shall be transferred by the Secretary
to the account of the State in the Unemployment
Trust Fund.

“(3) SUBTITLE F MADE APPLICABLE.—For
purposes of subtitle F, any amount required to be
collected under an agreement under paragraph (1)
shall be treated as a tax imposed by chapter 23.

“(4) STATE.—For purposes of this subsection,
the term ‘State’ has the meaning given such term by
section 3306(j)(1).”

(2) CLERICAL AMENDMENT.—The table of sec-
tions for chapter 25 of such Code is amended by

adding at the end thereof the following:

“Sec. 3510. Coordination of collection of domestic service employ-
ment taxes with collection of income taxes.”

(3) EFFECTIVE DATE.—The amendments made

by this subsection shall apply to remuneration paid

*HR 4278 IH



O o0 1 O W b W N =

e T
W N e O

14
15
16
17
18
19
20
21
22
23
24
25

6
in calendar years beginning after December 31,
1994.

(4) EXPANDED INFORMATION TO EMPLOY-
ERS.—The Secretary of the Treasury or his delegate
shall prepare and make available information on the
Federal tax obligations of employers with respect to
employees performing domestic service in a private
home of the employer. Such information shall also
include a statement that such emplovers may have
obligations with respect to such employees under
State laws relating to unemployment insurance and
workers compensation.

(b) THRESHOLD REQUIREMENT FOR SOCIAL SECU-

RITY TAXES.—

(1) AMENDMENTS OF INTERNAL REVENUE
CODE.—

(A) Subparagraph (B) of section
3121(a)(7) of the Internal Revenue Code of
1986 (defining wages) is amended to read as
follows:

“(B) cash remuneration paid by an em-
plover in any calendar year to an employee for
domestic service in a private home of the em-
ployer (within the meaning of subsection (y)), if

the cash remuneration paid in such year by the

*HR 4278 IH



O 00 3 O U A~ W N

[\ 2 N R O B O N O e . T O e N S S N
A LW NN = O VW 00 N NN A WD = O

7

employer to the emplovee for such service 1s less
than the applicable dollar threshold (as defined
in subsection (y)) for such year;”.

(B) Section 3121 of such Code is amended
by adding at the end thereof the following new
subsection:

“(v) DOMESTIC SERVICE IN A PRIVATE HOME.—For

purposes of subsection (a)(7)(B)—

“(1) EXCLUSION FOR CERTAIN FARM SERV-
ICE.—The term ‘domestic service in a private home
of the employer’ does not include service described
in subsection (g)(5).

“(2) APPLICABLE DOLLAR THRESHOLD.—The
term ‘applicable dollar threshold’ means $1,250. In
the case of calendar years after 1993, the Secretary
of Health and Human Services shall adjust such
$1,250 amount at the same time and in the same
manner as under section 215(a)(1)(B)(ii) of the So-
cial Security Act with respect to the amounts re-
ferred to in section 215(a)(1)(B)(1) of such Act, ex-
cept that, for purposes of this paragraph, 1993 shall
be substituted for the calendar year referred to in
section 215(a)(1)(B)(ii)(II) of such Act. If the

amount determined under the preceding sentence is

*HR 4278 TH
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8
not a multiple of $50, such amount shall be rounded
to the nearest multiple of $50.”
(C) The second sentence of section 3102(a)
of such Code is amended—

(1) by striking “calendar quarter”
each place it appears and inserting “cal-
endar year’’, and

(i) by striking “$50” and inserting
“the applicable dollar threshold (as defined
in section 3121(y)(2)) for such year”.

(2) AMENDMENT OF SOCIAL SECURITY ACT.—
Subparagraph (B) of section 209(a)(6) of the Social
Security Act (42 U.S.C. 409(a)(6)(B)) is amended
to read as follows:

“(B) Cash remuneration paid by an employer in
any calendar year to an employee for domestic serv-
ice in a private home of the employer, if the cash re-
muneration paid in such year by the employer to the

employee for such service is less than the applicable

“dollar threshold (as defined in section 3121(y)(2) of

the Internal Revenue Code of 1986) for such year.
As used in this subparagraph, the term ‘domestic
service in a private home of the employer’ does not

"

include service deseribed in section 210(f)(5).

*HR 4278 IH
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(3) EFFECTIVE DATE.—The amendments made
by this subsection shall apply to remuneration paid
in calendar years beginning after December 31,
1994.
(4) RELIEF FROM LIABILITY FOR CERTAIN
UNDERPAYMENT AMOUNTS.—

(A) IN GENERAL.—On and after the date
of the enactment of this Act, an underpayment
to which this paragraph applies (and any pen-
alty, addition to tax, and interest with respect
to such underpayment) shall not be assessed
(or, if assessed, shall not be collected).

(B) UNDERPAYMENTS TO WHICH PARA-
GRAPH APPLIES.—This paragraph shall apply
to an underpayment to the extent of the
amount thereof which would not be an
underpayment if—

(i) the amendments made by para-
graph (1) had applied to calendar years

1993 and 1994, and

(ii)(I) the applicable dollar threshold
for calendar year 1993 were $1,150, and
(II) the applicable dollar threshold for

calendar yvear 1994 were $1,200.

*HR 4278 IH



[o—

O 00 3 O W »~ W N

NN NN NN et et et et b b ek ek et et
thh A W N = © WV 00 NN O W hRA W N - D

10
SEC. 3. ALLOCATIONS TO FEDERAL DISABILITY INSURANCE

TRUST FUND.

(a) ALLocaTtioNn WITH RESPECT TO WAGES.—Sec-
tion 201(b)(1) of the Social Security Act (42 U.S.C.
401(b)(1)) is amended by striking “(0) 1.20 per centum”
and all that follows through “December 31, 1999, and so
reported,” and inserting ‘“(O) 1.20 per centum of the
wages (as so defined) paid after December 31, 1989, and
before January 1, 1994, and so reported, (P) 1.88 per
centum of the wages (as so defined) paid after December
31, 1993, and before January 1, 2000, and so reported,
and (Q) 1.80 per centum of the wages (as so defined) paid
after December 31, 1999, and so reported,”.

(b) ALLocATION WITH RESPECT TO SELF-EMPLOY-
MENT INCOME.—Section 201(b)(2) of such Act (42 U.S.C.
401(b)(2)) is amended striking ‘“(O) 1.20 per centum”
and all that follows through “December 31, 1999,” and
inserting ‘“(0) 1.20 per centum of the amount of self-em-
ployment income (as so defined) so reported for any tax-
able year beginning after December 31, 1989, and before
January 1, 1994, (P) 1.88 per centum of the amount of
self-employment income (as so defined) so reported for
any taxable year beginning after December 31, 1993, and
before January 1, 2000, and (Q) 1.80 per centum of the

amount of self-employment income (as so defined) so re-

*HR 4278 IH
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ported for any taxable year beginning after December 31,
1999,”.

(¢) EFFECTIVE DATE.—The amendments made by
this section shall apply with respect to wages paid after
December 31, 1993, and self-employment income for tax-
able years beginning after such date.

(d) STUDY ON RISING COSTS OF DISABILITY BENE-
FITS.—

(1) IN GENERAL.—As soon as practicable after
the date of the enactment of this Act, the Secretary
of Health and Human Services shall conduct a com-
prehensive study of the reasons for rising costs pay-
able from the Federal Disability Insurance Trust
Fund.

(2) MATTERS TO BE INCLUDED IN STUDY.—In
conducting the study under this subsection, the Sec-
retary shall—

(A) determine the relative importance of
the following factors in increasing the costs
payable from the Trust Fund:

(i) increased numbers of applications
for benefits;
(ii) higher rates of benefit allowances;

and

*HR 4278 IH
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(iii) decreased rates of benefit termi-
nations; and
(B) identify, to the extent possible, under-
lying social, economic, demographic, pro-
grammatic, and other trends responsible for
changes in disability benefit applications, allow-
ances, and terminations.

(3) REPORT.—Not later than December 31,
1995, the Secretary shall transmit a report to the
Committee on Ways and Means of the House of
Representatives and the Committee on Finance of
the Senate setting forth the results of the study con-
ducted under this subsection, together with any rec-
ommendations for legislative changes which the
Secretary determines appropriate.

SEC. 4. NONPAYMENT OF BENEFITS TO ‘INCARCERATED IN-
DIVIDUALS AND INDIVIDUALS CONFINED IN
CRIMINAL CASES PURSUANT TO CONVICTION
OR BY COURT ORDER BASED ON FINDINGS
OF INSANITY.

(a) IN GENERAL.—Section 202(x) of the Social Secu-
rity Act (42 U.S.C. 402(x)) is amended—

(1) in the heading, by inserting ‘“and Certain
Other Inmates of Publicly Funded Institutions”

after ‘‘Prisoners’’;

*HR 4278 TH
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(2) in paragraph (1) by striking “during which
such individual” and inserting ‘‘during which such

H

individual—"’, and by striking ‘‘is confined” and all
that follows and inserting the following:

“(A) is confined in a jail, prison, or other penal
institution or correctional facility pursuant to his
conviction of an offense punishable by imprisonment
for more than 1 year (regardless of the actual sen-
tence imposed), or

“(B) is confined by court order in an institution
at public expense in connection with—

“(i) a verdict that the individual is guilty
but insane, with respect to an offense punish-
able by imprisonment for more than 1 year,

“(i1) a verdict that the individual is not
guilty of such an offense by reason of insanity,

“(iii) a finding that such individual is in-
competent to stand trial under an allegation of
such an offense, or

‘“(iv) a similar verdiet or finding with re-
spect to such an offense based on similar fac-
tors (such as a mental disease, a mental defect,
or mental incompetence),

and, for purposes of this subparagraph, an individ-

ual so confined shall be treated as remaining so con-

*HR 4278 IH
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fined until he or she is unconditionally released from

the care and supervision of such institution and such

institution ceases to meet the individual's basic liv-

ing needs.”; and

(3) in paragraph (3), by striking “any individ-
ual” and all that follows and inserting “any individ-
ual who is confined as described in paragraph (1) if
the confinement is under the jurisdiction of such
agency and the Secretary requires such information
to carry out the provisions of this section.”.

(b) CONFORMING AMENDMENTS.—

(1) Section 226 of such Act (42 U.S.C. 426) is
aﬁended by adding at the end the following new
subsection:

“(1) The requirements of subsections (a)(2) and
(b)(2) shall not be treated as met with regpect to any indi-
vidual for any month if a monthly benefit to which such
individual is entitled under section 202 or 223 for such

month is not payable under section 202(x).”.

(2) Section 226A of such Act (42 U.S.C. 426-
1) is amended by adding at the end the following

new subsection:
“(d) The requirements of subsection (a)(1) shall not
be treated as met with respect to any individual for any

month if a monthly benefit to which such individual is en-

*HR 4278 IH
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titled under section 202 or 223 for such month is not pay-
able under section 202(x).”.

(¢) EFFECTIVE DATE.—The amendments made by
this section shall apply with respect to benefits for months
commencing after 90 days after the date of the enactment
of this Act and with respect to items and services provided

after such 90-day period.

*HR 4278 IH
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9d Session HOUSE OF REPRESENTATIVES 103—491

SOCIAL SECURITY ACT AMENDMENTS OF 1994

MAY 4, 1994 —Committed to the Committee of the Whole House on the State of the
Union and ordered to be printed

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

REPORT

[To accompany H.R. 4278]

[Including cost estimate of the Congressional Budget Office]

The Committee on Ways and Means, to whom was referred the
bill (H.R. 4278) to make improvements in the old-age, survivors,
and disability insurance program under title II of the Social Secu-
rity Act, having considered the same, report favorably thereon
without amendment and recommend that the bill do pass.
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I. INTRODUCTION

A. Purpose and Summary

H.R. 4278 amends the Social Security Act to make improvements
in the administration, financing, and benefit structure of the Social
Security program. The bill contains three separate provisions. The
first would simplify and streamline the payment of Social Security
taxes on household workers. The objective of these reforms is to re-
duce the administrative burden on individuals who hire household
workers, to eliminate tax liability when employment is occasional
or of short duration, and to establish new enforcement mechanisms
to imgrove employers’ compliance in instances where tax is due.
Together these changes would help insure that household workers
receive the Social Security coverage to which they are entitled by
law when they retire or become disabled.

The second provision would reallocate a portion of the Social Se-
curity payroll tax from the Old-Age and Survivors Insurance Trust
Fund to the Disability Insurance Trust Fund. This action is needed
to restore the short-term financial solvency of the DI Trust Fund,
which has been depleted by higher-than-expected levels of disabil-
ity applications ancF awards in recent years.

The third provision would ban Social Security benefit payments
to criminally insane individuals confirmed to institutions by court
order at public expense. An extension of the existing ban on benefit
payments to incarcerated felons, this provision would prevent pay-
ment of Social Security benefits to institutionalized individuals who
are already receiving public support in the form of food, clothing,
lodging, and basic health care.

B. Background and Need for the Legislation

The reforms related to household employment respond to three
problems. First, the Social Security tax threshold for such employ-
ment, $50 per quarter, has been in effect since 1950 without revi-
sion. Over the years, the declining real value of this threshold has
caused individuals whose employment of household workers is oc-
casional or of very short duration to incur Social Security tax liabil-
ity. Second, the administrative requirements associated with com-
Bliance are extensive, including both quarterly and annual reports.

or many domestic employers, the extent of paperwork itself dis-
courages tax compliance. Third, given the relatively low amounts
of tax involved, enforcement in this area has been consistently as-
signed a low priority by the Internal Revenue Service. Today, ac-
cording to IR§ estimates, less than 25 percent of domestic employ-
ers comply with the law. This low level of compliance not only re-
duces revenues to the Social Security Trust Fund, it also results in
a loss of Social Security coverage for domestic workers who typi-
cally lack retirement or disability coverage from any other source.

The provision reallocating a portion of the Social Security payroll
tax from the OASI Trust Fund to the DI Trust Fund implements
a recommendation from the Social Security Board of Trustees. In
an April 11, 1994, letter to the Speaker of the House, the Trustees
described this reallocation as necessary to restore the solvency of
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the DI Trust Fund, which they project will be depleted during 1995
unless action is taken. The Trustees urged that Congress approve
the reallocation as soon as possible to allay continuing public con-
cern about the financing of the DI program. They also rec-
ommended that the best possible research be undertaken to estab-
lish whether the recent rapid growth in the number of DI bene-
ficiaries is a temporary or longer-term trend.

The third provision bans Social Security benefits in a cir-
cumstance where their payment runs counter to the traditional
purpose of the program. Social Security is intended to replace earn-
ings and grovide basic income for food, clothing, and shelter to
workers who retire or become disabled. Individuals who have been
committed to an institution pursuant to committing a crime are al-
ready relying on public funds to cover the costs of their basic living
expenses. It is particularly inequitable that, in some instances,
criminally insane individuals so institutionalized receive higher
benefits than their victims or their victims’ survivors.

C. Legislative History

(1) Household employment—Reforms simplifying the payment of
employment taxes on household workers were first recommended
by the Internal Revenue Service in 1991. Congress approved these
recommendations on two separate occasions during the 102nd Con-
gress, first, as part of H.R. 4210 and, subsequently, as part of H.R.
11. Both provisions differed from the current proposal in that they
established an annual Social Security tax threshold of $300, as op-
P{osed to $1,250. The omnibus tax bills in which they were included,

.R. 4210 and H.R. 11, were vetoed by President Bush. :

In the 103rd Congress, Chairman Rostenkowski reintroduced the
domestic simplification provision as part of H.R. 13, the Tax Sim-
plification Act of 1993. On March 4, 1993, this provision was the
subject of a hearing in the Subcommittee on Social Security.

On MaI\; 11, 1993, the Committee on Ways and Means again ap-
proved the provision, this time with a higher Social Security
threshold of $1,800. The provision was subsequently approved by
the full House of Representatives as part of H.R. 2264, the Omni-
bus Budget Reconciliation Act of 1993. At the insistence of the Sen-
ate, the provision was dropped from H.R. 2264 in conference.

(2) DI reallocation—On April 2, 1992, in compliance with section
709 of the Social Security Act, the Social Security Board of Trust-
ees notified the House of Representatives and Senate that the re-
serves of the Disability Insurance trust Fund were projected to be
depleted as early as 1995. The Board subsequently recommended
a Social Security tax reallocation from the OASI Trust Fund to the
DI Trust Fund to address this problem.

On April 22, 1993, the Board’s recommendation was the subject
of a hearing in the Subcommittee on Social Security. On May 11,
1993, the recommended reallocation was approved by the Commit-
tee on Ways and Means as part of H.R. 2264, the Omnibus Budget
Reconciliated Act of 1993. As with the provision simplifying house-
hold employment taxes, the Senate insisted on deleting this provi-
sion in the conference on H.R. 2264.

(3) Ban on benefits to criminally insane—The existing ban on So-
cial Security benefit payments to incarcerated felons was enacted
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by Congress in 1980 as part of Public Law 96-473. The provision
extending this ban to the criminally insane was first introduced by
Social Security Subcommittee Chairman Andy Jacobs as H.R. 979
on February 18, 1993. H.R. 979 was the subject of a hearing in the
Social Security Subcommittee on September 21, 1993. The provi-
sion included in H.R. 4278 is similar to HR. 979 but contains
minor modifications that respond to issues raised at this hearing.

II. EXPLANATION OF PROVISIONS

A. Short Summary
1. SIMPLIFICATION OF EMPLOYMENT TAXES FOR DOMESTIC SERVICES

The provision would simplify and streamline the payment of em-
ployment taxes on household workers by: (a) raising the Social Se-
curity tax threshold from $50 per quarter to $1,250 annually in
1995 and indexing it thereafter for increases in average wages; (b)
adjusting the threshold retroactively to $1,150 in 1993 and $1,200
in 1994 (no refunds would be provided); (c) requiring individuals
who employ only domestic workers to report any Social Security or
Federal unemployment tax obligations for these workers annually
on their own Federal income tax returns; (d) requiring employers
to satisfy their tax obligations through regular estimated tax pay-
ments or increased tax withholding from their own wages; (e) au-
thorizing the Secretary of the Treasury to enter into agreements
with States to collect State unemployment taxes in the manner de-
scribed above; and (f) requiring the Secretary to provide domestic
employers with a comprehensive package of informational mate-
rials on their responsibilities under Federal and State law.

2. REALLOCATION OF A PORTION OF THE SOCIAL SECURITY TAX TO THE
DISABILITY INSURANCE TRUST FUND

A portion of the Social Security payroll tax would be reallocated.
Specifically, 0.34 percent of the employer and employee Social Se-
curity payroll tax rate, each, and 0.68 percent of the self-employ-
ment tax rate would be reallocated from the Old-Age and Survivors
Insurance (OASI) Trust Fund to the Disability Insurance (DI)
Trust Fund for 1994 through 1999. For the year 2000 and there-
after, this reallocation woulg be reduced to 0.30 percent for employ-
ers and employees, each, and 0.60 percent for the self-employed
above the present tax rate. The combined OASDHI tax rate of 7.65
percent for employers and employees, each, and 15.30 percent for
the self-employed would remain unchanged. .

3. LIMITATION ON PAYMENTS TO INCARCERATED CRIMINALS AND
CRIMINALLY INSANE INDIVIDUALS CONFINED TO INSTITUTIONS BY
COURT ORDER AT PUBLIC EXPENSE

The existing limitation on Social Security benefits to incarcerated
felons would be extended to criminally insane individuals who are
confined to institutions by court order at public expense in connec-
tion with an offense punishable by imprisonment of more than one
year. In addition, to equalize the application of the existing limita-
tion across the States, it would be modified to apply to all individ-
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uals convicted of an offense gunishable by imprisonment for more
then one year, without regard to whether the offense was a felony.

B. Section-by-Section Summary

1. SIMPLIFICATION OF EMPLOYMENT TAXES ON DOMESTIC SERVICES
(SECTION TWO)

Present law

Individuals who hire domestic employees such as baby-sitters,
housekeepers, and yard workers are required to withhold and pay
employment taxes when the worker’s wages exceed certain thresh-
olds. (Individuals who hire independent contractors to provide do-
mestic services are excluded from these requirements.) For Social
Security, the wage threshold is $50 per quarter; for Federal unem-
ployment insurance, it is $1,000 per quarter. The $50 threshold
was enacted in 1950 and has not changed since that time.

When the $50 threshold is reached, the employer must file a
quarterly report (form 942) with the Internal Revenue Service, sub-
mitting with it the required Social Security tax for both employer
and employee. The employer must also provide the employee and
the Social Security Administration with a Wage and Tax Statement
(form W-2) at the end of the year. When the $1,000 unemployment
insurance wage threshold is reached for any calendar quarter, the
employer must file a report (form 940) with the IRS at the end of
the year, submitting with it the required tax. (Employers who owe
more than $100 in FUTA tax at the end of a calendar quarter must
deposit the amount due by the end of the following month.)

Explanation of provision

The provision would simplify and streamline the payment of em-
ployment taxes on domestic workers, reducing significantly the ad-
ministrative burden on their employers; eliminate liability for So-
cial Security tax in cases where domestic employment is occasional
or of short duration; and establish new enforcement mechanisms to
improve domestic employers’ tax compliance, thus insuring that
workers receive the Social Security and unemployment coverage to
gvhich they are entitled. The provision would achieve these changes

y:

—Raising the threshold for withholding and paying Social
Security taxes on domestic workers from $50 per quarter to
$1,250 annually in 1995 and indexing it thereafter for in-
creases in average wages in the economy;

—Adjusting the Social Security tax threshold retroactively to
$1,150 in 1993 and $1,200 in 1994. No underpayment of taxes
(or any penalty or interest with respect to such underpayment)
which is covered by this provision shall be assessed (or if as-
sessed, shall be collected), effective on or after the date of en-
actment. No tax refunds would be provided;

—Requiring individuals who employ only domestic workers
to report on a calendar-year basis any Social Security or Fed-
eral unemployment tax obligations for wages paid to these
workers and authorizing the Secretary of the Treasury to re-
vise the Federal form 1040 to enable such employers to report
both taxes on their own Federal income tax returns;
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—Including domestic employers’ Social Security and Federal
unemployment taxes in estimated tax provisions, thereby ena-
bling these employers to satisfy their tax obligations through
regular estimated tax payments or increased tax withholding
from their own wages;

—Authorizing the Secretary of the Treasury to enter into
agreements with States to collect State unemployment taxes in
the manner described above; and

—Requiring the Secretary of the Treasury to provide to do-
mestic employers a comprehensive package of informational
materials, including all requirements of Federal law and a no-
tification that they may also be subject to State unemployment
insurance and workers compensation laws.

Effective date

The provision would generally apply to remuneration paid in cal-
endar years beginning after December 31, 1994.

2. REALLOCATION OF A PORTION OF THE OLD-AGE AND SURVIVORS IN-
SURANCE PAYROLL TAX TO THE DISABILITY INSURANCE TRUST FUND
(SECTION THREE)

Present law

Employees and employers each pay a Social Security payroll tax
of 7.65 percent on earnings up to a specified ceiling. Of the 7.65
percent, 1.45 percent is allocated to the Hospital Insurance Trust
Fund, 5.6 percent is allocated to the Old-Age and Survivors Insur-
ance Trust Fund, and 0.6 percent is allocated to the Disability In-
surance Trust Fund. The 15.3 percent tax on net earnings from
self-employment is similarly allocated to the HI Trust Fund (2.90
percent), the OASI Trust Fund (11.2 percent), and the DI Trust
Fund (1.2 percent). As a result of the 1983 Social Security Amend-
ments (P.L. 98-21), 0.71 percent will be allocated to the DI Trust
Fund beginning in the year 2000.

In its 1993 and 1994 reports to Congress, the Social Security
Board of Trustees determined that, under its intermediate eco-
nomic assumptions, the DI Trust Fund will be depleted during
1995. While expressing uncertainty about the cause of this prob-
lem, the Board suggested that it may be attributable in part to the
rise in unemployment associated with the 1990-91 economic reces-
sion. To address the expected DI shortfall, the Board recommended
that Congress reallocate a portion of the Social Security tax rate
from the OASI Trust Fund to the DI Trust Fund, as described
below. The Board also recommended that the best possible research
be undertaken to establish more clearly whether the recent rapid
growth indthe DI program is a temporary occurrence or a longer-
term trend.

Explanation of provision

Following the recommendation of the Social Security Board of
Trustees, the provision would allocate an additional 0.34 percent of
the total the employer and employee Social Security payroll tax
rate, each, and 0.68 percent of the self-employment tax rate from
the OASI Trust Fund to the DI Trust Fund, effective for 1994
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through 1999. As a result, the DI tax would equal 0.94 percent for
employers and employees and 1.88 percent for self-employed indi-
viduals. The combined OASDHI tax rate of 7.65 percent would re-
main unchanged. Beginning in 2000, the DI tax rate would be re-
duced from 0.94 percent to 0.90 percent, with a commensurate in-
crease in the QASI tax.

In addition, the Secretary of Health and Human Services would
be required to conduct a comprehensive study of the reasons for
rising costs in the DI program. The study would determine the rel-
ative importance of: (a) increased numbers of applications for bene-
fits, (b) higher rates of benefit allowances, and (c) decreased rates
of benefit terminations in increasing DI program costs. It would
also identify, to the extent possible, underlying social, economic, de-
mographic, programmatic, and other trends responsible for changes
in DI applications, allowances, and terminations. No later than De-
cember 31, 1995, the Secretary would be required to issue a report
to the House Committee on Ways and Means and the Senate Com-
mittee on Finance summarizing the results of the study and, if ap-
propriate, making legislative recommendations.

Effective date

The provision would apply to wages paid after December 31,
1993, and a self-employment income for taxable years beginning
after this date.

3. LIMITATION ON PAYMENTS TO INCARCERATED CRIMINALS AND
CRIMINALLY INSANE INDIVIDUALS CONFINED TO INSTITUTIONS BY
COURT ORDER AT PUBLIC EXPENSE (SECTION FOUR)

Present law

Individuals who are confined to a prison, jail, or other penal in-
stitution or correctional facility as the result of a felony conviction
are barred from receiving Social Security benefit payments. (Quali-
fied family members of such individuals may continue to receive
benefits). An exception is provided for imprisoned felons who are
satisfactorily participating in a court-approved program of rehabili-
tation which the Secretary of Health and Human Services has de-
termined is likely to result in the individual’s return to work upon
release from prison. During 1993, the Secretary processed a total
of 16 applications for exceptions to this limitation, of which one
was granted approval.

The Social Security Act provides no limitation on benefit pay-
ments to individuals who are confined to an institution by court
order at public expense pursuant to an institution by court order
at public expense pursuant to a verdict that they are not guilty of
an offense by reason of insanity.

Explanation of provision

The provision would broaden the current limitation on Social Se-
curity benefits to incarcerated felons and extend this limitation to
criminally insane individuals confined to institutions by court order
at public expense. In making these changes, the Committee is seek-
ing to establish greater consistency in the policy that Congress en-
acted in 1980 banning Social Security benefit payments to incarcer-
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ated felons. That limitation recognizes that prisoners receive full
support from public resources in the form of food, clothing, lodging,
and basic health care. In the Committee’s view, the same situation
exists in the case of criminally insane individuals who are confined
to institutions at public expense. The provision would:

Apply the limitation on benefit payments, which currently
extends only to incarcerated felons, to all individuals convicted
of an offense punishable by imprisonment for more than one
year. Because the definition of a felony varies from State to
State, the change would equalize the application of the limita-
tion among the States;

Repeal the exception to the limitation for inmates participat-
ing in court-approved rehabilitation (for which the Secretary
has received and approved few applications, as illustrated
above); and

Extend the limitation to criminally insane individuals who
are confined to institutions by court order at public expense in
connection with an offense punishable by imprisonment of
more than one year.

For the third category, the court order must be issued in connec-
tion with a verdict of guilty but insane, a verdict of not guilty by
reason of insanity, a finding of incompetence to stand trial, or a
similar verdict or finding based on similar factcrs (such as mental
disease, mental defect, or mental incompetence). The limitation
would continue to apply until such time as the individual is uncon-
ditionally released from the care and supervision of the institution
to which he or she was committed, so long as the institution contin-
ues to cover the cost of the individual’s basic living needs. A similar
limitation would be placed on Medicare part A hospital insurance
(as well as on Medicare part B supplemental medical insurance in
casesA\)avhere eligibility for part B is conditioned on eligibility for
part A). .

To enforce the ban, the Secretary of Health and Human Services
would be authorized to require from institutions the names and So-
cial Security numbers of individuals confined there under the con-
ditions described above.

Effective date

The provision would apply to benefits for months commencing
after 90 days after enactment and with respect to items and serv-
ices provided after this 90-day period.

II1. VOTE OF THE COMMITTEE

In compliance with clause 2(1X2)(B) of Rule XI of the Rules of the
House of Representatives, the following statement is made: the bill,
H.R. 4278, was ordered favorably reported to the House of Rep-
resentatives on April 28, 1994, by voice vote.

IV. BUDGET EFFECTS OF THE BILL

A. Committee estimate of budget effects

In compliance with clause 7(a) of Rule XIII of the Rules of the
House of Representatives, the following statement is made: the
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Committee agrees with the estimate prepared by the Congressional
Budget Office (CBO), which is included below.

B. Statement regarding new budget authority and tax expenditures

In compliance with clause 2(1)(3)(B) of Rule XI of the Rules of the
House of Representatives, the Committee states that H.R. 4278
does not require any new budget authority or create additional tax
expenditures.

C. Cost estimate prepared by the Congressional Budget Office

In compliance with clause 2(1)(3)(C) of Rule XI of the Rules of the
House of Representives requiring a cost estimate prepared by the

Congressional Budget Office (CBO), the following report prepared
by CBO is provided.

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, May 4, 1994.
Hon. DAN ROSTENKOWSKI,
Chairman, Committee on Ways and Means, House of Representa-
tives, Washington, DC. :

DEAR MR. CHAIRMAN: The Congressional Budget Office (CBO)
has prepared the enclosed cost estimate for H.R. 4278, the Social
Security Act Amendments of 1994, as ordered reported by the Com-
mittee on Ways and Means on April 28, 1994. The bill would
change the manner in which employment taxes are paid for domes-
tic service workers, reallocate tax rates between the Old-Age and
Survivors Insurance and Disability Insurance trust funds, and pro-
hibit the payment of Social Security benefits for certain individuals
confined by court order to mental health facilities.

Enactment of H.R. 4278 would affect direct spending or receipts
and thus would be subject to pay-as-you-go procedures under sec-
tifpn %552 of the Balanced Budget and Emergency Deficit Control Act
of 1985.

If you wish further details on this estimate, we will be pleased
to provide them.

Sincerely,
JAMES L. BLUM
(for Robert D. Reischauer, Director).

"CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

1. Bill number: H.R. 4278.

2. Bill title: Social Security Act Amendments of 1994.

3. Bill status: As ordered reported by the Committee on Ways
and Means on April 28, 1994.

4. Bill purpose: To make improvements in the old-age, survivors,
and disability insurance program under Title II of the Social Secu-
rity Act, and for other purposes.

5. Estimated cost to the Federal Government:
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[By fiscal year, in millions of doilars)

1995 1996 1997 1998 1999

Revenues:
On-budget .........oooo......... -4 10 10 10 10
Off-budget -112 3 4 3 3
Total -15% 13 14 13 13
Direct Spending:
On-budget -4 -5 -6 -6 -7
Off-budget -8 =10 -1 -1 ~11
Total -11 ~15 -7 -1 -18
Deficit:
On-budget 39 -~15 ~16 ~16 =17
Off-budget 104 -13 -5 -U ~14
Total oo 14 -8 -3 -3 -3

Note.—Details may not add to totals because of rounding.

The costs of this bill fall within budget function 650.

Basis of estimate: H.R. 4278 modifies the Social Security and
Medicare payroll taxes related to the employment of domestic
workers, reallocates payroll tax rates between the Old-Age and
Survivors Insurance and Disability Insurance trust funds, and re-
stricts payments for persons committed to mental health facilities
for criminal behavior. The estimated impacts of H.R. 4278 are
based on an assumed enactment date of September 30, 1994.

Section 2. Simplification of employment taxes on domestic services

Under current law, employers are required to pay Social Security
and Medicare payroll taxes for persons providing domestic serv-
ices—for example, babysitting, lawn and garden care, snow shovel-
ing, and similar tasks—if the employee earns more than $50 in
wages during a calendar quarter. H.R. 4278 changes the quarterly
amount of $50 to a calendar year level of $1,250 in 1995. In future
years, the domestic earnings threshold would increase by earnings

owth, except that no increase would occur if it would be less than

50. In addition to the change in the minimum earnings that has
to be reported, H.R. 4278 would also allow employers to pay these
payroll taxes at the same time as they pay their income taxes.

According to estimates provided by tge Joint Committee on Tax-
ation (JCT), these changes would cause a revenue loss of $155 mil-
lion dollars in 1995 but would increase revenues each subsequent
year, with a net 5-year revenue loss of $102 million. The on-budget
effects, which relate to Medicare and income tax receipts, are lost
recgi;(;its of $43 million in 1995 and $3 million over the 1995-1999
period.

Because the increased earnings threshold would exempt some
wages earned by domestic service workers, H.R. 4278 could poten-
tially reduce the Social Security benefits to which these workers
might later become entitled. The CBO expects these reduced bene-
fits to have negligible outlay effects, however.

Section 3. Allocations to Federal Disability Insurance Trust Fund

H.R. 4278 would shift a portion of the Social Security payroll
taxes for the Old-Age and Survivors Insurance trust fund to the
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Disability Insurance trust fund. Because the bill does not change
the overall payroll tax rates, however, there is no budgetary impact
of the reallocation.

Section 4. Prohibition on payment of benefits to certain individuals
confined by court order to public institutions

Under current law, persons convicted of felonies are not allowed
to receive Social Security disability benefits while in prison. H.R.
4278 would extend this treatment to persons confined by court
order to mental health facilities following a finding of not guilty by
reason of insanity (NGRI), of guilty but insane, or of being incom-
petent to stand trail.

The restriction on benefits for the NGRI cases is estimated to re-
duce Social Security benefit payments by $8 million in 1995 and by
$51 million over the 1995-1999 period. The estimate is based on
three studies, two of which were not directed toward the issue of
how many Social Security recipients are confirmed under NGRI de-
termination, but rather were directed toward the use of the NGRI
plea. A Department of Health and Human Services report from the
Inspector General’s (IG) office in 1987 found that 26 percent of the
mental disorder detainees in state forensic hospitals‘were Social
Security recipients. This percentage, when applied to all mental
disorder detainees, translated into 2,162 beneficiaries in 1985. In
contrast, a study by Henry J. Steadman using data from a 1978
survey of states found that the average number of NGRI detainees
was 3,140. Combining this with the IG’s finding that 38 percent of
NGRI detainees received Social Security benefits would yield about
1,190 recipients.

Because these data are out-of-date, it is difficult to know how to
apply these results to the current Social Security beneficiary popu-
lation. While the use of the NGRI plea has declined over the past
15 years and the mentally impaired, institutionalized population
has also plummeted, the sentencing of NGRI detainees has become
stricker and the proportion of the Social Security disabled popu-
lation diagnosed with mental disorders has risen significantly. The
estimated savings from this section of H.R. 4278 is based on the
assumption that 1,500 NGRI detainees would be affected. Using
the average benefit figure from the IG’s report and inflating it to
1995 results in annual benefit savings of $6,760 per detainee.

The bill also suspends Medicare benefits for the same set of So-
cial Security recipients affected by restrictions on prisoners and
other inmates. Based on data on Medicare payments to public psy-
chiatric hospitals, CBO estimates that 1.3 percent of these expendi-
tures are made on behalf of the persons confined pursuant to crimi-
nal behavior. This provision would save Medicare $4 million in
1995 and $27 million over the 1995-1999 period. These savings are
classified as on-budget items.

6. Pay-as-you-go considerations: The pay-as-you-go effects of the
bill are as follows:

(By fiscal years. in millions of doiiars)

1995 1996 1997 1998

RECBIDES ... oo eee st ee s ' 10 10 10
OUHAYS oo . -4 -5 -6 -6
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The on-budget revenue and outlay changes have an impact on
the pay-as-you-go scorecard. The Social Security revenue and bene-
fit changes are exempt from the pay-as-you-go rules.

7. Estimated cost to State and local government: H.R. 4278
would have some impact on state costs. The reduced Medicare pay-
ments to state mental health facilities ($4 million to $7 million an-
nually) would have to be offset by additional state contributions to
the facilities.

8. Estimate comparison: None.

9. Previous CBO estimate: None.

10. Estimate prepared by: Paul Cullinan.

11. Estimate approved by: C.G. Nuckols, Assistant Director for
Budget Analysis.

V. OTHER MATTERS REQUIRED T0 BE DiscUSSED UNDER THE RULES
OF THE HOUSE

A. Committee oversight findings and recommendations

In compliance with. clause 2(1)(3)(A) of Rule XI of the Rules of the
House of Representatives, the Committee reports that the Sub-
committee on Social Security held three hearings during the 103rd
Congress that relate to the need for H.R. 4278.

March 4, 1993—The Subcommittee held a hearing to examine
the burden of employment tax compliance for individuals who hire
domestic workers and the consequences of noncompliance for do-
mestic workers who attempt to qualify for Social Security and un-
employment compensation. This hearing also examined proposals
to simplify and streamline the payment of employment taxes on do-
;{nestil::j workers, including H.R. 13, introduced by Chairman Rosten-

owski.

April 22, 1993—The Subcommittee held a hearing on the finan-
cial shortfall facing of the Disability Insurance Trust Fund. This
hearing also focused on a proposal by the Social Security Board of
Trustees to address the problem by reallocating additional tax rev-
enue from the OASI Trust Fund to the DI Trust Fund.

September 21, 1993—The Subcommittee held a hearing to exam-
ine the policy rationale for Social Security benefit payments by
criminally insane individuals confined to public institutions in con-
nection with a felony charge. This hearing also examined the use
of such payments by criminally insane ingividua.ls in a number of
specific instances.

B. Summary of findings and recommendations of the Government
Operations Committee ‘

In compliance with clause 2(1)X(3)(D) of Rule XI of the Rules of the
House of Representatives, the Committee states that no oversight
findings and recommendations have been submitted to this Com-
mittee by the Committee on Government Operations with respect
to the provisions contained in this bill.

C. Inflationary impact statement

With respect to clause 2(1)(4) of Rule XI of the Rules of the House
of Representatives, the Committee believes that H.R. 4278 would
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not have an inflationary impact on prices and costs in the oper-
ation of the general economy.

VI. CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

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

INTERNAL REVENUE CODE OF 1986

* * * * * * *

Subtitle C—Employment Taxes

* * * * * * *
CHAPTER 21—FEDERAL INSURANCE CONTRIBUTIONS
' ACT
* * * * * * *

Subchapter A—Tax on Employees

* * * * * * *

SEC. 3102. DEDUCTION OF TAX FROM WAGES.

(a) REQUIREMENT.—The tax imposed by section 3101 shall be col-
lected by the employer of the taxpayer, by deducting the amount
of the tax from the wages as and when paid. An employer who in
any calendar [quarter] year pays to an employee cash remunera-
tion to which paragraph (7XB) of section 3121(a) is applicable may
deduct an amount equivalent to such tax from any such payment
of remuneration, even though at the time of payment the total
amount of such remuneration paid to the employee by the employer
in the calendar [quarter] year is less than [$501 the applicable
dollar threshold (as defined in section 3121(y)(2)) for such year; and
an employer who in any calendar year pays to an employee cash
remuneration to which paragraph (7XC) or (10) of section 3121(a)
is applicable may deduct an amount equivalent to such tax from
any such payment of remuneration, even though at the time of pay-
ment the total amount of such remuneration paid to the employee
by the employer in the calendar year is less than $100; and an em-
ployer who in any calendar year pays to an employee cash remu-
neration to which paragraph (8XB) of section 3121(a) is applicable
may deduct an amount equivalent to such tax from any such pay-
ment of remuneration, even though at the time of payment the
total amount of such remuneration paid to the employee by the em-
ployer in the calendar year is less than $150 and the employee has
not performed agricultural labor for the employer on 20 days or
more in the calendar year for cash remuneration computed on a
time basis; and an employer who is furnished by an employee a
written statement of tips (received in a calendar month) pursuant
to section 6053(a) to which paragraph (12XB) of section 3121(a) is
applicable may deduct an amount equivalent to such tax with re-
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spect to such tips from any wages of the employee (exclusive of
tips) under his control, even though at the time such statement is
furnished the total amount of the tips included in statements fur-
nished to the employer as having been received by the employee in
such calendar month in the course of his employment by such em-
ployer is less than $20.

* * * * * * *

Subchapter C—General Provisions

* * * * * * *

SEC. 3121. DEFINITIONS.

(a) WAGEs.—For purposes of this chapter, the term “wages”
means all remuneration for employment, including the cash value
of all remuneration (including benefits) paid in any medium other
than c(asil; except that such term shall not include—

1 * *x %

* * * * * * *

(7XA) remuneration paid in any medium other than cash to
an employee for service not in the course of the employer’s
trade or business or for domestic service in a private home of
the employer;

[(B) cash remuneration paid by an employer in any calendar
quarter to an employee for domestic service in a private home
of the employer, if the cash remuneration paid in such quarter
by the employer to the employee for such service is less than
$50. As used in this subparagraph, the term “domestic service
in a private home of the employer” does not include service de-
scribed in subsection (g)(5);]

(B) cash remuneration paid by an employer in any calendar
year to an employee for domestic service in a private home of
the employer (within the meaning of subsection (y)), if the cash
remuneration paid in such year by the employer to the employee
for such service is less than the applicable dollar threshold (as
defined in subsection (y)) for such year;

* * * * * * *

() DOMESTIC SERVICE IN A PRIVATE HOME.—For purposes of sub-
section (a)(7)(B)—

(1) EXCLUSION FOR CERTAIN FARM SERVICE.—The term “do-
mestic service in a private home of the employer” does not in-
clude service described in subsection (g)(5). ,

(2) APPLICABLE DOLLAR THRESHOLD.—The term “applicable
dollar threshold” means $1,250. In the case of calendar years
after 1995, the Secretary of Health and Human Services shall
adjust such $1,250 amount at the same time and in the same
manner as under section 215(a)(1)(B)(ii) of the Social Security
Act with respect to the amounts referred to in section
215(a)(1)(B)i) of such Act, except that, for purposes of this
paragraph, 1993 shall be substituted for the calendar year re-
ferred to in section 215(a)(1)(B)(ii)(Il) of such Act. If the amount
determined under the preceding sentence is not a multiple of



15

g58, such amount shall be rounded to the nearest multiple of
50.

* * * * * * *
CHAPTER 25—GENERAL PROVISIONS RELATING TO
EMPLOYMENT TAXES

Sec. 3501. Collection and payment of taxes.
* * * * * * *
Sec. 3510. Coordination of collection of domestic service employment taxes with col-
lection of income taxes.
* * * * * * *

SEC. 3510. COORDINATION OF COLLECTION OF DOMESTIC SERVICE

gA»%SOYmNT TAXES WITH COLLECTION OF INCOME

(a) GENERAL RULE.—Except as otherwise provided in this
section—

(1) returns with respect to domestic service employment taxes
shall be made on a'caiendar year basis, '

(2) any such return for any calendar year shall be filed on or
before the 15th day of the fourth month following the close of
the employer’s taxable year which begins in such calendar year,
a

(3) no requirement to make deposits (or to pay installments
under section 6157) shall apply with respect to such taxes.

(b) DOMESTIC SERVICE EMPLOYMENT TAXES SUBJECT TO ESTI-
MATED TAX PROVISIONS.— '

(1) IN GENERAL.—Solely for purposes of section 6654, domes-
tic service employment taxes imposed with respect to any cal-
endar year shall be treated as a tax imposed by chapter 2 for
the taxable year of the employer which begins in such calendar
year.

(2) ANNUALIZATION.—Under regulations prescribed by the
Secretary, appropriate adjustments shall be made in the appli-
cation of section 6654(d)(2) in respect of the amount treated as
tax under paragraph (1).

(3) TRANSITIONAL RULE.—For purposes of applying section
6654 to a taxable year beginning in 1994, the amount referred
to in clause (ii) of section 6654(d)(1)(B) shall be increased by 90
percent of the amount treated as tax under paragraph (1) for
such taxable year.

(c) DOMESTIC SERVICE EMPLOYMENT TAXES.—For purposes of this
section, the term “domestic service employment taxes” means—

(1) any taxes imposed by chapter 21 or 23 on remuneration
paid for domestic service in a private home of the employer, and

(2) any amount withheld from such remuneration pursuant to
an agreement under section 3402(p).

For purposes of this subsection, the term “domestic service in a pri-
vate home of the employer” does not include service described in sec-
tion 3121(g)(5).

(d) EXCEPTION WHERE EMPLOYER LIABLE FOR OTHER EMPLOY-
MENT TAXES.—To the extent provided in regulations prescribed by
the Secretary, this section shall not apply to any employer for any
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calendar year if such employer is liable for any tax under this sub-
title with respect to remuneration for services other than domestic
service in a private home of the employer.

(e) GENERAL REGULATORY AUTHORITY.—The Secretary shall pre-
scribe such regulations as may be necessary or appropriate to carry
out the purposes of this section. Such regulations may treat domes-
tic service employment taxes as taxes imposed by chapter 1 for pur-
poses of coordinating the assessment and collection of such employ-
ment taxes with the assessment and collection of domestic employ-
ers’ income taxes.

(f) AUTHORITY To ENTER INTO AGREEMENTS TO COLLECT STATE
UNEMPLOYMENT TAXES.— ,

(1) IN GENERAL.—The Secretary is hereby authorized to enter
into an agreement with any State to collect, as the agent of such
State, such State’s unemployment taxes imposed on remunera-
tion paid for domestic service in a private home of the employer.
Any taxes to be collected by the Secretary pursuant to suck an
agreement shall be treated as domestic service employment
taxes for purposes of this section.

(2) TRANSFERS TO STATE ACCOUNT,— amount collected
under an agreement referred to in paragrap}z' (1) shall be trans-
ferred by the Secretary to the account of the State in the Unem-
ployment Trust Fund.

(3) SUBTITLE F MADE APPLICABLE.—For purposes of subtitle F,
any amount required to be collected under an agreement under
paragraph (1) shall be treated as a tax imposed by chapter 23.

(4) STATE.—For purposes of this subsection, the term “State”
has the meaning given such term by section 3306()(1).

* * * * * * *
SOCIAL SECURITY ACT
* * * * S % * *

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

* * * * * * *

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

SECTION 201. (a) * * * ‘

(b) There is hereby created on the books of the Treasury of the
United States a trust fund to be known as the “Federal Disability
Insurance Trust Fund”. The Federal Disability Insurance Trust
Fund shall consist of such gift and bequests as may be made as
provided in subsection (iX1), and such amounts as may be appro-
priated to, or deposited in, such fund as provided in this section.
There is hereby appropriated to the Federal Disability Insurance
Trust Fund for the fiscal year ending June 30, 1957, and for each
fiscal year thereafter, out of any moneys in the Treasury not other-
wise appropriated, amounts equivalent to 100 per centum of—
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(1XA) %2 of 1 per centum of the wages (as defined in section
3121 of the Internal Revenue Code of 1954) paid after Decem-
ber 31, 1956, and before January 1, 1966, and reported to the
Secretary of the Treasury or his delegate pursuant to subtitle
F of the Internal Revenue Code of 1954, (B) 0.70 per centum
of the wages (as so defined) paid after December 31, 1965, and
before January 1, 1968, and so reported, (C) 0.95 per centum
of the wages (as so defined) paid after December 31, 1967, and
before January 1, 1970, and so reported, (D) 1.10 per centum
of the wages (as so defined) paid after December 31, 1969, and
before January 1, 1973, and so reported, (E) 1.1 per centum of
the wages (as so defined) paid after December 31, 1972, and
before January 1, 1974, and so reported, (F) 1.15 per centum
of the wages (as so defined) paid after December 31, 1973, and
before January 1, 1978, and so reported, (G) 1.55 per centum
of the wages (as so defined) paid after December 31, 1977, and
before January 1, 1979, and so reported, (H) 1.50 per centum
of the wages (as so defined) paid after December 31, 1978, and
before January 1, 1980, and so reported, (I) 1.12 per centum
of the wages (as so defined) paid after December 31, 1979, and
before January 1, 1981, and so reported, (J) 1.30 per centum
of the wages (as so defined) paid after December 31, 1980, and
before January 1, 1982, and so reported, (K) 1.65 per centum
of the wages (as so defined) paid r December 31, 1981, and
before January 1, 1983, and so reported, (L) 1.25 per centum
of the wages (as so defined) paid after December 31, 1982, and
before January 1, 1984, and so reported, (M) 1.00 per centum
of the wages (as so defined) paid after December 31, 1983, and
before January 1, 1988, and so reported, (N) 1.06 per centum
of the wages (as so defined) paid after December 31, 1987, and
before January 1, 1990, and so reported, [(O) 1.20 per centum
of the wages (as so defined) paid after December 31, 1989, and
before January 1, 2000, and so reported, and (P) 1.42 per cen-
tum of the wages (as so defined) paid after December 31, 1999,
and so reported,] (O) 1.20 per centum of the wages (as so de-
fined) paid after December 31, 1989, and before January 1,
1994, and so reported, (P) 1.88 per centum of the wages (as so
defined) paid after December 31, 1993, and before January 1,
2000, and so reported, and (Q) 1.80 per centum of the wages (as
so defined) paid after December 31, 1999, and so reported,
which wages shall be certified by the Secretary of Health and
Human Services on the basis of the records of wages estab-
lished and maintained by such Secretary in accordance with
such reports; and '

(2)(A) ¥ of 1 per centum of the amount of self-employment
income (as defined in section 1402 of the Internal Revenue
Code of 1954) reported to the Secretary of the Treasury or his
delegate on tax returns under subtitle F of the Internal Reve-
nue Code of 1954 for any taxable year beginning after Decem-
ber 31, 1956, and before January 1, 1966, (B) 0.525 of 1 per
centum of the amount of self-employment income (as so de-
fined) so reported for any taxable year beginning after Decem-
ber 31, 1965, and before January 1, 1968, (C) 0.7125 of 1 per
centum of the amount of self-employment income (as so de-
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fined) so reported for any taxable year beginning after Decem-
ber 31, 1967, and before January 1, 1970, (D) 0.825 of 1 per
centum of the amount of self-employment income (as so de-
fined) so reported for any taxable year beginning after Decem-
ber 31, 1969, and before January 1, 1973, (E) 0.795 of 1 per
centum of the amount of self-employment income (as so de-
fined) so reported for any taxable year beginning after Decem-
ber 31, 1972, and before January 1, 1974, (F) 0.815 of 1 per
centum of the amount of self-employment income (as so de-
fined) as reported for any taxable year beginning after Decem-
ber 31, 1973, and before January 1, 1978, (G) 1.090 per centum
of the amount of self-employment income (as so defined) so re-
ported for any taxable year beginning after December 31, 1977,
and before January 1, 1979, (H) 1.0400 per centum of the
amount of self-employment income (as so defined) so reported
for any taxable year beginning after December 31, 1978, and
before January 1, 1980, (I) 0.7775 per centum of the amount
of self-employment income (as so defined) so reported for any
taxable year beginning after December 31, 1979, and before
January 1, 1981, (J) 0.9750 per centum of the amount of self-
employment income (as so defined) so reported for any taxable
year beginning after December 31, 1980, and before J anuary 1,
1982, (K) 1.2375 per centum of the amount of self-employment
income (as so defined) so reported for any taxable year begin-
ning after December 31, 1981, and before January 1, 1983, (L)
0.9375 per centum of the amount of self-employment income
(as so defined) so reported for any taxable year beginning after
December 31, 1982, and before January 1, 1984, (M) 1.00 per
centum of the amount of self-employment income (as so de-
fined) so reported for any taxable year beginning after Decem-
ber 31, 1983, and before January 1, 1988, (N) 1.06 per centum
of the self-employment income (as so defined) so reported for
any taxable year beginning after December 31, 1987, and be-
fore January 1, 1990, [(O) 1.20 per centum of the amount of
self-employment income (as so defined) so reported for any tax-
able year beginning after December 31, 1989, and before Janu-
ary 1, 2000, and (P) 1.42 per centum of the amount of self-em-
ployment income (as so defined) so reported for any taxable
year beginning after December 31, 1999,1 (O) 1.20 per centum
of the amount of self-employment income (as so defined) so re-
ported for any taxable year beginning after December 31, 1989,
and before January 1, 1994, (P) 1.88 per centum of the amount
of self-employment income (as so defined) so reported for any
taxable year beginning after December 31, 1993, and before
January 1, 2000, and (Q) 1.80 per centum of the amount of self-
employment income (as so defined) so reported for any taxable
year beginning after December 31, 1999, which self-employment
income shall be certified by the Secretary of Health and
Human Services on the basis of the records of self-employment
income established and maintained by the Secretary of Health
and Human Services in accordance with such returns.

* * * * * * *
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OLD-AGE AND SURVIVORS INSURANCE BENEFIT PAYMENTS

Old-Age Insurance Benefits
SEC. 202, (a) * * *

* * * * * * *

Limitation on Payments to Prisoners and Certain Other Inmates of
Publicly Funded Institutions

(x)(1) Notwithstanding any other provision of this title, no
monthly benefits shall be paid under this section or under section
223 to any individual for any month [during which such individual
is confined in a jail, prison, or other penal institution or correc-
tional facility, pursuant to his conviction of an offense which con-
stituted a felony under applicable law, unless such individual is ac-
tively and satisfactorily participating in a rehabilitation program
which has been specifically approved for such individual by a court
of law and, as determined by the Secretary, is expected to result
in such individual being able to engage in substantial gainful activ-
ity upon release and within a reasonable time.] during which such
individual—

(A) is confined in a jail, prison, or other penal institution or
correctional facility pursuant to his conviction of an offense
punishable by imprisonment for more than 1 year (regardless of
the actual sentence imposed), or

(B) is confined by court order in an institution at public ex-
pense in connection with—

(1) a verdict that the individual is guilty but insane, with
respect to an offense punishable by imprisonment for more
than 1 year,

(ii) a verdict that the individual is not guilty of such an
offense by reason of insanity,

(iii) a finding that such individual is incompetent to
stand trial under an allegation of such an offense, or

(iv) a similar verdict or finding with respect to such an
offense based on similar factors (such as a mental disease,
a mental defect, or mental incompetence),

and, for purposes of this subparagraph, an individual so con-
fined shall be treated as remaining so confined until he or she
is unconditionally released from the care and supervision of
such institution and such institution ceases to meet the individ-
ual’s basic living needs.

* * * * * * *

(3) Notwithstanding the provisions of section 552a of title 5,
United States Code, or any other provision of Federal or State law,
any agency of the United States Government or of any State (or po-
litical subdivision thereof) shall make available to the Secretary,
upon written request, the name and social security account number
of [any individual who is confined in a jail, prison, or other penal
institution or correctional facility under the jurisdiction of such
agency, pursuant to his conviction of an offense which constituted
a felony under applicable law, which the Secretary may require to
carry out the provisions of this subsection.} any individual who is
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To make improvements in the old-age, survivors, and disability insurance
program under title IT of the Social Security Act.

IN THE HOUSE OF REPRESENTATIVES

APRIL 21, 1994

Mr. JacoBs (for himself, Mrs. KENNELLY, Mr. BUNNING, Mr. HOUGHTON,
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Committee on Ways and Means

May 4, 1994
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A BILL

To make improvements in the old-age, survivors, and disabil-
ity insurance program under title II of the Social Secu-
rity Act.

1 Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“Social Security Act

Amendments of 1994”.
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SEC. 2. SIMPLIFICATION OF EMPLOYMENT TAXES ON

DOMESTIC SERVICES.

(a) COORDINATION OF COLLECTION OF DOMESTIC
SERVICE EMPLOYMENT WITH COLLECTION OF INCOME
TAXES.—

(1) IN GENERAL.—Chapter 25 of the Internal
Revenue Code of 1986 (relating to general provi-
sions relating to employment taxes) is amended by
adding at the end thereof the following new section:

“SEC. 3510. COORDINATION OF COLLECTION OF DOMESTIC
SERVICE EMPLOYMENT TAXES WITH COLLEC-
TION OF INCOME TAXES.

“(a) GENERAL RULE.—Except as otherwise provided
in this section—

“(1) returns with respect to domestic service
employment taxes shall be made on a calendar year
basis,

“(2) any such return for any calendar year
shall be filed on or before the 15th day of the fourth
month following the close of the employer’s taxable
year which begins in such calendar year, and

“(3) no requirement to make deposits (or to
pay installments under section 6157) shall apply
with respect to such taxes.

“(b) DOMESTIC SERVICE EMPLOYMENT TAXES SUB-

JECT TO ESTIMATED TAX PROVISIONS.—

*HR 4278 RH
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1 “(1) IN GENERAL.—Solely for purposes of sec-
2 tion 6654, domestic service employment taxes im-
3 posed with respect to any calendar year shall be
4 treated as a tax imposed by chapter 2 for the tax-
5 able year of the employer which begins in such cal-
6 endar year.

7 “(2) ANNUALIZATION.—Under regulations pre-
8 seribed by the Secretary, appropriate adjustments
9 shall be made in the application of section
10 6654(d)(2) in respect of the amount treated as tax
11 under paragraph (1).

12 “(3) TRANSITIONAL RULE.—For purposes of
13 applving section 6654 to a taxable year beginning in
14 1994, the amount referred to in clause (ii) of section
15 6654(d)(1)(B) shall be increased by 90 percent of
16 the amount treated as tax under paragraph (1) for
17 such taxable year.

18 “(c) DOMESTIC SERVICE EMPLOYMENT TAXES.—
19 For purposes of this section, the term ‘domestic service
20 employment taxes’ means—
21 “(1) any taxes imposed by chapter 21 or 23 on
22 remuneration paid for domestic service in a private
23 home of the employer, and

*HR 4278 RH
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4
“(2) any amount withheld from such remunera-
tion pursuant to an agreement under section

3402(p).

For purposes of this subsection, the term ‘domestic service
in a private home of the employer’ does not include service
described in section 3121(g)(5).

“(d) EXCEPTION WHERE EMPLOYER LIABLE FOR
OTHER EMPLOYMENT TAXES.—To the extent provided in
regulations prescribed by the Secretary, this section shall
not apply to any employer for any calendar year if such
employer is liable for any tax under this subtitle with re-
spect to remuneration for services other than domestic
service in a private home of the employer.

“(e) GENERAL REGULATORY AUTHORITY.—The Sec-
retary shall preseribe such regulatiohs as may be nec-
essary or appropriate to carry out the purposes of this
section. Such regulations may treat domestic service em-
ployment taxes as taxes imposed by chapter 1 for purposes
of coordinating the assessment and collection of such em-
ployment taxes with the assessment and collection of do-
mestic employers’ income taxes.

“(f) ACTHORITY TO ENTER INTO AGREEMENTS TO
COLLECT STATE UNEMPLOYMENT TAXES.—

“(1) IN GENERAL.—The Secretary is hereby

authorized to enter into an agreement with any

*HR 4278 RH
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State to collect, as the agent of such State, such
State’s unemployment taxes imposed on remunera-
tion paid for domestic service in a private home of
the employer. Any taxes to be collected by the Sec-
retary pursuant to such an agreement shall be treat-
ed as domestic service employment taxes for pur-
poses of this section.

“(2) TRANSFERS TO STATE ACCOUNT.—Any
amount collected under an agreement referred to in
paragraph (1) shall be transferred by the Secretary
to the account of the State in the Unemployment
Trust Fund.

“(3) SUBTITLE F MADE APPLICABLE.—For
purposes of subtitle F, any amount required to be
collected under an agreement under paragraph (1)
shall be treated as a tax imposed by chapter 23.

‘“(4) STATE.—For purposes of this subsection,
the term ‘State’ has the meaning given such term by
section 3306(j)(1).”.

(2) CLERICAL AMENDMENT.—The table of sec-
tions for chapter 25 of such Code is amended by
adding at the end thereof the following:

“Sec. 3510. Coordination of collection of domestic service employ-
ment taxes with collection of income taxes.”.

(3) EFFECTIVE DATE.—The amendments made

by this subsection shall apply to remuneration paid

*HR 4278 RH
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6
in calendar years beginning after December 31,
1994.

(4) EXPANDED INFORMATION TO EMPLOY-
ERS.—The Secretary of the Treasury or his delegate
shall prepare and make available information on the
Federal tax obligations of employers with respect to
employees performing domestic service in a private
home of the employer. Such information shall also
include a statement that such employers may have
obligations. with respect to such employees under
State laws relating to unemployment insurance and
workers compensation.

(b) THRESHOLD REQUIREMENT FOR SOCIAL SECU-

RITY TAXES.—

(1) AMENDMENTS OF INTERNAL REVENUE
CODE.—

(A) Subparagraph (B) of section
3121(a)(7) of the Internal Revenue Code of
1986 (defining wages) is amended to read as
follows:

“(B) cash remuneration paid by an em-
ployer in any calendar year to an employee for
domestic service in a private home of the em-
ployer (within the meaning of subsection (y)), if

the cash remuneration paid in such year by the

*HR 4278 RH
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[way

employer to the employee for such service is less
than the applicable dollar threshold (as defined
in subsection (y)) for such year;”.

(B) Section 3121 of such Code is amended
by adding at the end thereof the following new

subsection:
“(y) DOMESTIC SERVICE IN A PRIVATE HOME.—For

purposes of subsection (a)(7)(B)—

W 00 3 O v & W BN

“(1) EXCLUSION FOR CERTAIN FARM SERV-

[y
o

ICE.—The term ‘domestic service in a private home
11 of the employer’ does not include service described
12 in subsection (g)(5).

13 “(2) APPLICABLE DOLLAR THRESHOLD.—The

14 term ‘applicable dollar threshold’ means $1,250. In

15 the case of calendar years after 1995, the Secretary
16 of Health and Human Services shall adju’st such
17 $1,250 amount at the same time and in the same
18 manner as under section 215(a)(1)(B)(ii) of the So-
19 cial Security Act with respect to the amounts re-

20 ferred to in section 215(a)(1)(B)(i) of such Act, ex-
21 cept that, for purposes of this paragraph, 1993 shall
22 be substituted for the calendar vear referred to in
23 section 215(a)(1)(B)(ii)(II) of such Aect. If the

24 amount determined under the preceding sentence is

*HR 4278 RH
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8
not a multiple of $50, such amount shall be rounded
to the nearest multiple of $50.”.
(C) The second sentence of section 3102(a)
of such Code is amended—

(1) by striking “calendar quarter”
each place it appears and inserting “cal-
endar year”, and

(ii) by striking “$50” and inserting
“the applicable dollar threshold (as defined
in section 3121(y)(2)) for such year”.

(2) AMENDMENT OF SOCIAL SECURITY ACT.—
Subparagraph (B) of section 209(a)(6) of the Social
Security Act (42 U.S.C. 409(a)(6)(B)) is amended
to read as follows:

“(B) Cash remuneration paid by an employer in
any calendar year to an employee for domestic serv-
ice in a private home of the employer, if the cash re-
muneration paid in such year by the employer to the
employee for such service is less than the applicable
dollar threshold (as defined in section 3121(y)(2) of
the Internal Revenue Code of 1986) for such year.
As used in this subparagraph, the term ‘domestic
service in a private home of the employer’ does not

include service deseribed in section 210(f)(5).”.

*HR 4278 RH
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9
(3) EFFECTIVE DATE.—The amendments made
by this subsection shall apply to remuneration paid
in calendar years beginning after December 31,
1994.
(4) RELIEF FROM LIABILITY FOR CERTAIN
UNDERPAYMENT AMOUNTS.—

(A) IN GENERAL.—On and after the date
of the enactment of this Act, an underpayment
to which this paragraph applies (and any pen-
alty, addition to tax, and interest with respect
to such underpayment) shall not be assessed
(or, if assessed, shall not be collected).

(B) UNDERPAYMENTS TO WHICH PARA-
GRAPH APPLIES.—This paragraph shall apply
to an underpayment to the exten,t of the
amount thereof which would not be an
underpayment if—

(i) the amendments made by para-
graph (1) had applied to calendar years

1993 and 1994, and

(i1)(I) the applicable dollar threshold
for calendar year 1993 were $1,150, and

(IT) the applicable dollar threshold for
calendar year 1994 were $1,200.

*HR 4278 RH
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SEC. 3. ALLOCATIONS TO FEDERAL DISABILITY INSURANCE

TRUST FUND.

(a) ALLOCATION WITH RESPECT TO WAGES.—Sec-
tion 201(b)(1) of the Social Security Aect (42 U.S.C.
401(b)(1)) is amended by striking “(0) 1.20 per centum’’
and all that follows through “December 31, 1999, and so
reported,” and inserting ‘“(0O) 1.20 per centum of the
wages (as so defined) paid after December 31, 1989, and
before January 1, 1994, and so reported, (P) 1.88 per
centum of the wages (as so defined) paid after December
31, 1993, and before January 1, 2000, and so reported,
and (Q) 1.80 per centum of the wages (as so defined) paid
after December 31, 1999, and so reported,”.

(b) ALLOCATION WITH RESPECT TO SELF-EMPLOY-
MENT INCOME.—Section 201(b)(2) of such Act (42 U.S.C.
401(b)(2)) is amended striking “(0) 1.20 per centum”
and all that follows through “December 31, 1999.” and
inserting ‘“(0) 1.20 per centum of the amount of self-em-
ployment income (as so defined) so reported for any tax-
able year beginning after December 31, 1989, and before
January 1, 1994, (P) 1.88 per centum of the amount of
self-employment income (as so defined) so reported for
any taxable year beginning after December 31, 1993, and
before January 1, 2000, and (Q) 1.80 per centum of the

amount of self-employment income (as so defined) so re-
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ported for any taxable year beginning after December 31,
1999,”.

(¢) EFFECTIVE DATE.—The amendments made by
this section shall apply with respect to wages paid after
December 31, 1993, and self-employment income for tax-
able years beginning after such date.

(d) STUDY ON RISING COSTS OF DISABILITY BENE-
FITS.—

(1) IN GENERAL.—As soon as practicable after
the date of the enactment of this Act, the Secretary
of Health and Human Services shall conduct a com-
prehensive study of the reasons for rising costs pay-
able from the Federal Disability Insurance Trust
Fund.

(2) MATTERS TO BE INCLUDED IN STUDY.—In
conducting the study under this subsection, the Sec-
retary shall—

(A) determine the relative importance of
the following factors in increasing the costs
payable from the Trust Fund:

(i) increased numbers of applications
for benefits;
(ii) higher rates of behéﬁt allowances;

and

*HR 4278 RH
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1 (1i1)) decreased rates of benefit termi-
2 nations; and

3 (B) identify, to the extent possible, under-
4 lying social, economic, demographic, pro-
5 grammatic, and other trends responsible for
6 changes in disability benefit applications, allow-
7 ances, and terminations. A

8 (3) REPORT.—Not later than December 31,
9 1995, the Secretary shall transmit a report to the
10 Committee on Ways and Means of the House of
11 Representatives and the Committee ou Finance of
12 the Senate setting forth the results of the study con-
13 ducted under this subsection, together with any rec-
14 ommendations for legislative changes which the
15 Secretary determines appropriate.

16 SEC. 4. NONPAYMENT OF BENEFITS TO INCARCERATED IN-

17 DIVIDUALS AND INDIVIDUALS CONFINED IN
18 CRIMINAL CASES PURSUANT TO CONVICTION
19 OR BY COURT ORDER BASED ON FINDINGS
20 OF INSANITY.

21 (a) IN GENERAL.—Section 202(x) of the Social Secu-

22 rity Act (42 U.S.C. 402(x)) is amended—

23 (1) in the heading, by inserting “and Certain
24 Other Inmates of Publicly Funded Institutions”
25 after “Prisoners”;

*HR 4278 RH
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(2) in paragraph (1) by striking ‘“during which
such individual” and inserting “during which such

’

individual—", and by striking “is confined” and all
that follows and inserting the following:

“(A) is confined in a jail, prison, or other penal
institution or correctional facility pursuant to his
conviction of an offense punishable by imprisonment
for more than 1 year (regardless of the actual sen-
tence imposed), or

“(B) is confined by court order in an institution
at public expense in connection with—

“(i) a verdict that the individual is guilty
but insane, with respect to an offense punish-
able by imprisonment for more than 1 year,

“(i1) a verdict that the individual is not
guilty of such an offense by reason of insanity,

“(i1) a finding that such individual is in-
competent to stand trial under an allegation of
such an offense, or

“(iv) a similar verdict or finding with re-
spect to such an offense based on similar fac-
tors (such as a mental disease, a mental defect,
or mental incompetence),

and, for purposes of this subparagraph, an individ-

ual so confined shall be treated as remaining so con-
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fined until he or she is unconditionally released from

the care and supervision of such institution and such

institution ceases to meet the individual’s basic liv-

ing needs.”; and

(3) in paragraph (3), by striking “any individ- .
ual” and all that follows and inserting “any individ-
ual who is confined as described in paragraph (1) if
the confinement is under the jurisdiction of such
agency and the Secretary requires such information
to carry ou"c the provisions of this section.”.

(b) CONFORMING AMENDMENTS.—

(1) Section 226 of such Act (42 U.S.C. 426) is
amended by adding at the end the following new
subsection:

“(1) The requirements of subsections (a)(2) and
(b)(2) shall not be treated as met with respect to any indi-
vidual for any month if a monthly benefit to which such
individual is entitled under section 202 or 223 for such
month is not payable under section 202(x).”.

(2) Section 226A of such Act (42 U.S.C. 426-
1) is amended by adding at the end the following
new subsection:

“(d) The requirements of subsection (a)(1) shall not
be treated as met with respect to any individual for any

month if a monthly benefit to which such individual is en-

*HR 4278 RH
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titled under section 202 or 223 for such month is not pay-

able under section 202(x).”.

(¢) EFFECTIVE DATE.—The amendments made by
this section shall apply with respect to benefits for months
commencing after 90 days after the date of the enactment
of this Act and with respect to items and services provided

after such 90-day period.

*HR 4278 RH
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To amend title II of the Social Security Act to expand current restrictions
on payment of benefits to prisoners to include payments to individuals
confined to public institutions pursuant to court order based on a verdiet
that the individual is not guilty of a criminal offense by reason of
insanity or a similar finding.

IN THE HOUSE OF REPRESENTATIVES

FEBRUARY 18, 1993

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

A BILL

To amend title II of the Social Security Act to expand
current restrictions on payment of benefits to prisoners
to include payments to individuals confined to public
institutions pursuant to court order based on a verdict
that the individual is not guilty of a criminal offense
by reason of insanity or a similar finding.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
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1 SECTION 1. RESTRICTION ON PAYMENT OF BENEFITS TO

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

INDIVIDUALS CONFINED BY COURT ORDER
TO PUBLIC INSTITUTIONS PURSUANT TO
VERDICTS OF NOT GUILTY BY REASON OF IN.-
SANITY OR OTHER MENTAL DISORDER.

Section 202(x) of the Social Security Act (42 U.S.C.

402(x)) is amended—

(1) in the heading, by inserting “and Certain
Other Inmates of Public Institutions” after ‘“Pris-
oners’’; |

(2) in paragraph (1), by inserting “or is con-
fined in any public institution by a court order pur-
suant to a verdict that the individual is not guilty
of such an offense by reason of insanity (or by rea-
son of a similar finding, such as a mental disease,
a mental defect, or mental incompetence),” after
“applicable law,”’; and

(3) in paragraph (3), by striking “any individ-
ual” and all that follows and inserting “any individ-
ual confined as described in paragraph (1) if the
jail, prison, penal institution, correctional facility, or
other public institution to which such individual is so
confined is under the jurisdiction of such agency and
the Secretary requires such information to carry out

the provisions of this section.”.
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1 SEC. 2. EFFECTIVE DATE.

2 The amendments made by section 1 shall apply with
3 respect to benefits for months commencing after 90 days
4 after the date of the enactment of this Act.
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(a8 80 defined) paid after December 31, 1999,
and so reported,’.

(b) ALLOCATION WITH RESPECT TO SELF-EM-
PLOYMENT INCOME.—Bection 201(b)(2) of such
Act (42 U.S.C. 401(bX2)) 18 amended striking
*(0) 1.20 per centum’ and all that follows
through **December 31, 1899, and inserting
*(0) 1.20 per centum of the amount of self-
employment income (as 8o defined) so re-
ported for any taxable year beginning after
December 31, 1889, and before January 1, 1994,
(P) 1.88 per centum of the amount of self-em-
ployment {ncome (as 80 defined) so reported
for any taxable year beginning after Decem-
ber 31, 1993, and before January 1, 2000, and
(Q) 1.80 per centum of the amount of self-em-
ployment {ncome (as 8o defined) so reported
for any taxable year beginning after Decem-
ber 81, 1999,"’,

(c) -EFFECTIVE DATE.—The amendments
made by‘this section shall apply with respect
to wages paid after December 81, 1993, and
self-employment income for taxable years
beginning after such date.

(d) 8TUDY ON RISING COSTS OF DISABILITY
BENEFITS.—

(1) IN GENERAL.—AS soon &8 practicable
after the date of the enactment of this Act,
the Secretary of Health and Human Services
sball conduct & comprehensive study of the
reasons for rising costs payable from the
Federal Disability Insurance Trust Fund.

(2) MATTERS TO BE INCLUDED IN STUDY.—In
conducting the study under this subsection,
the Secretary shall-

(A) determine the relative importance of
the following factors in increasing the costs
payable from the Trust Fund:

(1) increased numbers of applications for
benefits; :

(11) higher rates of beneflt allowances; and

(111) decreased rates of benefit termi-
nations; and .

(B) 1dentify, to the extent posaible, under-
lying soclal, economic, demographio, pro-
grammatic, and other trends responsible for
changes in disability benefit applications, al-
lowances, and terminations.

(3) REPORT.—Not later than December 31,
1895, the Secretary shall transmit a report to
the Committee on Ways and Means of the
House of Representatives and the Committee
on Finance of the Senate setting forth the
results of the study conducted under this
subsection, together with any recommenda-
tions for legislative changes which the Seo-
retary determines appropriate.

SEC, 4 NONPAYMENT OF BENEFITS TO INCAR-
CERATED INDIVIDUALS AND INDI-
VIDUALS CONFINED IN CRIMINAL
CASES PURSUANT TO CONVICTION
OR BY COURT ORDER BASED ON
FINDINGS OF INSANTTY.

(a) IN GENERAL.—Section 202(x) of the 8o-
cial BSecurity Act (42 U.8.C. 402(z)) 1s
amended—

(1) in the heading, by inserting “and Cer-
tain Other Inmates of Publicly Funded Insti-
tutions” after “‘Prisoners’;

(2) in paragraph (1) by striking *“during
which such individual'* and inserting *‘dur-
ing which such individual—", and by strik-
ing “i8 confined' and all that follows and in-
sorting the following:

**(A) is confined in a jail, prison, or other
penal institution or correctional facility
pursuant to his conviction of an offense pun-
ishable by imprisonment for more than 1
year (regardless of the actual sentence im-
posed), or

*(B) s confined by court order in an insti-
tution at public expense in connection

*(1) a verdict that the individual s guilty
but insane, with respect to an offense pun-
ishable by imprisonment for more than 1
year,
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*(11) a verdict that the individual is not
guilty of such an offense by reason of insan-
ity, .
*(111) a finding that such individual is in-
competent to stand trial under an allegation
of such an offenss, or

*(iv) & stmilar verdict or finding with re-
spect to such an offense based On similar fac-
tors (such as a mental disease, & mental de-
fect, or mental incompetence),
and, for purposes of this subparagraph, an in-
dividual 80 confined shall be treated as re-
maining 80 confined until he or she is uncon-
ditionally released from the care and super-
vision of guch institution and such institu-
tion ceases to meet the individual's basio v-
ing needs.’’; and

(3) 1n paragraph (3), by striking “any indi-
vidual” and all that follows and inserting
“‘any individual who §s confined as described
in paragraph (1) if the confinement is under
the jurisdiction of such agency and the Seo-
retary requires such information to carry
out the provisions of this section.”.

(b) CONFORMING AMENDMENTB.~—

(1) Section 226 of such Act (43 U.8.C. 426) 18
amended by adding at the end the following
new subsection:

**(1) The requirements of subsections (aX2)
and (bX2) shall not be treated as met with re-
spect to any individual for any month if a
monthly benefit to which such individual 18
entitled under seotion 202 or 223 for such
month 18 not payable under section 202(x)."”.

(2) Beotion 226A of such Act (42 U.S.C. 426-
1) 18 amended by adding at the end the fol-
lowing new subsection:

*(d) The requirements of subsection (aX1)
shall not be treated as met with respect to
any individual for any month if a monthly
beneflt to which such individual is entitled
under section 203 or 223 for such month 18 not
payable under section 202(x).”,

(c) EFFECTIVE DATE—Theé amendments
made by this section shall apply with respect
to benefits for months commencing after 80
days after the date of the enactment of this
Act and with respect to items and services
provided after such 90-day period.

The SPEAKER. Pursuant to the rule,
the gentleman from Nlinois {Mr. Ros-
TENKOWSKI) will be recognized for 20
minutes, and the gentleman from Ken-
tucky (Mr. BUNNING) will be recognized
for 20 minutes.

The Chair recognizes the gentleman
from Illinois [Mr. ROSTENKOWSKI).

Mr. ROSTENKOWSKI. Mr. Speaker, I
yield myself such time as I may
consume.

Mr. Speaker, the Committee on Ways
and Means brings before the House
today H.R. 4278, a bill simplifying and
streamlining the payment of Social Se-
curity payroll taxes on domestic work-
ers.

This bill will reform the so-called
nanny tax to update an old law and to
ease the paperwork burden on house-
hold employers. It will increase the
number of employers who comply with
the law and it will assure that more
workers will receive much-needed pro-
tection under Social Security.

First, the Social Security tax thresh-
old will be updated from $50 a quarter
to 31,250 a year, beginning in 1995. In
addition, the threshold will be indexed
for the future. This threshold has not
been updated since 1950, and, during
those years. its value has declined.

No one ever intended that Americans
be required to pay taxes on occasional
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babysitters or yard workers. But that's
what has happened over time. This bill
will take care of that problem by ex-
empting this type of occasional work
fromf Social Security taxes. At the
same time, it will protect full-time
nannies and housekeepers by assuring
that they receive Social Security cov-
erage.

Second, the bill will reduce paper-
work for employers by permitting
them to file their employment taxes on
their own annual 1040 forms. This sim-
plification—coupled with the updating
of the threshold—should result in a sig-
nificant increase in compliance with
the law and should therefore increase
the number of people protected under
Social Security.

The bill includes two other provi-
sions. The first realiocates a small por-
tion of the Social Security payroll tax
from the retirement and survivors fund
to the disability fund. About one-third
of 1 percent of payroll would be reallo-
cated between funds. The total payroll
tax rate paid by individual taxpayers
would not change.

The Social Security trustees have
recommended this reallocation to as-
sure the short-term solvency of the
fund. Without it, the disability insur-
ance fund would become insolvent in
1995. ~

Finally, the bill suspends Social Se-
curity payments to people who are or-
dered-—by a court of law—to be institu-
tionalized at public expense because
they are found not guilty of a crime by
reason of insanity.

This measure would result in signifi-
cant savings for the Social Security
trust fund and would assure that this
legislation falls within the budget
rules.

Mr. Speaker, the House acted respon-
81bly last summer and passed a change
in both the nanny tax and in the allo-
cation of the trust funds.

At the insistence of the Senate, how-
ever, the House was forced to drop
these provisions in conference—for pro-
cedural reasons. So we are here today
to pass them again.

I strongly urge my colleagues to give.
this bill their full support and to send
it on to thesSenate for speedy action.

Mr. Speaker, I reserve the balance of
my time. . .

Mr.. BUNNING. Mr. Speaker, I yield
myself such time as I may consume.

Mr. Speaker, it i8 a pleasure to be
here. I would first like to acknowledge
my esteemed colleagues The chairman
of the Committee on Ways and Means,
and particularly the chairman of the
Social Security Subcommittee, for all
of his efforts, including holding a sepa- -
rate and in depth hearing on each of
the three issues in the bill that we are
considering today. I appreciate his fair-
ness and willingness to consider my
views and those of other Members on
my side.

The bill we are considering today
contains three important provisions,
all of which are long overdue in my es-
timation.
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The first, a provision to fix the
nacny tax problem, made famous by
Zoe Baird—is in my view, just about 40
years overdue.

As anyone who has read a newspaper
in the last year knows, domestic work-
ers—many of whom work in private
homes as housekeepers or nannies—
have been covered under Social Secu-
rity for almost 40 years, since 1955, as
long as they earned at least $50 in
wages in a calendar quarter.

Back then $50 was also the minimum
amount that a worker had to earn in
order to get any credit toward a Social
Security benefit, and represented a
week and a half's wage. But that $50
amount was never indexed.

And 8o, while times have changed for
all other employers and workers, do-
mestic workers and the people who em-
ploy them have remained frozen in the
1950’s.

Because this amount was never in-
dexed, householders who occasionally
hire teenage baby sitters and pay them
more than $50 a Quarter, are tech-
nically in violation of the law for faill-
ing to report their wages to pay FICA
taxes on them.

Congress never intended to make tax
cheats out of law-abiding householders
who occasionally hire a teenager to
baby sit their children.

And then there is the issue of all the
burdensome paperwork that a house-

. holder had to complete in order to pay
FICA taxes on the wages Of a domestic
or nanny.

The bill we are considering today ad-
dresses all of these problems.

It raises this outdated $50 wage
threshold in a calendar quarter to
$1,250 paid in a year—enough to exempt
most teenage baby sitters and lawn
mowers.

I personally would have preferred a
higher threshold amount—like the
$1,800 threshold that was stripped from
last year's budget reconciliation bill,

But I also appreciate the need to pro-
tect Social Security entitlement for
those who spend their lifetimes in do-
mestic employment—many of whom
are low-income women, 31,250 is a rea-
sonable middle ground.

The bill also allows householders who
employ domestic workers to pay FICA
taxes on their wages as part of their
personal tax returns rather than have
to complete all sorts of complicated
additional paperwork. :

The second provision seems to me to
be something we need to do whether we
like it or not. It would allow a transfer
of funds from the Social Security re-
tirement trust fund, which has enough
money to last until 2036, to the disabil-
ity trust fund, which will run out of
money next year if we don't act now.

At the same time, however, I think
we have to recognize that this transfer
is just a Band-Aid. It is a temporary
solution.

The administration has to take a se-
rious look at why the disability pro-
gram is in trouble and it has to act
fast.
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Congress voted the Social Security
Administration extra money last year
to process disability backlogs. We
voted them $200 million to get the job
done, and now we find out that $32 mil-
lion of that was spent on pay increases
and bonuses. This is outrageous and ir-
responsible. )

Social  Security Administration
needs to get serious about clearing up
the disability backlogs—they need to
do something about disability reviews.
They need to address these problems
with the disability program before they
hand out any more raises or bonuses,

The third provision is also overdue.
Fourteerr years ago, in 1980, Congress
voted to prohibit payment of Social Se-
curity benefits to criminals like the
Son of S8am, who are being completely
supported at the taxpayers’' expense as
they serve out their time behind bars.
The provision in their bill would like-
wise prohibit payment of benefits to
those who have committed terrible
crimes, but who are found not guilty
by reason of insanity. and are institu-
tionalized at taxpayers' expense in-
stead of being imprisome

That is basically whdt this is all
about. Nothing controversial. It 18 a
commonsense approach to three issues
which needed to be addressed. It de-
serves my colleagues support.

I thank the Chair for its attention to
this important bill, and I look forward
to its speedy passage.
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Mr. Speaker, I reserve the balance of
my time. ’

Mr. ROSTENKOWSKI. Mr. SpeaXer, 1
yield the remainder of my time to the
gentleman from Indiana [Mr. JACOBS),
the chairman of the S8ubcommittee on
Social Security, and I ask unanimous
consent that the gentleman from Indi-
ana {Mr. JACOBS) be authorized to yleld
time.

The SPEAKER pro tempore (Mr.
MONTGOMERY). I8 there objection to'the
request of the gentleman from Illinois?

There is no objection. .

Mr. JACOBS. Mr. Speaker, I yield
myself such time as I may consume.

Mr. Speaker, I also thank the rank-
ing member of the Committee on Ways
and Means Social Security Ssubcommit-
tee for his generous remarks, and in re-
sponse, say that I have never had the
pleasure of working with a more coop-
erative colleague in the Congress than
I have the gentleman from Kentucky
[Mr. BUNNING). It takes two to work
things out, and I am very grateful for
that. I should also express for the
record my gratitude to the gentleman
from Massachusetts [Mr. TORKILDSEN)
for his contribution to this legislation
in clearing up a question of what i8 &
felony and what s not a felony and
who should be denied the Soclal Secu-
rity benefits. His contribution has been
enormous.

I incorporate by reference the re-
marks of the chairman, the gentleman
from Dlinois (Mr. ROSTENKOWSKI], and
of the ranking member. the gentleman

May 10, 1994

from Kentucky {Mr. BUNNING]. They
have described the proposed legislation
well and the background of it.

A free society will not be civilized
and will not be law-abiding in those in-
stances in which the Government is
negligent in terms of fairness of the
law, and I confess for the Government
that over the past half-century this
Government has not forgotten to raise
the threshold for any credit you might
get for paying Soclal Security taxes,
but in all that time has never raised
the threshold for paying it, perhaps the
best way to {llustrate the raveges of in-
flation and what profound effects they
can have on statutes.

I also incorporate by reference the
phenomenon that happened in the
earned income tax credit during the
first few years of the 1980's when, in
fact, it raised the taxes of the poorest
working people in our society.

But one little anecdote I think would
serve. When Speaker Joe Cannon was
in office, or, rather, when he was elect-
ed Speaker for the first time, some of
his friends explained to him that he
had risen high on the social ladder in
Washington, and he really ought to
have a better place to live. So they
took him out and they showed him a .
nice apartment that ran $400 a month
rent, and the Speaker replied, *It
would be OK with me fellows. But what
would I do with the other $200 of my
salary?' The congressional salary
when he was Speaker of the House was
$5,000, which seems rather unreal
today, although I am sure there are
some people who are watching C-SPAN
who think that would be too much
even today even for Members of Con-
gress. But I think most people have a
practical knowledge of how inflation
works, and this bill {8 meant to amelio-
rate that situation.

I commend all of my colleagues who
have participated and will participate
in this effort for the splendid way in
which they have done it in response to
the public.

Mr. Speaker, I reserve the balance of
my time.

Mr. BUNNING. Mr. Speaker, I yleld 2
minutes to the gentieman from Massa-
chusetts [Mr. TORKILDSEN].

Mr. TORKILDSEN. Mr. Speaker, cer-
tain issues that come before this body
cry out for attention. Making sure that
prisoners do not collect benefits while
in jail is certainly one of them.

Convicted criminals f{n jail should
not. collect taxpayer-funded payments
while there. Period. -

But under a loophole in existing law,
felons who are behind bars are denied
Social Security benefits while convicts
who are serving time for misdemeanors
are allowed to continue receiving
money. Because the definition of mis-
demeanor varies from State-to-State,
this means some prisoners serving sen-
tences in excess of 1 year continue to
receive Federal money.

This defies logic.
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While the taxpayers are paying to -
keep them in prison, prisoners ghould
not receive any cash benefita,

The problem was highlighted in the
Lawrence Eagle-Tribune, a newspaper
that circulates in my district.

I propose aimply that we cut off bene-
fits to prisoners serving in prison. This
simply makes sense.

Mr. Speaker, my proposed change has
received bipartisan support in the sub-
committee and the ful} committee, and
I want to publicly thank the gentleman
from Indiana and the gentieman from
Kentucky for thetir assistance and also
thank the gentleman from Indiana for
his very kind words and support. This
change has been partially included in
this bill before the House today, and I
hope my colleagues will also lend sup-
port. :

There has been a lot of talk about
welfare reform in the administration
andbyMemberaotthisbody.Aswenn—
dertake this important task, there will
no doubt be numerous areas of legiti-
mate disagreement. However, there
should be little room for disagreement
on ending Social Security benefits for
prisoners.

I urge my colleagues to support this
important measure.

Mr. JACOBS. Mr. Speaker, 1 yield
such time as she may consume to the

.-distinguished gentlewoman from Con-
necticut {Mra. KENNELLY].

(Mrs. KENNELLY asked and was

given permission ta revise and extend
her remarks ) .
- Mrs. KENNELLY. Mr. Speaker, 1%
years ago, much of the Nation was
made aware of a law which affects hun-
dreds of thousands of people and has
been broken by countless employers—
the law regarding Social Security earn-
ings for domestic employees, the so-
called nanny tax. :

Excellent choices for publio servioe
could not be made in part because of
nominees' fajlures to fully comply with
this law. Many people have discovered
they have run afoul of this law, which
has not been updated in more than 40
years.

Today, if you use a babysitter or
someone t0 mow your lawn on a regu-
lar basis, you may have an obligation
to pay Social Security taxes for them.
And while it was never the intent of
this law to pay this tax for your 13-
year-old babysitter, the law is very
much needed to protect the men and
women who make their living at do-
mestioc work. -

This law i8 not one that affects only
a few high-profile people. This affects
hundreds of thousands of domestic
workers, their families, and their em-
ployers. When employers fail to pay
this tax, workers who have multiple
employers can find themselves ineli-
gible for benefits even after a lifetime
of work. That is not right. This is abso-
lutely wrong.

Mr. Speaker, 1 want to thank today a
member of the stafl of Ways and
Means, Sandy Wise, for being very
aware of what was happening as we
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were addressing this piece of legisla-
tion in knowing if we passed it in the
Wrong way many people who worked
for multiple employers would lose their
Social Security.

Last year, the Ways and Means Com-
mittee conatdered this issue in budget
reconciliation. At that time, I was con-
cerned that the $1,760 threshold adopt-
ed by both the subcommittee and the
full committee would have caused
300,000 people—40 percent of domestio
workers—to lose eligibility for Social
Security. Those most affected would
have been women with multiple em-
ployers who work only once or twice
each month for each employer. Those
women could conceivably work
fulltime and receive no credit for So-
cial Security.

Last fall, I introduced a bill with
Congresswoman MEEK and Congress-
man HOUGHTON to raise the threshold
to 81,000 per year. The $1,200 threshold
in this bill i3 a good compromise that
reduces the administrative burden on
employera of the occasional babysitter,
or house cleaner while ensuring that
workers receive the benefits they are
due. This action is long overdue, and I
urge my colleagues to support it.

I would like to thank Congress-
woman MEEK and Congressman HOUGH-
TON for their perseverance in working
with me to bring forth good legislation.
I look forward to containing work with
them on this issue. N
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Mr. BUNNING. Mr. Speaker, I yleld 8
minutes to the gentleman from Florida
[(Mr. Goss].

(Mr. GOSS asked and was given per-
mission to revise and extend his re-
marks.) :

~Mr. GOSS. Mr. Speaker, I thank my
distinguished colleague, the gentleman
from the Commonwealth of Kentucky,
for yielding this time to me.

Mr. Speaker, I strongly support H.R. .

4278, and commend the committes for
its hard work. This bill contains sev-
eral important provisions that are long
overdue. The so-called nanny tax be-
came a household topio over the last 15
months, when several high-profile ad-
ministration appointees were disquali-
fled from gervice because they had
failed to comply with the law. Those
cases raised publio awareness that.the
existing law is sorely out of date and in
need of review. Many of my colleagues
offered proposals to update a 1950's pro-
vision in the law to reflect modern day
realities. My bill, HLR. 929, would have
increased the threshold requirement
from the current $50 limit to $300 per
quarter, for an annual earnings total of
$1,200. H.R. 4278 does virtually the
same—making the annual threshold
$1,250. This legislation also limits So-
cial Security benefits for the crimi-
nally insane, a provision that closes a
current inequity in our system that
bars incarcerated felons from receiving
Social Security but allows criminally
insane people living in mental institu-
tions to continue to claim those bene-
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fits. In effect, today we provide Social
Security to the criminally insane while
society is already paying for their
housing and subsistence needs through
mental institutions. Finally, this bill
makes a technical change that will en-
sure continued funding of the gen-
tleman from Social Security disability
insurance fund—at least in the short
term. Many Americans were stunned to
learn recently that this fund is 80
strapped that it is heading for insol-
vency next year. This causes anxiety in
my district. A report last month from
the Social Security trustees delivered
sobering news that SSDI and the other
8ocial Security funds were in far wWOorse
shape and were becoming depleted at a
much faster rate than had been pre~
dicted. As a member of the President's
Bipartisan Commission of Entitlement
Reform, I studied this report with
alarm. Clearly, the current system is
unsustainable. Today's action, al-
though predominantly a 8top-gap
measure, at least buys us time until we
can jimplement fair and effective
changes to ensure the long-term sol-
vency of Social Security. This is some-
thing we owe not only to today's retir-
ees—but their children and grand-
children as well.

Mr. HOUGHTON. Mr. Speaker, | want to
urge my fellow Members to support this logls-
Iaﬂon.ﬂ.ﬂ.dzn.bmlsemmresholdm-
which employers must start paying Social Se-
curity taxes for their domestic employees. The

5B

Werwvebeenmncingabomwspmuemtor
overayear.lt‘sﬁmetomakeacrmgeand
pass this

Mrs. MEEK of Florida. Mr. Speaker, today Is
a happy day for me.

Almost 18 months ago, | introduced legisla-
ﬂonmsinplifyandstreanﬂinethepaymeruot
employment taxes for domestic workers.

Today, after many twists and tums in the
legisiative process, the House is poised to
pass owr bill, H.R. 4278, the Social Security
ActAmndrnentsor1994.Today.wecantake
a great leap forward in insuring faimess and
economic justice for thousands of Americans
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who work hard for low wages but who, by and
large, have been denied the full benefits of
their labor.

This issue has gotten a lot of attention over
the past year because several prominent peo-
ploe—the employers of domestic workers——
failed to pay Soclal Security taxes for their
employees.

Some of these prominent people were de-
nied appointments to powsr govemment posts
as a consequence of their failure. They be-
came objects of sympathy to some because of
what they were forced to give up.

H.R..4278 will make it easier for employers
like these by simplifying and streamlining the
payment of Soclal ‘Security taxes {or domestic
workers and reducing their admlmstrauve bur-
den.

But Mr. Speaker, to me the chief value of
H.R. 4278 is that it will help the employees—
the people who work in other peoples’ homes.
For this bili will insure that they receive the
Social Security coverage to which they are en-
tited by law when they retire or become dis-
abled.

| know well these mostly. nameless and
faceless peopie who clean houses, offer in-
home child care or provide other services in
the home. | was once a domastic worker my-
seif. My mother was a domestic worker. All of
my sisters were domestic workers.

Over the years, | have known many women
who have worked hard for low pay in domestic
jobs. They struggled to support their children
and often managed, through great effort and
self-denial, to save a little so that their children
could have a better future. They are very often
minority women, already among the most vul-
nerable in our society.

Thesearepeoplewhodonotgetmeu
names-in the paper, and until recently, they
have been unrepresented in congress. H.R.
4278 changes ali of that.

H.R. 4278 will provide Social Secumy cov-:

erage for these household workers and will
give them the security and peace of mind that
most workers in this country take for granted.

| strongly urge my colieagues to support this
bill.

Mr. Chaiman, | want to recognize and
thank the chairman of the House Ways and
Means Committee, Representative DANNY
RosTenxowsk!, and the chairman of the Sen-
ate Finance Committes, Senator MOYNIHAN,
for their sensitivity to the plight of domestic
workers and the key roles they have played in
moving this legislations forward. .

| would also like to thank the distinguished
chairman of the subcommittee on Social Secu-
rity, Mr. JACOBS, for his leadership on this
issue, as woll as my friends and colleagues,
Representative BARBARA KENNELLY of Con-
necticuit and Representative AMO HOUGHTON
of New York, who have worked so hard in
keeping this issue on the national agenda and
getung us to where we are today.

Mr. BUNNING. Mr. Speaker, I have
no further requests for time, and I
yleld back the balance of my time.

Mr. JACOBR2. Mr. Speaker, I have no
further requests for time, and I yield
back the balance of my time.

The SPEAKER pro tempore (Mr.
MONTGOMERY). The question is on the
motion offered by the gentleman from
Illinois (Mr. ROSTENKOWSKI] that the
House suspend the rules and pass the
bill. H.R. 4278.

CONGRESSIONAL RECORD —HOUSE

The question was taken.

Mr. JACOBS. Mr. Speaker, on that I
demand the yeas and nays.

The yeas and nays were ordered.

The SPEAKER pro tempore. Pursu-
ant to the provisions of clause 5, rule I,
and the Chair's prior announcement,
further proceedings on this motion will
be postponed.

May 10, 1994
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POSTPONEMENT OF VOTE ON H.R.
4278. SOCIAL SECURITY ACT
AMENDMENTS OF 1994
The SPEAKER pro tempore (Mr,

DEAL). Pursuant to clause 5b) of rule I,

the Chair redesignates the time for fur-

ther proceedings on the motion to sus-
pend the rules and pass H.R. 4278 as

May 12, 1994.

—————————
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question of suspending the rules and
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SOCIAL SECURITY ACT
AMENDMENTS OF. 1994

The SPEAKER pro tempore (Mr.
BoNIOR). The unfinished business is the

passing the bill, H.R. 4278.

H 3305

The Clerk read the title of the bill.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from INlinois [Mr. ROS-
TENKOWSKI] that the House suspend the
rules and pass the bill, H.R. 4278, on
which the yeas and nays are ordered.

The vote was taken by electronic de-
vice. and there were—yeas 420, nays 0,
not voting 12, as follows:

Abercrombie
Ackerman
Allard
Andrews (ME)
Andrews (NJ)
Andrews (TX)
Applegate

Baker (CA)
Baker (L&)
Ballenger
Barca
Barcia
Barlow
Barrett (NE)
Barrett (WD)
Bartlett
Barton
Batemnan
Beiloenson
Bentley |
Bereuter
Berman
Bevill
Bilbray
Bilirakis
Bishop
Bliley
Blute
Boehlert
Boehner
Bonilla
Bonior
Borskt
Boucher
Brewster
Brooks
Browder
Brown (CA)
Brown (FL)
Brown (OH)
Bryant
Bunning
Burton
Buyer
Byrne
Callahan
Calvert
Camp

Canady
Cantwell

Castle

Collins (GA)
Collins (IL)
Collins (MI)
Combest
Condit
Conyers
Cooper
Copperamith
Costello

Cox

Coype
Cramer
Crane

Crapo
Cunningbam

{Roll No. 169)
YEAS—420

Danner
Darden

do la Garza
Deal
DeFazio
Delaaro
Delay
Dellums
Derrick

Gunderson
Hall (OH)
Hall (TX)
Hamburg
Hamilwn

Hansen

Hastings
Hefley

Hefper
Herger
Hilliard
Hinchey .
Hobson
Hochbrueckner
Hoekstra
Hoke

Holden

Hora
Houghton
Hoyer
Huffington
Hughes
Hunter
Hutchinson
Hutto

Hyde

Loglis

Inhofe

Inalee

Istook
Jacobs
Jefferson
Johnson (CT)
Johnson (GA)
Johnson (8D)
Johnson. E. B.
Johnsop. S8am
Johnston

Kingston
Kleczka
Klein
Klink
Kilug
Knollenberg
Kolbe
Kopetski
Kreidler
Kyl
LaFalce
Lambert
Lancaster
Lantos
LaRocco
Laughlin
Lazio
Leach
Lehman
Levin
Levy
Lewis (CA)
Lewts (FL)
Lighesoot
Linder
Lipinaki
Livingston
Liloyd
Long
Lowey
Machtley
Malopey
Mann
Manton
Manzullo
Margolies-
Mezvinsky
Markey
Martipez
Matsui
Mazzolt
McCandless
McCloskey
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McCollum
McCrery
McCurdy
McDade
McDermott
McHale
McHugh
Mclnnts
McKeon
McKinney
McMillan
McNulty
Meehan
Meek
Menendez
Meyers
Mfume
Mica
Michel
Milier (CA)
Mtller (FL)
Mineta
Minge
Mick
Moakley
Molinart
Mollohan
Montgomery
Moorhead

Oxley
Packard
Pallone
Pastor

Paxon

Payne (NJ)
Payne (VA)
Pelosi

Penny
Peterson (FL)
Peterson (MN)
Petri

Pickett
Pickle

Pombo
Pomeroy

Becerra
Blackwell
Flake
Grandy

CONGRESSIONAL RECORD — HOUSE

Poruman Spratt
Poshard Stark
Price (NC) Stearns
Pryce (OH) Stenholm
Quillen Stokes
Quinn 8trickland
Rahall Studds
Ramstad Stump
Rangel Stupak
Ravenel Sundquist
Reed Swett
Regula Swift
Reynolds Synar
Richardson Talent
Roberts. Tanner
Roemer Tauzin
Rogers Taylor (MS)
Rohrabacher Taylor (NC)
Ros-Lehtinen Tejoda
Roee Thomas (CA)
Rostenkowski Thomas (WY)
Roth ‘Thompson
Roukema Thornton
Rowland Thurman
Roybal-Allard Torkildsen
Royce Torres
Rush Torricelll
8abo Towns
Sanders Traficant
Bangmeister Tucker
Santorum Unsoeld
Sarpaliug Upton
Sawyer Valentine
Saxton Velazquez
Schaefer Vento
Schenk Visclosky
Schiff Volkmer
Schroeder Vucanovich
Schumer Walker
Soott Walsh
Sensenbrenner ~ Washington

0 Waters
Shaw Watt

Waxman
Shepherd Weldon
Shuster Wheat
Sisiaky Willtams
Skaggs Wileon
Skeen Wise
Skelton Wolf
Slattery Woolsey
Slaughter Wyden
Smith (1A) Wynn
Smith (MD) Yates
Smith (NJ) Young (AK)
Smith (OR) Young (FL)
Smith (TX) Zelift
Snowe Zimmer
Solomon
Spence ,
NOT VOTING—12
Gutierrez Porter
Hoagland Ridge
Lewis (GA) Sharp |
Parker Whitten
0 1442

So (two-thirds having voted in favor
thereof) the rules were suspended and
the bill was passed.

The result of the vote was announced
as above recorded.

A motion to reconsider was laid on

the table.

May 12, 1994
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SOCIAL SECURITY ACT
AMENDMENTS OF 19%4

Mr, ROSTENKOWSKI. Mr. Speaker, 1
move to suspend the rules and pass the
bill (H.R. 4278) to make improvements
in the old-age, survivors, and disability
insurance program under title II of the
Social Security Act.

The Clerk read as follows:

H.R. 4278
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in
Congress assembled, :

SECTION L. SHORT TITLE.

This Act may be cited as the *Social Becu-
rity Act Amendments of 1994™.

SEC. 2. SIMPLIFICATION OF EMPLOYMENT TAXES

ON DOMESTIC S8ERVICES.

(a) COORDINATION OF COLLECTION OF DOMES-
TiC SERVICE EMPLOYMENT WITH COLLECTION
OF INCOME TAXES.—

(1) IN GENERAL.—Chapter 25 of the Internal
Revenue Code of 1968 (relating to general
provisions relating to employment taxes) i8
amended by adding at the end thereof the
following new section:
~SEC. 3510. COORDINATION OF COLLECTION OF

DOMEST1

C EERVICE EMPLOYMENT
TAXES WITH COLLECTION OF IN-
COME TAXES,

**(a) GENERAL RULE.—Except a8 otherwise
provided in this section—

(1) returns with respect to domestio serv-
ice employment taxes shall be made on & cal-
endar year basis, : :

**(2) any such return for any calendar year
shall be filed on or before the 156th day of the
fourth month following the olose of the em-
ployer's taxable year which begins in such
calendar year, and

*(3) no requirement to make deposits (or
to pay installments under section 6157) shall
apply with respect to such taxes.

**(b) DOMESTIC SERVICE EMPLOYMENT TAXES
SUBJECT TO ESTIMATED TAX PROVISIONS.—

**(1) IN GENERAL.—80lely for purposes of
section 6654, domestic service employment
taxes imposed with respect to any calendar
year shall be treated a8 a tax imposed by
chapter 2 for the taxable year of the em-
ployer which begins in such calendar year.

**(2) ANNUALIZATION.—Under regulations
prescribed by the Secretary, appropriate ad-
justments shall be made in the application of
section 6654(dX2) in respect of the amount
treated as tax under paragraph (1).

**(3) TRANSITIONAL RULE.—For purposes of
gpplying section 6654 to a taxable year begin-
ning in 1994, the amount referred to in clause
(11) of section 6654(d)X1X(B).shall be increased
by 90 percent of the amount treated as tax
under paragraph (1) for such taxable year.

*(¢) DOMESTIC SERVICE EMPLOYMENT
TAXE8.—For purposes of this section, the
term ‘domestic service employment taxes’
means—

*(1) any taxes imposed by chapter 21 or 23
on remuneration paid for domestic service in
a private home of the employer, and

**(2) any amount withheld from such remu-

neration pursuant to an agreement under
section 3402(p).
For purposes of this subsection, the term
‘domestic sorvice in a private home of the
employer* does not include service described
in section 3121(gX5).

CONGRESSIONAL RECORD —HOUSE

*(d) EXCEPTION WHERE EMPLOYER LIABLE
FOR OTHER EMPLOYMENT TAXES.—To the ex-
tent provided in regulations prescribed by
the Secretary, this section sball not apply to
any employer for any calendar yeer if such
employer i8 liable for any tax under this sub-
title with respect to remuneration for serv-
jces other than domestio service in & private
home of the employer.

*(¢) GQENERAL REGULATORY AUTHORITY.—
The Secretary shall prescribe such regula-
tions &8 may be necessary or appropriate to
carry out the purposes of this section. SBuch
regulations may treat domastio service em-
ployment taxes 88 taxes imposed by chapter
1 for purposes of coordinating the assessment
and collection of such employment taxes
with the assessment and collection of domes-
tic emgployers' income taxes.

*(f) AUTHORITY To ENTER INTO AGREE-
MENTS To COLLECT STATE UNEMPLOYMENT
TAXES.—

*(1) IN GENERAL.—The Secretary is hereby
authorized to enter into an agreement with
any State to collect. as the &gent of such
State, such State’s unemployment taxes im-
posed on remuneration paid for domestic
service in & private home of the employer.
Any taxzes to be collected by the Secretary
pursuant to such an agreement shall be
treated as domestic service employment
taxes for purposes of this section.

*(2) TRANGFERS TO STATE ACCOUNT.—ANY
amount collected under an agreement re-
ferred to in paragraph (1) shall be transferred
by the Becretary to the acoount of the State
in the Unemployment Trust Fund.

*(3) BUBTITLE F MADE APPLICABLE.—For
parposes of subtitle F. any amount required
to be ocollected under an agreement under
mnsmph(l)shanbomawduamlm-
posed by chapter 23. )

*(4) STATE.—For purposes of this sub-
section, the term ‘State’ has the meaning
given such term by section 3306(JX1).",

(2) CLEXRICAL AMENDMENT.—The table of
sections for chapter 25 of such Code is
amended by adding at the end thereof the
following: .

»Sec. 3510. Coordination of collection of do-

mestic service employment
taxes with collection of income
taxes,''.

(3) EFFECTIVE DATE—The amendments
made by this subeection shall apply to remu-
neration paid in calendar years beginning
after December 81, 1994,

(4) EXPANDED INFORMATION TO EMPLOY-
ER8.—The Becretary of the Treasury or his
delegate shall prepare and make available
information on the Federal tax obligations
of employers with respect to employees per-
forming domestic service in & private home
of the émployer. Such information shall also
include a statement that such employers
may have obligations with respect to such
employees under State laws relating to un-
employment insurance and workers com-
pensation.

(b) THRESBOLD REQUIREMENT FOR BOCIAL
SECURITY TAXES.—

(1) AMENDMENTS OF INTERNAL REVENUE
CODE.—

(A) Bubparagraph (B) of section 3121(aXT)
of the Internal Revenne Code of 1888 (defin-
ing wages) i8 amended to read as follows:

*(B) cash remuneration pald by an em-
ployer in any calendar year to an employee
for domestic service in & private home of the
employer (within the meaning of subsection
(y)). {f the cash remuneration paid in such
year by the employer to the employee for
scch service 18 less than the applicable dollar
threshold (as defined in Bubsection (y)) for
such year:™.

May 10, 1994

(B) 8ection 3121 of such Code is amended by
adding at the end thereof the following new
subsection:

*(y) DOMESTIC SERVICE IN A PRIVATE
HoME.—For purposes of subsection (a)(7(B)—

*(1) EXCLUBION FOR CERTAIN FARM BSERV-
ICR.—The term ‘domestic service in a private
home of the employer’ does not include serv-
joe described in subsection (gX5).

*(2) APPLICABLE DOLLAR THRESHOLD.—The
term ‘applicable dollar threshold’ means
$1,250. In the case Of calendar years after
1995, the Becretary of Health and Human
Services shall adjust such $1,250 amount at
the same time and in the same manner as
under section 216(a X1)X(BXif) of the Social 8e-
curity Aot with respect to the amounts re-
ferred to in section 21Xa)X1)(BX1) of such
Act, except that, for purposes of this para-
graph, 1993 shall ba eubstituted for the cal-
endar year referred to in section
215(aX1 XB)XUXII) of such Act. If the amount
determined under the preceding sentence 1s
not a multiple of $50, such amount shall be
rounded to the nearest multiple of $50.*.

(C) The second sentence of section 3102(a)
of such Code {8 amended—

(1) by striking ‘calendar quarter' each
place it appears and inserting ‘‘calendar
year™, and

(11) by striking *"$50"° and inserting ‘*‘the
applicable dollar threshold (as defined in seo-
tion 3121(yX2)) for such year*.

(2) AMENDMENT OF BOCIAL S8ECURITY ACT.—
Subparagraph (B) of section 20%a}6) of the
8ocial Becurity Act (42 U.8.C. 40%(a)}6XB)) 18
amended to read as follows:

*(B) Cash remuneration paid by an em-
ployer in any calendar year to an empioyee
for domestic service in a private homs of the
employer, if the cash remuneration paid in
such year by the employer to the employee
for such service is less than the applicable
dollar threshold (as defined in section
8121(yX2) of the Internal Revenue Code of
1968) for such year. As used in this subpara-
graph, the term ‘domestio service in & pri-
vate home of the employer' does not include
service described in section 21(fX5)."".

(3) EFFECTIVE DATE—The amendments
made by this subsection shall apply to remu-
neration paid in calendar years beginning
after December 31, 1964.

(4) RELIEF FROM LIABILITY FOR CERTAIN
UNDERPAYMENT AMOUNTS.—

(A) IN GENERAL.—~On and after the date of
the enactment Of this Act, an underpayment
to which this paragraph applies (and any
penalty, addition to tax, and interest with
respect to such underpayment) shall not be
assessed (or, if assessed, shall not be col-
lected).

(B) UNDERPAYMENTS 70 WHICH PARAGRAPH
APPLIES.—This paragraph shall apply to an
underpayment to the extent of the amount
thereof which would not be an underpayment
1f—

(1) the amendments mads by paragraph (1)
had applied to calendar years 1993 and 1994,

and

(11)(1) the applicable dollar threshold for
calendar year 1993 were $1,150, and

() the applicable dollar threshold for cal-
endar year 1994 were $1,200.

SEC. 3. ALLOCATIONS TO FEDERAL DISABILITY
+ INSURANCE TRUST FUND. -

(8) ALLOCATION WITH RESPECT TO WAGES.—
Section 201(b)(1) of the Social Socurity Act
(42 U.8.C. 401(b)(1)) is amended by striking
*(0) 1.20 per centum' and all that follows
through ‘‘December 31, 1999, and 80 re-
ported,'* and inserting *'(O) 1.20 per centum
of the wages (a8 o defined) paid after De-
cember 31, 1889, and before January 1, 1994,
and so reported, (P)-1.88 per centum of the
wages (as 8o defined) paid after December 31.
1993, and before January 1, 2000, and 80 re-
ported, and (Q) 1.80 per centum of the wages
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AN ACT

To make improvements in the old-age, survivors, and disabil-
ity insurance program under title II of the Social Secu-
rity Act.

1 Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the “Social Security Act

Amendments of 1994”".
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SEC. 2. SIMPLIFICATION OF EMPLOYMENT TAXES ON

DOMESTIC SERVICES.

(a) COORDINATION OF COLLECTION OF DOMESTIC
SERVICE EMPLOYMENT WITH COLLECTION OF INCOME
TAXES.—

(1) IN GENERAL.—Chapter 25 of the Internal
Revenue Code of 1986 (relating to general prowvi- -
sions relating to employment taxes) is amended by
adding at the end thereof the following new section:

“SEC. 3510. COORDINATION OF COLLECTION OF DOMESTIC
SERVICE EMPLOYMENT TAXES WITH COLLEC-
TION OF INCOME TAXES.

‘‘(a) GENERAL RULE.—Except as otherwise provided
in this section— “

“(1) returns with respect to domestic service
employment taxes shall be made on a calendar year
basis,

“(2) any such return for any calendar year
shall be filed on or before the 15th day of the fourth
month following the close of the employer’s taxable
vear which begins in such calendar year, and

“(3) no requirement to make deposits (or to
pay installments under section 6157) shall apply
with respect to such taxes.

“(b) DOMESTIC SERVICE EMPLOYWENT TAXES SUB-

JECT TO ESTIMATED TAX PROVISIONS.—

*HR 4278 PCS
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“(1) IN GENERAL.—Solely for purposes of sec-
tion 6654, domestic service employment taxes im-
posed with respect to any calendar year shall be
treated as a tax imposed by chapter 2 for the tax-
able year of the employer which begins in such cal-
endar year.

“(2) ANNUALIZATION.—Under regulations pre-
seribed by the Secretary, appropriate adjustments
shall be made in the application of section
6654(d)(2') in respect of the amount treated as tax
under paragraph (1).

“(3) TRANSITIONAL RULE.—For purposes of
applying section 6654 to a taxable year beginning in
1994, the amount referred to in clause (ii) of section
6654(d)(1)(B) shall be increased by 90 percent of
the amount treated as tax under paragraph (1) for
such taxable year.

“(¢) DOMESTIC SERVICE EMPLOYMENT TAXES.—

For purposes of this section, the term ‘domestic service

emplovment taxes’ means—

“(1) any taxes imposed by chapter 21 or 23 on
remuneration paid for domestic service in a private

home of the employer, and

*HR 4278 PCS
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“(2) any amount withheld from such remunex;a-
tion pursuant to an agreement under section
3402(p).

For purposes of this subsection, the term ‘domestic service
in a private home of the employer’ does not include service
described in section 3121(g)(5).

“(d) EXCEPTION WHERE EMPLOYER LIABLE FOR
OTHER EMPLOYMENT TAXES.—To the extent provided in
regulations prescribed by the Secretary, this section shall
not apply to ariy employer for any calendar year if such
employer is liable for any tax under this subtitle with re-
spect to remuneration for services other than domestic
service in a private home of the employer.

“(e) GENERAL REGULATORY AUTHORITY.—The Sec-
retary shall prescribe such regulations as may be nec-
essary or appropriate to carry out the purposes of this
section. Such regulations may treat domestic service em-
ployment taxes as taxes imposed by chapter 1 for purposes
of coordinating the assessment and collection of such em-
ployment taxes with the assessment and collection of do-
mestic employers’ income taxes.

“(f) AUTHORITY To ENTER INTO AGREEMENTS ToO
COLLECT STATE UNEMPLOYMENT TAXES.—

“(1) IN GENERAL.—The Secretary is hereby

authorized to enter into an agreement with any

*HR 4278 PCS
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State to collect, as the agent of such State, such

State’s unemplovment taxes imposed on remunera-
tion paid for domestic service in a private home of
the employer. Any taxes to be collected by the Sec-
retary pursuant to such an agreement shall be treat-
ed as domestic service employment taxes for pur-
poses of this section.

“(2) TRANSFERS TO STATE ACCOUNT.—Any
amount collected under an agreement referred to in
paragraph (1) shall be transferred by the Secretary
to the account of the State in the Unemployment
Trust Fund.

““(3) SUBTITLE F MADE APPLICABLE.—For
purposes of subtitle F, any amount required to be
collected under an agreement under paragraph (1)
shall be treated as a tax imposed by chapter 23.

““(4) STATE.—For purposes of this subsection,
the term ‘State’ has the meaning given such term by
section 3306(3)(1).”.

(2) CLERICAL AMENDMENT.—The table of sec-
tions for chapter 25 of such Code is amended by

adding at the end thereof the following:

“See. 3510. Coordination of collection of domestic service employ-
ment taxes with collection of income taxes.”.

(3) EFFECTIVE DATE.—The amendments made

by this subsection shall apply to remuneration paid

*HR 4278 PCS
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in calendar years beginning after December 31,
1994.

(4) EXPANDED INFORMATION TO EMPLOY-
ERS.—The Secretary of the Treasury or his delegate
shall prepare and make available information on the
Federal tax obligations of employers with respect to
employees performing domestic service in a private
home of the employer. Such information shall also
include a statement that such employers may have
obligationé with respect to such employees under
State laws relating to unemployment insurance and
workers compensation.

(b) THRESHOLD REQUIREMENT FOR SOCIAL SECU-

RITY TAXES.—

(1) AMENDMENTS OF INTERNAL REVENUE
CODE.—

(A) Subparagraph (B) of section
3121(a)(7) of the Internal Revenue Code of
1986 (defining wages) is amended to read as
follows:

“(B) cash remuneration paid by an em-
ployver in any calendar year to an employee for
domestic service in a private home of the em-
ployer (within the meaning of subsection (y)), if

the cash remuneration paid in such year by the

*HR 4278 PCS
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employer to the employee for such service is less
than the applicable dollar threshold (as defined
in subsection (y)) for such year;”.

(B) Section 3121 of such Code is amended
by adding at the end thereof the following new
subsection:

“(y) DOMESTIC SERVICE IN A PRIVATE HOME.—For

purposes of subsection (a)(7)(B)—

“(1) EXCLUSION FOR CERTAIN FARM SERV-
ICE.—The term ‘domestic service in a private home
of the employer’ does not include service described
in subsection (g)(5).

“(2) APPLICABLE DOLLAR THRESHOLD.—The
term ‘applicable dollar threshold’ means $1,250. In
the case of calendar years after 1995, the Secretary
of Health and Human Services shall adjust such
$1,250 amount at the same time and in the same
manner as under section 215(a)(1)(B)(11) of the So-
cial Security Act with respect to the amounts re-
ferred to in section 215(a)(1)(B)(1) of such Act, ex-
cept that, for purposes of this paragraph, 1993 shall

be substituted for the calendar vear referred to in

- section 215(a)(1)(B)(ii)(II) of such Act. If the

amount determined under the preceding sentence is

*HR 4278 PCS
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not a multiple of $50, such amount shall be rounded
to the nearest multiple of $50.”.
(C) The second sentence of section 3102(a)
of such Code is amended—

(1) by striking ‘“calendar quarter”
each place it appears and inserting “cal-
endar yvear’’, and

(i1) by striking “$50” and inserting
“the applicable dollar threshold (as defined
in section 3121(y)(2)) for such y;:ar”.

(2) AMENDMENT OF SOCIAL SECURITY ACT.—
Subparagraph (B) of section 209(a)(6) of the Social
Security Act (42 U.S.C. 409(a)(6)(B)) is amended
to read as follows:

“(B) Cash remuneration paid by an employer in
any calendar year to an employee for domestic serv-
ice in a private home of the emplover, if the cash re-
muneration paid in such year by the employer to the
employee for such service is less than the applicable
dollar threshold (as defined in section 3121(y)(2) of
the Internal Revenue Code of 1986) for such year.
As used in this subparagraph, the term ‘domestic
service in a private home of the employer’ _does not

include service described in section 210(f)(5).”.
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9
(3) EFFECTIVE DATE.—The amendments made
by this subsection shall apply to remuneration paid
in calendar years beginning after December 31,
1994.
(4) RELIEF FROM LIABILITY FOR CERTAIN
UNDERPAYMENT AMOUNTS.— |
(A) IN GENERAL.—On and after the date
of the enactment of this Act, an underpayment
to which this paragraph applies (and any pen-
glty, addition to tax, and interest with respect
to such underpayment) shall not be assessed
(or, if assessed, shall not be collected).
(B) UNDERPAYMENTS TO WHICH PARA-
GRAPH APPLIES.—This paragraph shall apply
to an underpayment to the extent of the
amount thereof which would not be an
underpayment if—
(i) the amendments made by para-
graph (1) had applied to calendar years
1993 and 1994, and
(ii)(I) the applicable dollar threshold
for calendar yvear 1993 were $1,150, and
(IT) the applicable dollar threshold for
calendar vear 1994 were $1,200.
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SEC. 3. ALLOCATIONS TO FEDERAL DISABILITY INSURANCE

TRUST FUND.

(a) ALLOCATION WITH RESPECT TO WAGES.—Sec-
tion 201(b)(1) of the Social Security Act (42 U.S.C.
401(b)(1)) is amended by striking “‘(0) 1.20 per centum”
and all that follows through “December 31, 1999, and so
reported,” and inserting “(0) 1.20 per centum of the
wages (as so defined) paid after December 31, 1989, and
before January 1, 1994, and so reported, (P) 1.88 per
centum of the wages (as so defined) paid after December
31, 1993, and before January 1, 2000, and so reported,
and (Q) 1.80 per centum of the wages (as so defined) paid
after December 31, 1999, and so reported,”’.

(b) ALLOCATION WITH RESPECT TO SELF-EMPLOY-
MENT INCOME.—Section 201(b)(2) of such Act (42 U.S.C.
401(b)(2)) is amended striking “(0) 1.20 per centum”
and all that follows through “December 31, 1999,” and
inserting ‘‘(0) 1.20 per centum of the amount of self-em-
ployment income (as so defined) so reported for any tax-
able year beginning after December 31, 1989, and before
January 1, 1994, (P) 1.88 per centum of the amount of
self-employment income (as so defined) so reported for
any taxai)le year beginning after December 31, 1993, and
before January 1, 2000, and (Q) 1.80 per centum of the

amount of self-employment income (as so defined) so re-
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11
ported for any taxable vear beginning after December 31,
1999,”.

(¢) EFFECTIVE DATE.—The amendments made by
this section shall apply with respect to wages paid after
December 31, 1993, and self-employment income for tax-
able years beginning after such date.

(d) STUDY ON RISING COSTS OF DISABILITY BENE-
FITS.—

(1) IN GENERAL.—ASs soon as practicable after
the date of the enactment of this Act, the Secretary
of Health and Human Services shall conduct a com-
prehensive study of the reasons for rising costs pay-
able from the Federal Disability Insurance Trust
Fund.

(2) MATTERS TO BE INCLUDED IN STUDY.—In
conducting the study under this subsection, the Sec-
retary shall—

(A) determine the relative importance of
the following factors in increasing the costs
pavable from the Trust Fund:

(i) increased numbers of applications
for benefits;
(ii) higher rates of benefit allowances;

and
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1 (iii) decreased rates of benefit termi-
2 nations; and

3 (B) identify, to the extent possible, under-
4 lying social, economic, demographic, pro-
5 grammatic, and other trends responsible for
6 changes in disability benefit applications, allow-
7 ances, and terminations.

8 (3) REPORT.—Not later than December 31,
9 1995, the Secretary shall transmit a report to the
10 Committeé on Ways and Means of the House of
11 Representatives and the Committee on Finance of
12 the Senate setting forth the results of the study con-
13 ducted under this subsection, together with any rec-
14 ommendations for legislative changes which the
15 Secretary determines appropriate.

16 SEC. 4. NONPAYMENT OF BENEFITS TO INCARCERATED IN-

17 DIVIDUALS AND INDIVIDUALS CONFINED IN
18 CRIMINAL CASES PURSUANT TO CONVICTION
19 OR BY COURT ORDER BASED ON FINDINGS
20 OF INSANITY.

21 (a) IN GENERAL.—Section 202(x) of the Social Secu-

22 rity Act (42 U.S.C. 402(x)) is amended—

23 - (1) in the heading, by inserting “and Certain
24 Other Inmates of Publicly Funded Institutions”
25 after ‘“Prisoners’’; - |
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(2) in paragraph (1) by striking *“‘during which
such individual’”’ and inserting ‘“during which such
individual—"’, and by striking “is confined” and all
that follows and inserting the following:

“(A) is confined in a jail, prison, or other penal
institution or correctional facility pursuant to his
conviction of an offense punishable by imprisonment
for more than 1 year (regardless of the actual sen-
tence imposed), or

“(B) is confined by court order in an institution
at public expense in connection with—

“(i) a verdicet that the individual is guilty
_but insane, with respect to an offense punish-
able by imprisonment for more than 1 year,

“(i1) a verdict that the individual is not
guilty of such an offense by reason of insanity,

“(iii) a finding that such individual is in-
competent to stand trial under an allegation of
such an offense, or

“(iv) a similar verdict or finding with re-
spect to such an offense based on similar fac-
tors (such as a mental disease, a mental defect,
or mental incompetence),

and, for purposes of this subparagraph, an individ-

ual so confined shall be treated as remaining so con-
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fined until he or she is unconditionally released from

the care and supervision of such institution and such

institution ceases to meet the individual’s basic liv-

ing needs.”; and

(3) in paragraph (3), by striking “any individ-
ual” and all that follows and inserting “any individ-
ual who is confined as deseribed in paragraph (1) if
the confinement is under the jurisdiction of such
agency and the Secretary requires such information
to carry out the provisions of this section.”..

(b) CONFORMING AMENDMENTS.—

(1) Section 226 of such Act (42 U.S.C. 426) is
amended by adding at the end the following new
subsection:

“(i) The requirements of subsections (a)(2) and
(b)(2) shall not be treated as met with respect to any indi-
vidual for any month if a monthly benefit to which such
individual is entitled under section 202 or 223 for such
month is not payable under section 202(x).”.

(2) Section 226A of such Act (42 U.S.C. 426-
1) is amended by adding at the end the following
new subsection:

“(d) The requirements of subsection (a)(1) shall not
be treated as met with respect to any individual for any

month if a monthly benefit to which such individual is en-
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titled under section 202 or 223 for such month is not pay-
able under section 202(x).”.

(c) EFFECTIVE DATE.—The amendments made by
this section shall apply with respect to benefits for months
commencing after 90 days after the date of the enactment
of this Act and with respect to items and services provided
after such 90-day period.

Passed the House of Representatives May 12, 1994.

Attest: DONNALD K. ANDERSON,
Clerk.
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CONGRESSIONAL RECORD— HOUSE

APPOINTMENT OF CONFEREES ON
H.R. 427C. SOCIAL SECURITY ACT
AMENDMENTS OF 1994 ’

Mr. JACOBS. Mr. Speaker. 1 ask
unanimous consent to take from the

‘Speaker’'s table the bill' (H.R. 4278) to

make improvements in the Old-Age.
Survivors. and Disability Insurance
Program under title II of the Social Se-
curity Act. with a Senate amendment
thereto, disagree to the Senate amend-
ment. and agree to the conference
asked by the Senate.

0 1550

The SPEAKEPR pro tempore .(Mr.
CLEMENT). Is there cbjection to the re-
quest of the gentleman from Indiana?
The Chair hears none, and. without ob-
jection. appoints the foliowing con-
ferees: Messrs. GIBEONS, ROSTENKOWSKI,
PICKLE. JAcOBs., FORD of Tennessee.
ARCHER, BUNNING, and SANTORUM.

There was no objection.

———— R ——

June 21, 1994
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CONGRESSIONAL RECORD — SENATE

By Mr. MOYNIHAN (for himself.
Mr. DOLE, Mr. BOREN. Mr. WAL-
1or, Mr. GRASSLE?Y. and Mr.
CHAFEE):

S. 1231. A biil to provide for sim-
plificd collection of employment taxes
on domestic services, and for other pur-
poses; to the Committee on Finance.

SOCIAL SECURITY DOMESTIC EMPLOYMENT
REFORM ACT OF 181

Mr. MOYNIHAN. Mr. President, I rise
today to intrcduce the Soclal Security
Domestic Employment Reform Act of
1993, It {8 the aim of this bill to eim-
plify the requiroments regarding the
payment cf Social Security taxes for
domestic emplcyees, and to Improve
Social Security coverage for such
workers. .

Specifically, the purpose of the bill 18
threefold. First, it would update and
increase the wage threshold used since
the Eisenhower administration to de-
termine whether an employer must pay
Social Security taxes on wages paid to
domestic employees. Second, it would
‘replace the cwrrent requirements for
quarterly filing of such taxes with a
gimplified annual reporting procedure,
through the IRS form 1040, in order to
improve public awareness of the re-
quirements and compliance with them.
Finally, this legrislation would exempt
from Social Security taxes the wages
pald to domestic workers under the age
of 18.

Mr. President. as recent events have
shown, these changes are long overdue.
It appears that many people are un-
aware of their responsibility to pay So-
cial Security taxes for domestic em-
ployees. This fact has been highlighted
by problems in this area for some
ncminees for high Government office
in the present administration.

Currently, an employer 18 required to
pay Social Security taxes if he or she
pays a domestic emrpioyee $50 or more
in a calendar quarter. When .this
threshold was adcpted, an employer
paying the minirnum wage could easily
employ a housekeeper each week with-
out reporting these wages. Today. ¢ is
possible to exceed the $50 test by occa-
sionally hiring a neighborhcod teen-
ager to babysit or to mow tte lawn. As
a result, many citizens find themselves
liable for reports and tax payments oa
the small suns paid for occasional do-
mestic services. :

The $50 per quarter threshcld for do-
mestic employees was adopted in 1954.
At that time, $30 in wages was needed
under tce Social Security Act to be
credited with a quarter of coveragze. A
Gguarter of coverage is, in a sense, the
unit of measure used to determine eli-
gihility for Soclal Security benefits.
For example, 40 quarters of coverage 18
gererally what is required now to qual-
ify for retirement benefity. This year a
worker must earn $590 to te credited
with a guarter of coverage. ard can
earn a maximum of four in a yecar. This
amount is indexed to rise with average
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wages. In 1354. the requirement or a
quarter of coverage and the coverage
test for domeetic employees were the
same. My pronoeal would restore this
histcric relationship.

Under this proposal, the threshold in
1994 would be an estimated $610. de-
pending on the irdexed increase in the
amount required for a guarter cf cov-
erare. This test 18 significantly lower
than cother proposals that are under
consideration. yet it 18 higher than the
$300 test that was included in H.R. 11,
the revenue bill of 1992, which was ve-
toed last November. I bslieve that a
3610 coverage test strikes a reasonable
balance between tke desire to provide
Social Security coverage to domestic
employees, while at the same time re-
lieving private citizens of the burden of
reporting the small sums paid for occa-
sional domestic services.

In addition, this bill would simplify
reporting by eliminating the current
requirement that employers make
quarterly reports of wages pald to do-
mestic employees end quarterly tax
payments. Instead, employers would
report the wages of domestic employ-
ees only once each year, when they file
their personal income tax returns. Use
of the 1040 for this purpose should im-
prove public awareness of the rules in
this area, increase the number of em-
ployers who comply with these require-
ments, and provide increased Social
Security coverage for domestic work-
ers. Currently, the Internal Revenue
Service estimates that only 25 percent
of the employers who are required to
do 8o actually report the wagea they
have paid to their domestic employees.

Finally, this legislation would r2>-
lieve employers entirely of the respon-
sibility of reporting wages paid to teen-
agers under age 18 for any domestic
services they perform, such &s baby-
sitting and lawn care. ’

Mr. President, 1t is Important that
those workers who perform domestic
services get the Social Security cov-
erage they deserve. It is also important
that we make employers aware of their
legal obligations in this regari. For the

.information of Senators, the Finance

Committee will be holding hearings on
this issue in the near future.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

Therz being no cbiection, the blil was
ordered to be printed in the RECORD, &3
follows; '

€121

Be it enacied Ly the Scnate ard House of Rep-
resentetives of the Uniied States of Aruaica in
Cornqress assemtled.

SZCTION 1. SHOST TITLE
i8 Act may be cited a3 the “Social Secu- |
rity Demestic Employment Raform Act of
1052°.
SEC. 2 SIMPLIFICATION OF EMPLOYMENT TAXES
Ox DOMESTIC SERVICES.

(a) THRESHOLD REQUIREMENT FOR SCCIAL
SECURITY TAXES.—

(1) AMENDMEXTS
CODE,—

(A) CINERAL RULE.—Subparagraph (B) of
section 3121(ad7) of the Ilaoternal Revenue

OF INTERNAL REVENUE
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Code of 1966 (dsflning wages) s amended to
read as follows:

“(B) cash remuneration paid by apm em-
ployer in any calendar year to an employee
for domestic service in a private home of the
employer (other than service described ip
subsection (g)5)), !f the cash remuneraticn
patd in such year by the employer to the em-
ployee for such service is less than the appli-
cable dollar threshold (as defined in sub-
section (y)) for such year:".

(B) APPLICABLE DOLLAR THRESHOLD.—Secc-
tion 3121 of such Code is amended by adding
at tze end thereof the following new sub-
section: .

"(¥) APPLICAZLE DOLLAR THRESHOLD.—Ior
purposes of suhsectton (a)(7XB), the term ‘ap-
plicadle dollar threshold' means the amount
required for a quarter of coverage as deter-
mined under sectton 213(d)(2) of the Soctal
Security Act for calendar year 19%4. In the
case of calendar years after 19%4. the Sec-
retary of Health and Human Services shall
adjust such amount at the same time and in
the same manner as the amount under sec-
tion 21Xd)2) of the Soctal Security Act. ex-
cept that such adjustment shall not take ef-
fect in any year tn which the otherwiss ad-
Justed amount does not exceed the amount
in effect under this subsectton for the pre-
ceding calendar year by at least $50." .

(C) E¥PLOYMEMT OF DOMESTIC EMPLOYEES
UNDER AGE 18 EXCLUDED FROM COVERAGE.—
Section 3121(b) of such Code (defintng em-;
Fioyment) 1S amended—
léi) by siriking ‘‘or** at the end of paragraph
(1%),

(11) by striking the period 2t the end of
paragraph (20) and tnserting *; or", and

(111) by edding at the end the following new
paragraph: ‘

**(21) domestic service in & private home of
the emgloyer performed in any vear by an
indtvidual urder the age of 18§ during any
portion of such year."

(D) CONFORMING AMENDMENTS.—The second
seatence of section 3102(a) of such Code is
amended—

(1) by striking ‘‘calendar quarter” each
place it appears and inserting ‘‘calendar
year™, and

(1) by striking *'$50" and inserting ‘“‘the
applicable dollar threshold (as defined tn sec-
tton 3121(y)) for such year".

(2) AV.ENDMENT OF SOCIAL SECURITY ACT.—

(A) GENERAL RULE.—Subparagraph (B) of
secticd 20%aN6) of the Soctal Sacurity Act
(32 U.S.C. 40%(a)(6)(B)) !s amended to read as
{cllows:

“(B) Cash remuneration pald hy an em-
ployer in any calendar year to an employee
for domestic service in a private home of the
employer (other than service described in
section 2IXX(5)), if the cash remuneration
patd in such yeas by the employer to the em-
ployee for guch service is less than the appll-
cable dollar thrashnld (as defined in section
3121{y) of the Internal Revenue Code of 1936)
for such year;". .

(B) EMPLOYMENT OF DDMESTIC EMPLOYEES
UNDER AGE 18 EXCLUDED FROM COVERAGE.—
Section 21a) of such Ast (42 U.S.C. 410(a)) is
aemended—
léi) by striiiag “or' at the end of paragraph
{19).

(i) by strikiag the period at the end of
paracTaph (20) and inserting **; or", aad

(1!1) by adding at the epnd the following new
paragraph:

**(21) domestic service in a private home of
the empioyer performed 1o any year by an
individual nzder the age of 1g during arny
portion cf guch year."

(3) EFFECTIVE DATE.—The amendments
made by this gubsection shall aprly to remu-
neration pa:d In calendar years beginning
after December 31. 1993.

CONGRESSIONAL RECORD — SENATE

(b) COORDINATION OF COLLECTION OF DOMES-
TIC SERVICE EMPLOYMENT WITH COLLECTION
OF INCOME TAXES.—

(1) IN gENZRAL.—~Chapter 25 of the lnternal
Revenue Code of 1986 (rclating to genoral
provistons relating to employment taxes) is
amended by adding at the end thereof the
following new section:

“SEC. 33510. COORDINATION OF COLLECTION OF
DOMESTIC SERVICE EMPLOYMENT
TAXES WITH COLLECTION OF IN.
COME TAXES.

*(a) GENERAL RULE.—Except as otherwise
provided 1o this section—

**(1) returas with respect to domestic serv-
ice employment taxes shall be made on a cal-
endar year basts,

*"(2) any such return for any calendar year
shall be filed on or before the 15th day of the
4th month following the close of the employ-
er's taxahle year which begtas tn such cal-
endar year. and

*(3) Do requirement to make deposits (or
to pay fostallments under section 6157) shall
apply with raspect to such taxes.

**(b) DOMEZSTIC SERVICE EMPLOYMENT TAXES
SUBJECT TO ESTIMATED TAX PROVISIONS.—

*(1) IN GENERAL.—Solely for purposes of
section 6651. domestic service employment
taxes tmposed with respect to any calendar
year shall be treated as a tax imrposed hy
chapter 2 fcr the taxable year of the em.
ployer which begins tn such calendar year.

**(2) SPECIAL RULE WHERE TAXES ARE PAID
ON OR BEFORE APRIL 15.—If, on or before the
date described {n subsection (a)2) or. if ear-
ler, the date the return is filed. the em-
ployer pays in full the domestic service em-
ployment taxes computed on such return as
payable for any calendar year, then no addi-
tion to tax thall be imposed under section
6854(a) with respect to any underpayment of
any required installment of such taxes for
the taxable year beginning in such calendar
year.

*“(3) ANNUALIZATION.—Under regulattons
prescribed by the Secretary, appropriate ad-
Justments shall be made in the application of
section 6654(d)2; tn respect of the amount
treatad as tax uader paragraph (1).

() TRANSITIONAL RULE.—For purposes of
applying section 6651 to a taxahle year begin-
ning ia 19%4. the amount referred to tn clause
(11) of sectton 665i(d)1)B) shall be tncreased
by S0 percent of the amousnt treated as tax
under paragraph (1) for such preceding tax-
ahle year.

“(c) DOMESTIC SERVICE EMPLOYMENT
Taxes.—For purpcses of this section. the
term ‘domestic service employment taxes'
means—

**(1) any taxes tmposed by chapter 21 or 23
on remuneration patd for domestic service in
a private home of the employer, and

*(2) cay amount withheld from such remu-

Deratiol pursuart to an agreement under
secutoz 3402(p).
For purposes of this subsection. the term
‘domestic service in a private home of the
employer' does not tnclude service described
in section 3121(gX5).

*(d) EXCEPTION WHERE EMPLOYER LIABLE
FOR OTHZR EMPLOYMENT TAXES.—To the ex-
tent provided in regulations prescribed by
ths Secretary, this section shall not apply to
any emplojer for ary calendar year if such
employer is liable for any tax under this sub-
title with recpect to remuneration fcr serv-
tces other than domestic service tn a private
bome of the emplover.

*(6) GENERAL REGULATORY AUTHORITY.—
Toe Secratary snall prescribe such regula-
t1ozs a3 may be recessary or appropriate to
carry out the purposos of this sectton. Such
reguiaiions may treat domestic service em-
ployment taxes as taxes tmposed by chapter
1 for purposes of coordinating the assessment
and collsction of such employment taxes
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with the assessment and collection of domes-
tic employers' tncome taxes. )

() AUTHORITY TO ENTER INTO AGREE-
MENTS TO COLLEST STATE UNEMPLOYMENT
TAXES.—

(1) IN OENERAL.—The Secretary s bereby
authorized to enter into an agreement with
any State to collect, as the agent of such
State. such Stats's unemployment tazes im-
posed on ramuneration paid for domestic
service in a private home of the employer.
ADY taxes to be collected by the Secretary
pursuant to such-an agreement shall be
treated as domegtic service employment
taxec for purposes,of this section.

*'(2) TRANSFERS TO STATE ACCOUNT.—Any
amount coilected under an agreement re-
ferred to in paragraph (1) shall be transferred
by the Secretary to the account of the State
in the Unemployment Trust Fund.

*(3) SUBTITLE F MADE APPLICABLE.—For
purposes of subtitle F, any amount required
to be collected under an agreement under
paragraph (1) shall be treated as & tax im-
posed by chapter 23.

*(4) STATE.—For purposes of this sub-
section. the term ‘State' bas the meaning
gtven such term by saction 2306(})(1)."

(2) CLERICAL AMENDMENT.—The table of
sections for chapter 25 of such Code fis
amended by adding at the end thereof the
following:

“Sec. 3510. Coordtnation of collection of do-

mestic  service employment
taxes with collection of tncome
taxes.”

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to remu-
peration paid in calendar years beginning
after December 31, 1993. -

(4) EXPANDED INFORMATION TO EMPLOY-
ERS.—The Secretary of the Treasury or his
delegate shall prepare and make avatlable
information on the Federal tax ohligations
of employers with respect to employees per-
forming domestic service in a private home
of the employer. Such tnformation shall also
include a statement that such employers
may bave obligations with respsct to such
employees under State laws relating to un-
employment {nsurance and workers com-
pensation. -
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2d Session SENATE 103-252

SOCIAL SECURITY DOMESTIC EMPLOYMENT REFORM ACT
OF 1994

APRIL 19 (legislative day, APRIL 11), 1994.—Ordered to be printed

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

REPORT

[To accompany S.1231)

The Committee on Finance, to which was referred the bill (S.
1231), a bill to provide for simplified collection of employment taxes
on domestic employment, and for other purposes, having considered
the same, reports favorably thereon, with amendment, and rec-
ommends that the bill do pass.

I. PURPOSE AND SCOPE

The Committee bill improves Social Security coverage for domes-
tic workers and simplifies payment of taxes on their behalf by: up-
dating and increasing the wage threshold used since 1951 to deter-
mine whether the employer must pay Social Security taxes on
wages paid to domestic employees; replacing the current require-
ments for quarterly filing of such taxes with a simplified annual re-
porting procedure, through the IRS form 1040; and exempting from
Social Security taxes the wages paid to domestic workers under the
age of 18. Finally, the bill includes three provisions aimed at im-
proving the integrity of the Social Security and Supplemental Secu-
rity Income programs.

II. BACKGROUND ON COVERAGE OF DOMESTIC EMPLOYEES

Social Security coverage was not extended to domestic employees
when the Congress enacted the Social Security Act in 1935. The
first Social Security Advisory Council, which was convened in 1938,
recommended that coverage be extended to many of the major
groups of uncovered workers, including domestic workers. However,
the Social Security Amendments of 1939 did not extend coverage
to domestic employees. Both the Committee on Ways and Means
and the Committee on Finance expressed reservations in their re-
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spective reports that it “would be unwise” to extend coverage to
these workers at that time.

Domestic workers were first covered by the Social Security
Amendments of 1950, which were effective beginning in 1951. This
legislation provided that domestic workers would be covered only
if they earned at least $50 in a quarter and were regularly em-
ployed, which was defined as working for an employer for some
portion of each of at least 24 days in a quarter. In its report, the
Committee on Finance noted that employees in domestic service,
“whose need for the protection of social insurance is very great,”
would generally be covered if they were “regular” worders, hired on
a weekly or monthly basis, while casual or intermittent workers
would be excluded. The $50 limit was chosen because it was simi-
lar to the one that applied to home workers (people who work in
their own home) and because it was the amount workers then
needed to earn to receive a “quarter of coverage.” A quarter of cov-
erage is the unit of measure used to determine eligibility for Social
Security benefits.

In 1954, the Congress removed the 24-day rule, leaving just the
$50-per-quarter test. In the Social Security Amendments of 1977,
the Congress changed the rules regarding the amount of earnings
required for a quarter of coverage, replacing the $50-per-quarter
rule with one that, beginning n 1978, granted one quarter of cov-
erage for each $250 of annual earnings, up to a limit of four in any
year. The 1977 Amendments also provided that the amount re-
quired for a quarter of coverage would increase with the growth of
average wages in the National economy, so that, in 1994, that
amount had risen to $620, and is projected to be $630 in 1995.
However, the 1977 Amendments made no change in the $50-per-
quarter coverage threshold for domestic workers.

In response to concerns over low compliance with reporting re-
quirements—estimates indicate that fewer than one in four em-
ployers of domestic workers report wages paid to these employees—
the Committee on Finance included a provision in H.R. 11, the
Revenue Act of 1992, to increase the coverage threshold for domes-
tic employees to $300 per year and to require individuals who hire
household employees to report any Seocial Security or Federal un-
employment tax obligation on his or her income tax return for the
year. However, the provision was not enacted because the bill was
vetoed by the President. In 1993, the House-passed Omnibus Budg-
et Reconciliation Act of 1993 (H.R. 2264) included a similar provi-
sion. However, it was dropped in conference because of procedural
rules against consideration of Social Security measures on rec-
onciliation legislation.

S %13July 21, 1993, the Committee on Finance held a hearing on

. 1.

Representative Carrie Meek, of Florida, speaking in support of
the coverage threshold proposed in S. 1231, stated:

We need to encourage better compliance with the law, not
provide tax relief for employers. Too much lip service is paid
to the needs of the working poor and there is not enough action
on their behalf. A worker in this system who works day work
and often gets paid to clean houses every 2 weeks for several
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employers, would have a very hard time reaching a very high
[coverage] threshold.

Mr. Randolf H. Hardock, speaking on behali of the Department
of the Treasury, testified that the simplification of the procedures
used to report wages paid to domestic employees that were in-
cluded in S. 1231 woulg help increase compliance with the report-
ing requirements. Mr. Hardock commented with respect to S. 1231:

In the aggregate, this change would eliminate the need for
an estimated 1.4 million quarterly Forms 942 that are filed
each year by household employers. It would also potentially re-
duce the number of filings of State unemployment forms.

In addition to the simplification of reporting and payment of
employment taxes that would be achieved by the bill, the De-
partment also believes that these changes could have positive
compliance effects. Including these amounts on annual income
tax returns will increase household employers’ awareness of
their employment tax obligations and remove comFIiance bar-
riers by eliminating the complications of quarterly reporting
and payment.

Mr. Robert J. Myers, former Chief Actuary of the Social Security
Administration, testified that the result of enacting S. 1231 “would
be to provide reasonable Social Security protection for this category
of workers, while at the same time greatly reducing the adminis-
trative burden on the employer involved.” He also said that, as a
result of this bill, “Coverage compliance would be greatly im-
proved.”

Representatives for the National Council of Senior Citizens, the
Older Women’s League, and the National Women’s Law Center
also testified in favor of S. 1231.

III. EXPLANATION OF PROVISIONS
Section 2—Simplification of employment taxes on domestic services

Present law

Individuals who hire domestic employees, such as babysitters,
housekeepers, and yard workers, are required to withhold and pay
employment taxes when the worker’s wages equal or exceed certain
thresholds. (Individuals who hire independent contractors to pro-
vide domestic services are excluded from these requirements.) For
Social Security, the wage threshold is reached, generally, when an
employer pays $50 or more per quarter to a domestic employee.
However, wages paid to domestic employees hired by farm opera-
tors are subject to the thresholds that are used for determining
coverage for agricultural employees. For these employees, the wage
threshold is reached if either (1) the farm operator’s total farm pay-
roll for a year is $2,500 or more or (2) the wages paid to an em-
ployee in a year are $150 or more. (This latter test applies only if
the farm operator’s total payroll for a year is less than $2,500.) For
Federal unemployment insurance, the threshold is reached when
an employer pays $1,000 or more in a calendar quarter to one or
more individuals employed as domestics.

When the $50 threshold is reached, the employer must file a
quarterly report (form 942) with the Internal Revenue Service, sub-
mitting with it the required Social Security tax for both the em-
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ployer and the employee. (The employer may pay the employee’s
share of the Social Security tax in lieu of withholding it from the
employee’s wages.) The employer must also provide the employee
and the Social Security Administration with a Wage and Tax State-
ment (form W-2) at the end of the year. When the $1,000 FUTA
threshold is reached in any calendar quarter, the employer must
file a report (form 940) with the IRS at the end of the year. Em-
ployers who owe more than $100 in FUTA tax at the end of a cal-
endar quarter must deposit the amount due by the end of the fol-
lowing month.

In addition, employers of domestic workers must file and pay
State unemployment insurance tax in each quarter in which the
State unemployment insurance wage threshold (equal to the $1,000
FUTA Federal threshold in 45 States) is reached.

Committee provision

The Committee provision:

Raises the threshold for withholding and paying Social Security
taxes on domestic workers, including those employed by farm oper-
ators, to an annual threshold equal to the amount required for one
Social Security quarter of coverage ($620 in 1994, estimated to be
$630 in 1995), indexed in future years to increases in average
wages;

Exempts from Social Security taxes any wages paid to a worker
for domestic services performed in any year during which the work-
er is under age 18;

Eliminates the requirement for quarterly reporting of wages paid
to domestic workers; allows employers of domestic workers to re-
port on a calendar-year basis any Social Security obligations for
wages paid to these workers; and authorizes the Secretary of the
Treasury to revise Federal form 1040 to enable such employers to
report both Social Security and Federal unemployment taxes on
their annual Federal income tax returns;

Exempts wages paid to domestic employees from estimated tax
Payment requirements, thereby enabling employers of domestics to
Pay the applicable payroll taxes in a single payment at the same
time that they file their annual income tax returns without pay-
ment of penalties and interest;

Authorizes the Secretary of the Treasury to enter into agree-
ments with States to collect State unemployment taxes in the man-
ner described above; and

Requires the Secretary of the Treasury to provide to employers
of employees performing domestic services a comprehensive pack-
age of informational materials, including all requirements of Fed-
eral law and a notification that they may also be subject to State
unemployment insurance and workers compensation laws.

The Committee notes that the Social Security Act includes a
number of other coverage thresholds that are not automatically in-
creased and that have remained unchanged for many years. The
Committee believes that the Secretary of Health and Human Serv-
ices, jointly with the Secretary of the Treasury, should study the
effect of these thresholds on both compliance with reporting re-
quirements and Social Security coverage for workers, and report
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their findings to the Committee, along with any recommendations
for change.

Effective date

The provision applies to remuneration paid and, with respect to
domestic employees under age 18, services performed in calendar
years beginning after December 31, 1994.

Section 3—Additional debt collection procedures

Present law

Under current law, certain debt collection procedures are avail-
able for use by most Federal agencies. Included in the law are pro-
visions enabling Federal agencies to recover debts owed to them by
offsetting other Federal payments to which the debtor may be enti-
tled (called “administrative offset”); to report delinquent debtors to
credit reporting agencies; and to contract with private debt collec-
tion agencies to recover delinquent debt. However, under current
law, the Social Security Administration (SSA) is prohibited from
using these three debt collection procedures.

Committee provision

As recommended by the National Performance Review (the Gore
Report), SSA is authorized to use certain procedures that are avail-
able to other Federal agencies, including use -of administrative off-
set, reporting delinquent debtors to credit reporting agencies, and
contracting with private debt collection agencies.

These procedures will be available for use only for the purpose
of recovering delinquent debt owed by former Old-Age, Survivors
and Disability Insurance beneficiaries who were paid benefits not
due, and would be used only after SSA’s current debt collection pro-
cedures are unsuccessful in recovering the past-due debts. The pro-
visions will not apply to debts owed by former Social Security child-
hood beneficiaries who were overpaid while they were under age 18
and while receiving benefits through a parent or other representa-
tive payee. The Committee provision does not affect a beneficiary’s
right to appeal a decision concerning an overpayment or to request
waiver of the overpaid amount.

The Committee bill directs the Secretary of Health and Human
Services to issue regulations defining unrecoverable debt. It is the
Committee’s view that it would be inappropriate for these regula-
tions to provide for reference to the referral of debts to credit bu-
reaus or debt collection agencies in the initial overpayment notice
sent to a Social Security beneficiary.

Effective date

This provision is effective with respect to debt collection activities
undertaken by SSA on or after enactment and through September
30, 1999.
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Section 4—Prohibition on payment of benefits to certain individuals
confined by court order to public institutions

Present law

Generally, Social Security benefits may not be paid to any indi-
vidual who is confined in a penal institution pursuant to a felony
conviction. Under this provision, benefits to other family members
continue to be paid. However, there is no provision that restricts
payment of Social Security benefits to individuals confined to pub-
lic institutions pursuant to verdicts related to felony offenses for
which the individual was found to be not guilty by reason of insan- -
ity.

Committee provision

Payment of any Social Security benefit payable under title II of
the Social Security Act will be suspended for any individual while
confined in any public institution, if the individual has been found
to be guilty of a felony offense but insane, or not guilty of a felony
offense by reason of insanity or other similar disorder. Federal or
State agencies having jurisdiction over institutions where such in-
dividuals are confined will be required to furnish such information
as the Secretary of Health and Human Services may require to
carry out this provision.

The Committee believes that successful administration of this
provision depends on timely reports from State and Federal institu-
tions of the admission of Social Security beneficiaries so that SSA
can suspend benefits promptly. Accordingly, the Committee rec-
ommends that HHS require, and institutions provide monthly re-
ports to SSA of all admissions of Social Security beneficiaries who
are confined pursuant to verdicts or findings described in this pro-
vision.

Effective date

The provision applies with respect to benefits for months com-
mencing after 90 days after enactment.

Section 5—Nursing homes required to report admissions of SSI re-
cipients

Present law

Supplemental Security Income recipients, or their representative
payees, are required to report any change in the recipient’s status
(e.g., income, resources, living arrangements) that may affect the
amount of benefits to which the recipient is entitled. Generally,
when an SSI recipient enters a nursing home for an extended pe-
riod, and payment for the recipient’s care is being provided by Med-
icaid, the amount of the recipient’s SSI benefit is reduced to no
more than $30 per month, beginning with the first full month of
residence. Because nursing home admissions are not always re-
ported promptly to the Social Security Administration, some SSI
recipients receive more SSI benefits than they are entitled to in the
months following their admission.



Committee provision

Nursing home administrators will be required to report to SSA
the admission of any SSI recipient within two weeks of the recipi-
ent’s admission, so that SSA can make timely adjustment in the
amount of the recipient’s SSI benefit.

Effective date

The provision is effective for admissions to nursing homes occur-
ring on or after October 1, 1995.

IV. REGULATORY IMPACT OF THE BILL

In compliance with paragraph 11(b) of Rule XXVI of the Stand-
ing Rules of the Senate, the following evaluation is made concern-
ing the regulatory impact of carrying out the changes proposed in
the Committee bill:

Individuals and businesses affected

The Committee bill will reduce the burden on employers of do-
mestic employees by -eliminating the requirement that wages paid
to these employees be reported, and payroll taxes owed be paid on
a quarterly basis. Insteag, reports and payments will be made only
once a year, when the employer files his or her annual income tax
return.

Economic impact of regulations on individuals, consumers, and
businesses

Regulations resulting from the Committee bill will have a favor-
able impact on individuals by increasing coverage of domestic em-
ployees and reducing the number of reports that are required by
employers who hire domestic employees. The bill requires nursing
homes and other long-care treatment facilities to report the admis-
sion of Supplemental Security Income recipients to the Social Secu-
rity Administration.

Impact on personal privacy
The Committee bill is not expected to affect personal privacy.

Amount of additional paperwork

The Committee bill would reduce the amount of paperwork re-
quired by employers who hire domestic employees. However, the
Committee bill would increase reporting requirements for nursing
homes and other long-care treatment facilities.

V. VOTE OF THE COMMITTEE IN REPORTING THE BILL

In compliance with paragraph 7 of Rule XXVI of the Standing
Rules of the Senate, the following statement is made relative to the
vote by the Committee to report the bill:

The bill was ordered favorably reported by voice vote.

V1. BUDGETARY IMPACT OF THE BILL

_ In compliance with paragraph 11(a) of Rule XXVI of the Stand-
ing Rules of the Senate and with sections 308 and 403 of the Con-
gressional Budget Act, the Committee includes the following report
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prepared by the Congressional Budget Office on the budget effects
of this bill.

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, April 15, 1994.
Hon. Daniel Patrick Moynihan,
Chairman, Committee on Finance,

U.S. Senate, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office (CBO)
has prepared the enclosed revised cost estimate for S. 1231, the So-
cial Security Employment Reform Act of 1994, as ordered reported
by the Senate Committee on Finance on March 22, 1994. The bijll
would change the manner in which employment taxes are paid for
domestic service workers, extend authority to the Social Security
Administration (SSA) to use certain debt procedures, prohibit the
payment of Social Security benefits for certain individuals confined
by court order to mental health facilities, and require nursing
homes to report SSA admissions of SSJ recipients within 15 days
of the admission. .

The estimate for S. 1231 has been revised to reflect a change in
the effective date of one provision. The Finance Committee staff
provided new legislative language on April 14, 1994, to correct a
g%a(f)"ting error in the language that had been previously supplied to

Enactment of S. 1231 would affect direct spending or receipts
and thus would be subject to pay-as-you-go procedures under sec-
tifg)11192sg2 of the Balanced Budget and Emergency Deficit Control Act
0 .

If you wish further details on this estimate, we will be pleased
to provide them.

Sincerely,
JAMES L. BLUM,
for ROBERT D. REISCHAUER, Director

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

1. Bill number: S 1231. ,

2. Bill title: Social Security Employment Reform Act of 1994.

3. Bill status: As ordered reported by the Committee on Finance
March 22, 1994.

4. Bill purpose: To provide for a simplified collection of employ-
ment taxes on domestic employment, and for other purposes.

5. Estimated cost to the Federal Government:

FEDERAL GOVERNMENT COSTS

{By fiscal year. in millions of dollars

1995 1996 1997 1998 1999

Revenues:
On-budget ......... -1 14 15 15 16
Off-budget ... - 184 2 23 r&] L]
Total ..... -~ 256 36 38 38 40
Direct Spending:
ON-DUGBEEL ..o 0 -8 -8 -9 -9
OFf-budget ... -33 ~28 =25 -2 -2
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FEDERAL GOVERNMENT COSTS—Continued

[By fiscal year. in millions of dotlars

1995 1996 1997 1998 1999
Total -39 -3 -33 -3 -3

Deficit:
On-budget ... 72 =22 -3 - =2
Otf-budget 151 -50 - 48 -48 =49
Totat yr&l -72 -1 =12 -1

The costs of this bill fall within budget function 650.

Basis of estimate

S. 1231 modifies the Social Security and Medicare payroll taxes
related to the employment of domestic workers, extends authority
for the Social Security Administration (SSA) to use certain debt col-
lection procedures, restricts payments for persons committed to
mental health facilities for criminal behavior, and requires nursing
homes to report any admissions of Supplemental Security Income
(SSI) recipients to SSA within 15 days. The estimated impacts of
S. 1231 are based on an assumed enactment date of September 30,
1994.

Section 2. Simplification of Employment Taxes on Domestic Serv-
ices. Under current law, employers are required to pay Social Secu-
rity and Medicare payroll taxes for persons providing domestic
services—for example, babysitting, lawn and garden care, snow
shoveling, and similar tasks—if the employee earns more than $50
in wages during a calendar quarter. S. 1231 changes the quarterly
amount of $50 to a calendar year level projected to equal $620 in
1995. The annual amount is the wage required to earn a quarter
of Social Security coverage for 1995. In future years, the domestic
earnings threshold would increase by earnings growth, except that
no increase would occur if it would be less than $50.

In addition to the change in the minimum earnings that has to
be reported, S. 1231 would also allow employers to pay these pay-
roll taxes at the same time as they file their income taxes. This
change would also apply to Federal Unemployment Tax Act
(FUTA) payments made by employers of domestic workers.

According to estimates provided by the Joint Committee on Tax-
ation (JCT), these changes would cause a revenue loss of $256 mil-
lion dollars in 1995 but would increase revenues each subsequent
year, with a net 5-year revenue loss of $104 million. The on-budget
effects—Medicare and income taxes—are $72 million in lost reve-
nues in 1995 and $12 million over the 1995-1999 period.

Because the increased earnings threshold would exempt some
wages earned by domestic service workers, S. 1231 could poten-
tially reduce the Social Security benefits to which these workers
might later become entitled. The CBO expects these reduced bene-
fits to have negligible outlay effects, however.
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FEDERAL BUDGET EFFECTS BY SECTION

(By fiscal years. in millions of dolars}

1995 1936 1997 1998 1999

Sec. 2. Domestic empioyment taxes

On-budget revenues ! ..... . -7 14 15 15 16
Off-budget revenues 1 -184 22 23 23 24
Total revenues - 25 36 38 38 40

Sec. 3. Debt collection procedures
Off-budget =25 ~18 -14 -14 -14

Sec. 4. Restrict payments for beneficiaries confined pursuant to a find-
ing of not guilty by reason of insanity

Off-BUGGRE ... -8 -10 -1l -1 -1
Sec. 5. Require nursing homes to report admissions of SSI recipients
within 15 days
On-budget (SSI) 0 -8 -8 -9 -9

1Estimates provided by the Joint Committee on Taxation

Section 3. Additional Debt Collection Practices. Under current
law, the Social Security Administration (SSA) is prohibited from
using all of the debt collection tools available to most federal agen-
cies. S. 1231 would allow SSA to report to the credit bureaus the
outstanding debts owed by former beneficiaries and to refer collec-
tion of their debts to private collection agencies. The bill would ex-
cept overpayments made to minor children.

This provision is estimated to result in additional recoveries of
$25 million in 1995 and $85 million over the 1995-1999 period.
This estimate is based on data provided by SSA on its outstanding
debts (about $660 million of which about $450 million is actively
being pursued by SSA) and its current recovery rate on its delin-
quent debt. The exclusion of minor children is assumed to reduce
this debt by 30 percent. SSA estimates that its recovery rate is
around 7 percent to 8 percent and that private collection agencies
recover about 22 percent. The CBO assumes that the additional
collections should increase the recovery rate by about 7 percentage
points by 1999. The relatively large recovery amount in 1995 re-
flects the referral of outstanding debts, including many older debts,
to private collection services.

Section 4. Prohibition on Payment of Benefits to Certain Individ-
uals Confined by Court Order to Public Institutions. Under current
law, persons convicted of felonies are not allowed to receive Social
Security disability benefits while in prison. S. 1231 would’ extend
this treatment to persons confined by court order to mental health
facilities following a finding of not guilty by reason of insanity
(NGRI) or of guilty but insane.

The restriction on benefits for the NGRI cases is estimated to re-
duce Social Security benefit payments by $8 million in 1995 and by
$51 million over the 1995-1999 period. The estimate is based on
three studies, two of which were not directed toward the issue of
how many Social Security recipients are confined under NGRI de-
termination, but rather were directed toward the use of the NGRI
plea. A Department of Health and Human Services report from the
Inspector General’s (IG) office in 1987 found that 26 percent of the
mental disorder detainees in state forensic hospitals were Social
Security recipients. This percentage, when applied to all mental
disorder detainees, translated into 2,162 beneficiaries in 1985. In
contrast, a study by Henry J. Steadman using data from a 1978
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survey of states found that the average number of NGRI detainees
was 3,140. Combining this with the IG’s finding that 38 percent of
NGRI detainees received Social Security benefits would yield about
1,190 recipients.

Because these data are out-of-date, it is difficult to know how to
apply these results to the current Social Security beneficiary popu-
lation. While the use of the NGRI plea has declined over the past
15 years and the mentally-impaired institutionalized population
has also plummeted, the sentencing of NGRI detainees has become
stricter and the proportion of the Social Security disabled popu-
lation diagnosed with mental disorders has risen significantly. The
estimated savings from this section of S. 1231 is based on the as-
sumption that 1,500 NGRI detainees would be affected. Using the
average benefit figure from the IG’s report and inflating it to 1995
results in annual benefit savings of $6,760 per detainee.

Section 5. Require Nursing Homes to Report Admissions of SSI
Recipients. S. 1231 would require that nursing homes report admis-
sions of SSI recipients to the Social Security Administration within
15 days of the admission. There is currently no reporting require-
ment. According to a 1992 report from the IG’s office of DHHS, the
primary responsibility for reporting nursing home admissions falls
on the SSI beneficiary, although SSA tries to encourage the nurs-
ing homes to report these admissions on a voluntary basis.

The 15-day reporting requirement, which would become effective
on October 1, 1995, is expected to save $34 million over the five-
year estimating period.

6. Pay-as-you-go considerations: The pay-as-you-go effects of the
bill are as follows:

[By tiscal years, in millions of dollars)

1995 1996 1997 1998

Receipts =12 14 15 15
Outiays 0 -8 -8 -9

The on-budget (including Medicare) revenue and outlay changes
have an impact on the scorecard. The Social Security revenue and
benefit changes are exempt from the pay-as-you-go rules.

7. Estimated cost to State and local government: None.

8. Estimate comparison: None..

9. Previous CBO estimate: An estimate of S. 1231 was provided
to the Senate Committee on Finance on April 14, 1994. The esti-
mate has been revised to reflect a change in the effective date of
one provision. New legislative language was provided by the com-
mittee to correct a drafting error in the language previously sup-
plied to CBO.

10. Estimate prepared by: Paul Cullinan and Patrick Purcell.

11. Estimate approved by: C.G. Nuckols, Assistant Director for
Budget Analysis.

O






Calendar No. 415
meaes G, 1231

[Report No. 103-252]

To provide for simplified collection of employment taxes on domestic services,
and for other purposes.

IN THE SENATE OF THE UNITED STATES

JULY 14 (legislative day, JUNE 30), 1993

" Mr. MOYNIHAN (for himself, Mr. DOLE, Mr. BOREN, Mr. WALLOP, Mr.
GRASSLEY, Mr. CHAFEE, Mr. BREAUX, Mrs. MURRAY, Mr. RoCKE-
FELLER, Mr. PACKWoOD, Mr. MATHEWS, Mr. MITCHELL, Mr. CONRAD,
Mr. RIEGLE, Mr. HATCH, and Mr. CAMPBELL) introduced the following
bill; which was read twice and referred to the Committee on Finance

APRIL 19 (legislative day, APRIL 11), 1994
Reported by Mr. MOYNTHAN, with amendments
[Omit the part struck through and insert the part printed in italic)

A BILL

To provide for simplified collection of employment taxes on

domestic services, and for other purposes.

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

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



1 SECTION 1. SHORT TITLE.

This Act may be cited as the “Social Security Domes-
tic Employment Reform Act of 3993 1994”.

SEC. 2. SIMPLIFICATION OF EMPLOYMENT TAXES ON DO.-

MESTIC SERVICES.

(a) THRESHOLD REQUIREMENT FOR SOCIAL SECU-

(1) AMENDMENTS OF INTERNAL REVENUE

CODE.—

(A) GENERAL RULE.—Subparagraph (B)
of section 3121(a)(7) of the Internal Revenue
Code of 1986 (defining wages) is amended to
read as follows:

“(B) cash remuneration paid by an em-
ployer in any calendar year to an employee for
domestic service in a private home of the em-
ployer (ether than seriee including domestic
service described in subsection (g)(5)), if the
cash remuneration paid in such year by the em-
ployer to the employee for such service is less
than the applicable dollar threshold (as defined
In subsection (¥ x)) for such year;”. -

(B) APPLICABLE DOLLAR THRESHOLD.—
Section 3121 of such Code is amended by add-
ing at the end thereof the following new sub-

section:

*S 1231 RS
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“(3 ) APPLICABLE DOLLAR THRESHOLD.—For pur-
poses of subsection (a)(7)(B), the term ‘applicable dollar
threshold’ means the amount required for a quarter of cov-
erage as determined under section 213(d)(2) of the Social
Security Act for calendar year 3994 1995. In the case of
calendar years after 1994 1995, the Secretary of Health
and Human Services shall adjust such amount at the same
time and in the same manner as the amount under section
213(d)(2) of the Social Security Act, except that such ad-
justment shall not take effect in any year in which the
otherwise adjusted amount does not exceed the amount
in effect under this subsection for the preceding calendar
year by at least $50.”

(C) EMPLOYMENT OF DOMESTIC EMPLOY-
EES UNDER AGE 18 EXCLUDED FROM COV-
ERAGE.—Section 3121(b) of such Code (defin-

ing employment) is amended—

(i) by striking ‘“or” at the end of
paragraph (19),

(ii) by striking the period at the end
of paragraph (20) and inserting “; or”,
and

(iii) by adding at the end the follow-

ing new paragraph:

S 1231 RS



4

“(21) domestice service in a private home of the
employer performed in any year by an individual
under the age of 18 during any portion of such
year.”.

(D) CONFORMING AMENDMENTS.—The
second sentence of section 3102(a) of such
Code is amended—

(i) by - striking “calendar quarter”
each place it appears and Inserting “cal-
endar year”’, and

(ii) by striking “$50” and Inserting
“the applicable dollar threshold (as defined
in section 3121(x z)) for such year”.

(2) AMENDMENT OF SOCIAL SECURITY ACT.—

(A) GENERAL RULE.—Subparagraph (B)
of section 209(a)(6) of the Social Security Act
(42 U.S8.C. 409(a)(6)(B)) is amended to read as
follows:

“(B) Cash remuneration paid by an emplover in
any calendar year to an emplovee for domestic serv-
ice in a private home of the employer (ether thean
serviee including domestic service described in sub-
seettor {gH5} section 210(f)(5)), if the cash remu-
neration paid in such year by the emplover to the

employee for such service is less than the applicable

*S 1231 RS
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dollar threshold (as defined in section 3121(x z) of

the Internal Revenue Code of 1986) for such year;”.
(B) EMPLOYMENT OF DOMESTIC EMPLOY-

EES UNDER AGE 18 EXCLUDED FROM COV-

ERAGE.—Section 210(a) of such Act (42 U.S.C.

410(a)) is amended—

(i) by striking “or” at the end of
paragraph (19),

(ii) by striking the period at the end
of paragraph (20) and inserting or”’,
and

(iii) by adding at the end the follow-
ing new paragraph:

“(21) demestie Domestic service in a private
home of the employer performed in any year by an
individual under the age of 18 during any portion of
such year.”.

3y EFPECTIVE DATE—The amendments mede
by this subseetion shall epply to remuneration paid
1993-

(3) EFFECTIVE DATES.—

(A) IN GENERAL—Ezxcept as provided in
subparagraph (B), the amendments made by this

subsection shall apply to remuneration paid in

S 1231 RS
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calendar years beginning after December 31,

1994.

(B) EXCLUDED EMPLOYMENT.—The amend-

ments made by paragraphs (1)(C) and (2)(B)

shall apply to services performed after December

31, 1994.

(b) COORDINATION OF COLLECTION OF DOMESTIC
SERVICE EMPLOYMENT WiTH COLLECTION OF INCOME
TAXES.—

(1) IN GENERAL.—Chapter 25 of the Internal
Revenue Code of 1986 (relating to general provi-
sions relating to employment taxes) is amended by
adding at the end thereof the following new section:

“SEC. 3510. COORDINATION OF COLLECTION OF DOMESTIC
SERVICE EMPLOYMENT TAXES WITH COLLEC-
TION OF INCOME TAXES.

“(a) GENERAL RULE.—Except as otherwise provided
in this section—

“(1) returns with respect to domestic service
employment taxes shall be made on a calendar vear
basis,

“(2) any such return for any calendar year
shall be filed on or before the 15th day of the 4th
month following the close of the émployer’s taxable

year which begins in such calendar year, and

*S 1231 RS
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“(3) no requirement to make deposits (or to
pay installments under section 6157) shall apply
with respect to such taxes.

““(b) DOMESTIC SERVICE EMPLOYMENT TAXES SUB-

JECT TO ESTIMATED TAX PROVISIONS.—

“(1) IN GENERAL.—Solely for purposes of sec-
tion 6654, domestic service employment taxes im-
posed with respect to any calendar year shall be
treated as a tax imposed by chapter 2 for the tax-
able year .of the employer which begins in such cal-
endar year.

‘“(2) SPECIAL RULE WHERE TAXES ARE PAID
ON OR BEFORE APRIL 15.—If, on or before the date
described in subsection (a)(2) or, if earlier, the date
the return is filed, the employer pays in full the do-
mestic service employment taxes computed on such
return as payable for anfy calendar year, then no ad-
dition to tax shall be imposed under section 6654 (a)
with respect to any underpayment of any required
installment of such taxes for the taxable year begin-
ning in such calendar year.

“(3) ANNUALIZATION.—Under regulations pre-
seribed by the Secretary, appropriate adjustments

shall be made in the application of section
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6654(d)(2) in respect of the amount treated as tax

under paragraph (1).

“(4) TRANSITIONAL RULE.—For purposes of
applying section 6654 to a taxable year beginning in
1994 1995, the amount referred to in clause (11) of
section 6654(d)(1)(B) shall be increased by 90 per-
cent of the amount treated as tax under paragraph
(1) for such preceding taxable year.

“(c) DOMESTIC SERVICE EMPLOYMENT TAXES.—

For purposes of this section, the term ‘domestic service

employment taxes’ means—

“(1) any taxes imposed by chapter 21 or 23 on
remuneration paid for domestic service in a private
home of the employer, and

“(2) any amount withheld from such remunera-
tion pursuant to an agreement under section

3402(p).

18 For purposes of this subsection, the term ‘domestic service

19 in a private home of the employer’ does net include serviee

20 includes domestic service described in section 3121(g)(5).

21

“(d) EXCEPTION WHERE EMPLOYER LIABLE FOR

22 OTHER EMPLOYMENT TAXES.—To the extent provided in

23 regulations prescribed by the Secretary, this section shall

24 not apply to any employer for any calendar vear if such

25 employer is liable for any tax under this subtitle with re-

*S 1231 RS
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spect to remuneration for services other than domestic
service in a private home of the employer.

“(e) GENERAL REGULATORY AUTHORITY.—The Sec-
retary shall prescribe such regulations as may be nec-
essary or appropriate to carry out the purposes of this
section. Such regulations may treat domestic service em-
ployment taxes as taxes imposed by chapter 1 for purposes
of coordinating the assessment and collection of such em-
ployment taxes with the assessment and collection of do-
mestic employers’ income taxes.

“(f) AUTHORITY TO ENTER INTO AGREEMENTS TO
COLLECT STATE UNEMPLOYMENT TAXES.—

“(1) IN GENERAL.—The Secretary is hereby
authorized to enter into an agreement with any
State to collect, as the agent of such State, such
State’s unemployment taxes imposed on remunera-
tion paid for domestic service in a private home of
the employer. Any taxes to be collected by the Sec-
retary pursuant to such an agreement shall be treat-
ed as domestic service employment taxes for pur-
poses of this section.

“(2) TRANSFERS TO STATE ACCOUNT.—Any
amount collected under an agreement referred to in

paragraph (1) shall be transferred by the Secretary

S 1231 RS
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to the account of the State in the Unemployment
Trust Fund.

“(3) SUBTITLE F MADE APPLICABLE.—For
purposes of subtitle F, any amount required to be
collected under an agreement under paragraph (1)
shall be treated as a tax imposed by chapter 23.

“(4) StATE.—For purposes of this subsection,
the term ‘State’ has the meaning given such term by
section 3306()(1).”

(2) CLERICAL AMENDMENT.—The table of sec-
tions for chapter 25 of such Code is amended by

adding at the end thereof the following:

“Sec. 3510. Coordination of collection of domestic service employ-
ment taxes with collection of income taxes.”

(3) EFFECTIVE DATE.—The amendments made
by this subsection shall apply to remuneration paid
in calendar years beginning after December 31,
1993 1994.

(4) EXPANDED INFORMATION TO EMPLOY-
ERS.—The Secretary of the Treasury or his delegate
shall prepare and make available information on the
Federal tax obligations of employers with respect to
employees performing domestic service in a private
home of the employer. Such information shall also
include a statement that such employers may have

obligations with respect to such employees under
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1 State laws relating to unemployment insurance and
workers compensation.
SEC. 3. ADDITIONAL DEBT COLLECTION PRACTICES.
(a) IN GENERAL.—Section 204 of the Social Security
Act (42 U.8.C. 404) 1s amended by adding at the end the

2

3

4

5

6 following new subsection:
7 “Uf)(1) With respect to any delinquent amount, the
8 Secretary may use the collection practices described in sec-
9 tions 3711(f), 3716, and 3718 of title 31, United States
10 Code, as in eﬁ‘eét on April 1, 1994.

11 “(2) For purposes of paragraph (1), the term ‘delin-
12 quent amount’ means an amount—

13 “(A) in excess of the correct amount of payment

14 under this title;

15 “(B) paid to a person afler such person has at-
16 tained 18 years of age; and

17 “(C) determined by the Secretary, under regula-
18 tions, to be otherwise unrecoverable under this section
19 after such person ceases to be a beneficiary under this
20 title.”.

21 (b) CONFORMING AMENDMENT.—Section 3701(d) of

22 title 31, United States Code, s amended by inserting
23 “ except to the extent provided under section 204(f) of such
24 Act (42 U.S.C. 404(f)),” after “the Social Security Act (42
25 U.S.C. 301 et seq.)”.
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(c) EFFECTIVE DATE.—The amendments made by this
section shall apply to collection activities begun on or afler
the date of the enactment of this Act and before October
1, 1999.

SEC. 4. PROHIBITION ON PAYMENT OF BENEFITS TO CER-
TAIN INDIVIDUALS CONFINED BY COURT
ORDER TO PUBLIC INSTITUTIONS.

(a) IN GENERAL.—Section 202(x)(1) of the Social Se-
curity Act (42 U.8.C. 402(z)(1)) is amended—

(1) by inserting “(4)” after “(1)”, and

(2) by adding at the end the following new sub-
paragraph:

“(B) Notwithstanding any other provision of this title,
no monthly benefits shall be paid under this section or
under section 223 to any individual for any month during
which such individual is confined in any public institution
by a court order pursuant to a verdict or finding that the
individual is—

“(i) gwilty of an offense described in subpara-
graph (4), but insane (or having a similar condition,
such as a mental disease, a mental defect, or mental
incompetence); or

“(i1) not guilty of such an offense by reason of

insanity (or by reason of a similar finding, such as
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a mental disease, a mental defect, or mental incom-

petence).”.

(b) CONFORMING AMENDMENTS.—

(1) Section 202(x)(3) of the Social Security Act
(42 U.S.C. 402(x)(3)) is amended by striking “any
individual” and all that follows and inserting “any
individual confined as described in paragraph (1) if
the jail, prison, penal institution, correctional facil-
ity, or other public institution to which such individ-
ual is so confined is under the jurisdiction of such
agency and the Secretary requires such information
to carry out the provisions of this section.”.

(2) The heading for section 202(x) of such Act 1s
amended by inserting “and Certain Other Inmates of
Public Institutions” after “Prisoners”.

(c) EFFECTIVE DATE.—The amendments made by this
section shall apply with respect to benefits for months com-
mencing after 90 days after the date of the enactment of
thas Act.

SEC. §. NURSING HOMES REQUIRED TO REPORT ADMIS-
éIONS OF SSI RECIPIENTS.

(a) IN GENERAL.—Section 1631(e)(1) (42 U.S.C.
1383(e)(1)) is amended by adding at the end the following

new subparagraph:

«S 1231 RS
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“(C) For purposes of making determinations under
section 1611(e), the requirements prescribed by the Sec-
retary pursuant to subparagraph (A) shall require each ad-
manistrator of a nursing home, extended care facility, or
intermediate care facility to report to the Secretary of the
admassion of any eligible individual or eligible spouse
recewving benefits under this title within 2 weeks of such
admission.”.

(b) EFFECTIVE DATE.—The amendment made by sub-
section (a) shall apply to admissions occurring on or after

October 1, 1995.

S 1231 RS
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THE SOCIAL SECURITY ACT
AMENDMENTS OF 19%4

Mr. MOYNIHAN. Mr. President. I ask
unanimous consent that the Senate
proceed to the consideration of Cal-
endar No. 431, H.R. 4278, the Social Se-
curity Act Amendments bill, and that
all after the enacting clause be strick-
en and the text of calendar 415, S. 1231,
the Social Security Domestic Employ-

ment Reform Act of 1994 be inserted in

lieu thereof, the bill be read a third
time and passed, the motion to recon-
sider laid upon the table, the Senate
insist on its amendment, request a con-
ference with the House on the disagree-
ing votes of the two Houses, and the
Chair be authorized to appoint con-
ferees: that the preceding all occur
without intervening action or debate,
and that any statements thereon ap-
pear in the RECORD at the appropriate
place as if read.

The PRESIDING OFFICER. Is there
objection?

Mr. DOLE. Reserving the right to ob-
ject, I shall not object. I want the
RECORD to reflect Senator PACKWOOD,
the ranking Republican on the Finance
Committee, supports the action taken
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by the chairman as do I and every
other Republican on this side.

Mr. MOYNIHAN. As does. if I may
say. Mr. President, a unanimous. Fi-
nance Committee which reported out
the measure which we have just pro-
posed as a substitute. It was com-
pletely bipartisan—nonpartisan, Every
Republican member voted for it. Every
Democratic member did. We are proud
of it. Not to extend this debate. but I
would like to make the point that 45
years ago the United States Congress
decided that cleaning women should be
eligible for Social Security. Forty-five
years later. only 25 percent of house-
holds with domestic workers report
wages paid to these employees. -And
this is simply not acceptable.... .

We found an arrangement, user
friendly arrangement where the pay-
ments are to be made on 1040’s once a
year. We do not turn housewives into
accountants. But we want to have peo-
Ple who are entitled to their Social Se-
curity get it when they need it. Our
provision—we have an amendment—
our provision simply provides that
when you earn the amount of money
that entitles you to one quarter of cov-
erage, that amount is paid. and when
you acquired 40 quarters of .coverage
you are vested in Social Security.

I thank the majority leader, who
voted for this, the Republican. leader,
who voted for this, and say we are very
Pleased that this matter, long overdue,
is now about to be done.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered. :

The amendment was ordered to be
engrossed and the bill to be read a
third time.

The bill (H.R. 4278) was read the third
time and passed as follows:

Resolved, That the bil} from the House of
Representatives (H.R. 4278) entitled “An Act
to make improvements in the old-age, survi-
vors, and disability insurance program under
title II of the Social Security Act’, do pass
with the following amendment:

Strike out all after the enacting clause and
insert: .

SECTION 1. SHORT TITLE.

This Act may be cited as the “Social Security
Domestic Employment Reform Act of 1994°", °*
SEC. 2. SIMPLIFICATION OF EMPLOYMENT TAXES

ON DOMESTIC SERVICES.

(a) THRESHOLD REQUIREMENT FOR SOCIAL SE-
CURITY TAXES.—

(1) AMENDMENTS OF |INTERNAL REVENUE
CODE.— . -

(A) GENERAL RULE—Subparagraph (B) of sec-
tion 3121(a)(7) of the Internal Revenue Code of
1986 (defining wages) is amended to read as fol-
lows:

*(B) cash remuneration paid by an employer
in any calendar year to an employee for domes-
tic service in a private home of the employer (in-
cluding domestic service described in subsection
(9)(5)). if the cash remuneration paid tn such
year by the emplover to the employee for such
service s less than the applicable dollar thresh-
old (as defined in subsection (1)) for such
year;"'.

(B) APPLICABLE DOLLAR THRESHOLD.—Section
3121 of such Code is amended by adding at the
end thereof the following new subsection:

*(2) APPLICABLE DOLLAR THRESHOLD.—For
purposes of subsection (a)(7)(B), the term ‘appli-
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cable dollar threshold’ means the amount re-
quired for a quarter of coverage as determined
under section 213(d)2) of the Social Security
Act for calendar year 1995. In the case of cal-
endar vears after 1995, the Secretery of Heaith
and Human Services shall adjust such amount
at the same time and in the same manner as the
amount under section 213(d)(2) of the Social Se-
curity Act. except that such adjustment shall
not take effect in any year in which the other-
wise adjusted amount does not erceed the
amount in effect under this subsection for the
preceding calendar year by at least $50."*

(C) EMPLOYMENT OF DOMESTIC EMPLOYEES
UXNDER AGE 18 EXCLUDED FROM COVERAGE.—Sec-
tion 3121(b) of such Code (defining employment)
is amended— -

(i) by striking “or’ at the end of paragraph
(19),

(1i) by striking the period at the end of para-
graph (20) and inserting **; or'’, and

(iit) by adding at the end the following new
paragraph: .

**(21) domestic service in a private home of the
employer performed in any year by an {ndivid-
ual under the age of 18 during any portion of
such year.". . :

(D) CONFORMING AMENDMENTS.—The second
sentence of section 3102(a) of such Code is
amended— .

(i) by striking “calendar quarter” egch place
it appears and inserting '‘calendar year", and

(ii)-by striking 850" and inserting "'the appli-
cable dollar threshold (as defined in section
3121(z)) for such year’. )

(2) AMENDMENT OF SOCIAL SECURITY ACT.—

(A) GENERAL RULE.~Subparagraph (B) of sec-

tion 209(a)(6) of the Social Security Act (42
U.S.C. 409(a)(6)(B)) is amended to read as fol-
lows: . . .
“(B) Cash remuneration paid by an employer
tn any calendar year to an employee for domes-
tic service in a private home of the employer (in-
cluding domestic service -described in section
210(f)(5)), if the cash remuneration paid in such
year by the employer to the employee for such
service i3 less than the applicadble dollar thresh-
old (as defined in section 3121(x) of the Internal
Revenue Code of 1986) for such year;", .

(B) EMPLOYMENT OF DOMESTIC EMPLOYEES
UNDER AGE 18 EXCLUDED FROM COVERAGE.—Sec-
tion 210{(a) of such Act (42 U.S.C. 410(a)) is

amended— .

(1) by striking ‘‘or" at the end of paragraph
19), -

(i1) by striking the period at the end of para-
graph (20) and inserting **; or"’, and

(iii) by adding at the end the following new
paragraph: .

“*"21) Domestic service in a private home of the
employer performed in any year by an individ-
ual under the age of 18 during any portion of
such year."'. s

(3) EFFECTIVE DATES.— .

(A) IN GENERAL.—Ezcept as provided in sub-

paragraph (B), the amendments made by this
subsection shall apply to remuneration paid in
calendar years beginning after December 31,
1994,
(B) EXCLUDED EMPLOYMENT.—The amend-
ments made by paragraphs (IXC) and (2)(B)
shall apply to services performed after December
31, 1994.

(b) COORDINATION OF COLLECTION OF DOMES-
TIC SERVICE EMPLOYMENT WITH COLLECTION OF
INCOME TAXES.— -

(1) IN GENERAL.—Chapter 25 of the Internal
Revenue Code of 1986 (relating to general provi-
sions relating to employment tares) is amended
by adding at the end thereof the following new
section: ' .

“SEC. 3510. COORDINATION OP COLLECTION OF
DOMESTIC SERVICE EMPLOYMENT
TAXES WITH COLLECTION OF IN-
COME TAXES.

*‘(a) GENERAL RULE.—Ezcept as otherwise
provided in this section—

(1) returrs with respect to domestic service
employment tazes shall be made on a calendar
year basis,
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*'(2) any such return for any calendar vear
shall -be filed on or before the 15th day of the
4th month following the close of the emplover's
tazable year which begins in such calendar
year. and -

*(3) no requirement to make deposits (or to
pay installments under section 6157) shall apply
with respect to such tares.

**(b) DOMESTIC SERVICE EMPLOYMENT TAXES
SUBJECT TO ESTIMATED TAX PROVISIONS.—

(1) IN GENERAL.—Solely for purposes of sec-
tion 6654, domestic service employment tazes im-
posed with respect to any calendar year shall be
treated as a tar imposed by chapter 2 for the
tazable year of the employer which begins in
such calendar year.

*'(2) SPECIAL RULE WHERE TAXES ARE PAID ON
OR BEFORE APRIL 15.—If, on or before the date
described in subsection (a)2) or, if earlier, the
date the return is filed, the employer pays in
Jull the domestic service employment tazes com-
puted on such return as payable for any cal-
endar year, then no addition to tar shall be im-
posed under section 6654(a) with respect to any
underpayment of any required installment of
such tares for the tazabdle year beginning in
such calendar year.

*'(3) ANNUALIZATION.—Under regulations pre-
scribed by the Secretary, appropriate adjust-
ments shall be made in the application of section
6654(d)(2) in respect of the amount treated as
tar under paragraph (1). -

*‘(4) TRANSITIONAL RULE.—For purposes of ap-
plying section 6654 to a tazable year beginning
tn 1995, the amount referred to in clause (ii) of
section 6654(d)(1)(B) shall be increased by 90
percent of the amount treated as tar under
paragraph (1) for such preceding tarable year.

‘(c) DOMESTIC  SERVICE  EMPLOYMENT
TAXES.—For purposes of this section. the term
‘domestic service employment tazes' megns— - .

**(1) any tares imposed by chapter 21 or 23 on
remuneration paid for domestic service in a pri-.
vate home of the employer, and

(2) any.amount withheld from such remu-
neration pursuant to an.agreement under sec-
tion 3402(p). ) -
For purposes of this subsection, the term ‘domes-
tic service in a private home of the employer’ in-
cludes domestic service described in section
3121(g)(5). .

*(d) . EXCEPTION WHERE EMPLOYER LIABLE
FOR OTHER EMPLOYMENT TAXES.—To the ertent
provided in regulations prescribed dy the Sec-
retary. this section shall not apply to any em-
ployer for any calendar year if such employer is
liable for any tar under this subtitle with re-
spect to remuneration for services other than do-
mestic service in a private home of the employer.

*‘(e) GENERAL REGULATORY AUTHORITY.—The
Secretary shall prescribe such regulations as
may be necessary or .appropriate to carry out
the purposes of this section. Such regulations
may treal domestic service employment tazes as
tazes imposed by chapter 1 for purposes of co-
ordinating the assessment and collection of such
employment taxes with the assessment and col-
lection of domestic employers’ income tazes.

(/) AUTHORITY TO ENTER INTO AGREEMENTS
TO COLLECT STATE UNEMPLOYMENT TAXES.—

(1) IN GENERAL.—The Secretary is hereby aqu-
thorized to enter into an agreement wiith any
State to collect, as the agent of such State., such
State's unemployment tarxes imposed on remu-
neration paid for domestic service in a private
home of the employer. Any tazes to be collected
by the Secretary pursuant to such an aoreement
shall be treated as domestic service employment
taxes for purposes of this section.

"(2) TRANSFERS TO STATE ACCOUNT.—Any
amount collected under an agreement referred to
in paragraph (1) shall be transferred by the Sec-
retary to the account of the State in the Unem-
ployment Trust Fund.

*'(3) SUBTITLE F MADE APPLICABLE.—For pur-
poses of subtitle .F, any amount required to be
collected under an agreement under paragraph
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(1) shall be treated as a tar imposed by chapter

**(4) STATE.—For purposes of this subsection,
the term ‘State’ has the meaning given such
term by section 3306(f)(1)."

(2) CLERICAL AMENDMENT.—The table of sec-
tions for chapter 25 of such Code is amended by
adding at the end thereof the following:

“Sec. 3510. Coordination of collection of domes-
tic service employment tazes with
collection of income tazes."

(3) EFFECTIVE DATE.—The amendments made
by this subsection shall apply to remuneration
paid in calendar years beginning after December
31 1994.

(4) EXPANDED INFORMATION T0 EMPLOYERS.—
The Secretary of the Treasury or his delegate
shall prepare and make available information
on the Federal taz obligations of employers with
respect to employees performing domestic service
in a private home of the employer. Such infor-
mation shall also include a statement that such
employers may have obligations with respect to
such employees under State laws relating to un-
employment insurance and workers compensa-

~tion.
SEC. 8. ADDITIONAL DEBT COLLECTION PRAC.
TICES.

(a) IN GENERAL.—Section 204 of the Social Se-
curity Act (42 U.S.C. 404) is amended by adding
at the end the following new subsection:

“(f)(1) With respect to any delinquent
amount, the Secretary may use the collection
practices described in sections 3711(f), 3716, and
3718 of title 31, Untted States Code. as m effeCt
on April 1, 1994.-

*(2) For purposes of paragraph (1), the term
‘delinquent amount’' megns an gmount—

*'(A) in excess of the correct amount of pay-
ment under this title;

2%(B) paid to a person after such person has
attained 18 years of age; and

$%(C) determined by the Secretary. under regu-
lations, to be otherwise unrecoverable under this
section after such person ceases to be a bene-
ficiary under this title.” :

(b) CONFORMING AMENDMENT.—Section
3701(d) of title 31, United States Code, is amend-
ed by inserting "', except to the ertent provided

under section 204(f) of such Act (42 U.S.C.
404(0)).” after '‘the Social Secunty Act (42
U.S.C. 301 et seq.)"".

(c) EFFECTIVE DATE.—~The amendmems made
by this section shall apply to collection activities
begun on or after the date of the enactment of
this Act and before October 1, 1999.

SEC. 4. PROHIBITION ON PAYMENT OF BENEFITS
TO CERTAIN INDIVIDUALS CON-
FINED BY COURT ORDER TO PUBLIC
INSTITUTIONS.

‘(a) IN GENERAL.—Section 202(:)(1) of the So-
cial Security Act (42 U.S.C. 402(z)(1)) is
amended—

(1) by inserting **(A)"" after **(1)"’, and

(2) by adding at the end the following new
subparagraph.

*(B) Notunthszandmg any other provision of
this title, no monthly benefits shall be paid
under this section or under section 223 to any
individual for any month during which such in-
dividual i8 confined in any pubdlic institution by
a court order pursuant to a verdict or finding
that the individual {s—

(i) guilty of an offense described in subpara-
graph (A), but insane (or having a similar con-
dition, such as a mental disease. a mental de-
fect, or mental incompetence). or

*"(ii) not guilty of such an offense by rcason
of insanity (or by reason of a similar finding,
such as a mental disease. a mental defect. or
mental incompetence).”

(b) CONFORMING AMENDMENTS.—

(1) Section 202(x)(3) of the Social Security Act
(42 U.S.C. 402(x)(3)) is amended by striking
*‘gny individual'' and all that follows and in-
serting “any individuai confined as described i
paragraph (1) if the jail, prison. penal institu-
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tion. correctional facility, or other public insti-
tution to which such individual is so confined is
under the furisdiction of such agency and the
Secretary reguires such information to carry out
the provisions of this section."’

(2) The heading for section 202(x) of such Act
is amended by inserting "and Certain Other-In-
mates of Public Institutions" after **Prisoners’’.

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply with respect to b
fits for months commencing after 90 days after
the date of the enactment of this Act.

SEC. 5 NURSING HOMES REQUIRED TO REPORT
ADMISSIONS OF SSI RECIPIENTS,

(a) IN GENERAL.—Section 1631(e)¢1) (42 U.S.C.
1383(e)(1)) is amended by adding at the end the
following new subparagraph:

*(C) For purposes of making determinations
under Ssection 1611(e). the regquirements pre-
scribed by the Secretary pursuant to subpara-
graph (A) shall require each administrator of a
nursing home, extended care facility, or inter-
mediate care facility to report to the Secretary
of the admission of any eligible individual or eli-
gible spouse receiving benefits under this title
within 2 weeks of such admission."’.

(b) EFFECTIVE DATE—~The amendment made
by subsection (a) shall apply to admtsswns oc-
curring on or after October 1, 1995.

The PRESIDING OFFICER (Mr. GRA-

_HAM) appointed Mr. MOYNIHAN, Mr.
‘BAUCUS, Mr. BREAUX, Mr. PACKWOOD

and Mr. DOLE conferees on the part of
the Senate.

Mr. MOYNIHAN. Mr. President, I ask
unanimous consent that the Senate
number be indefinitely postponed.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mr. MITCHELL addressed the Chair.

The PRESIDING OFFICER The ma-
jority leader. i

‘Mr., MITCHELL. Mr President 1
commend my colleague, the distin-
guished chairman of the Senate Fi-
nance Committee, for the legislation
which has just been approved by the
Senate, He provided not only leader-
ship in getting the bill prepared, ush-
ered through the Finance Committee,
but also extraordinary perseverance
and tenacity in getting it through the
Senate in such fashion. .

It 18 not easy to do. Tax bills fre-
quently require a lengthy process with
a lot of amendments, and I think it is
clear to all concerned that this bill
would not have progressed to this point
but for the leadership and the persever-
ance of the chairman, and I commend
him for it. It is an important measure,
as he has noted.

I wish also to thank the distin-
guished Republican leader for his co-
operation in making this possible.

Mr. MOYNIHAN addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from New York.

Mr. MOYNIHAN. Mr. President., may
I thank the mgjority leader for his gra-
cious remarks. This was an entirely
collective efiort on behalf of the Fi-
nance Committee, and it is char-
acteristic of him to be gracious to col-
leagues.

I would like to return the com-
pliment and say to the Republican
jeader that we very much appreciate
his help. This matter will now be done.
and I fully predict a White House
South Lawn ceremony with ice cream,
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balloons and the distinguished Repub-
lican leader on hand.

Mr. President, I yield the floor.

Mr. MITCHELL. Mr. President, I sug-
gest the absence of a quorum,

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. MITCHELL. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is 50 ordered.
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CONFERENCE COMPARISON OF H.R. 4278
SOCIAL SECURITY ACT AMENDMENTS OF 1994

Present Law House Bill

1. Simplification of
Employment Taxes on Domestic
Services (sec. 2 of House bill
and sec. 2 of Senate amendment)

Individuals who hire
domestic employees such as
baby-sitters, housekeepers, and
yard workers are required to
withhold and pay employment
taxes when the worker'’s wages
exceed certain thresholds.
(Individuals who hire domestic
workers who are properly
classified as independent
contractors to provide these
services are excluded from
these requirements.) For
Social Security, the wage
threshold is reached,
generally, when an employer
pays $50 or more per quarter to
a domestic employee.

However, wages paid to
domestic employees hired by
farm operators are subject to
the thresholds that are used
for determining coverage for
agricultural employees. For
these employees, the wage
threshold is reached if either
(1) the farm operator’s total
farm payroll for a year is
$2,500 or more or (2) the wages
paid to an employee in a year
are $150 or more. (This latter
test applies only if the farm
operator’s total payroll for a
year is less than $2,500.)



Senate Amendment Conference Agreement




Present Law

House Bill

For Federal unemployment
insurance (FUTA), the threshold
is reached when an employer
pays $1,000 or more in a
calendar quarter to one or more
domestic employees.

When the $50 threshold is
reached, the employer must file
a quarterly report (Form 942)
with the Internal Revenue
Service, submitting with it the
required Social Security tax
for both the employer and the
employee. The employer must
also provide the employee and
the Social Security
Administration with a Wage and
Tax Statement (Form W-2) at the
end of the year. When the
$1,000 threshold is reached in
any calendar quarter, the
employer must file a report
(Form 940) with the IRS at the
end of the year and submit the
required tax.

In addition, employers of
domestic workers must: notify
employees who may be eligible
for the earned income tax
credit of the existence of this
credit; withhold income tax if
the employee requests it and
the employer agrees; file and
bay State unemployment
insurance tax in each quarter
in which the State unemployment
insurance wage threshold (equal
to the $1,000 Federal threshold
in 45 states) is reached; and,
in some States, report wages
paid to domestic employees to

" The provision would
change the threshold for
withholding and paying Social
Security taxes on domestic
vorkers from $50 per quarter to

»250 annually in 1995,

The provision would index
the threshold for increases in
average wages in the economy,
rounded to $50 increments.



Senate Amendment

Conference Agreement

The amendment would
change the threshold from $50
per quarter to an annual
threshold equal to the amount
required for one quarter of
Social Security coverage
(estimated to be $630 in 1995.)

Same as House bill except
that the threshold would be
increased in a year only when
the amount required for a
quarter of coverage in that
year is at least $50 higher
than the threshold for the
preceding year.



Present Law

House Bill

the State for purposes of State
income tax.

The provision would not
apply to domestic service on a
farm.

The provision would
require individuals who employ
only domestic workers to report
on a calendar-year basis any
Social Security or Federal
unemployment tax obligations
for wages paid these workers
and would authorize the
Secretary of the Treasury to
revise Federal Form 1040 to
enable such employers to report
both taxes on their own Federal
income tax returns.

The provision would
include domestic employers'’
Social Security and Federal
unemployment taxes in estimated
tax provisions. Employers may
satisfy their tax obligations
through regular estimated tax
payments or increased tax
withholding from their own
wages.

The provision would
authorize the Secretary of the
Treasury to enter into
agreements with States to
collect State unemployment
taxes in the manner described
above.



Senate Amendment Conference Agreement

The provision would apply
to domestic service on a farm.

Same as House bill.

Same as House bill,
except no estimated tax penalty
would apply to an underpayment
of these taxes if they were
paid on or before April 15 (or
the date the return of the
employer is filed, if earlier.)

Same as House bill.



Present Law

House Bill

2. Reallocation of a Portion
of the 0ld-Age and Survivors
Insurance Payroll Tax to the
Disability Insurance Trust Fund
(sec. 3 of the House bill)

The provision would
require the Secretary of the
Treasury to provide to domestic
employers a comprehensive
package of informational
materials, including all
requirements of Federal law and
a notification that they may
also be subject to State
unemployment insurance and
workers compensation laws.

No provision.

The provision would
adjust the Social Security tax
threshold retroactively to
$1,150 for 1993 and to $1,200
for 1994. No underpayment of
taxes could be assessed (or, if
assessed, could be collected),
effective on or after the date
of enactment. No refunds would
be provided.

Effective Date. --Generally
applies to remuneration paid in
calendar years beginning after
1994.



Senate Amendment

Conference Agreement

Same as House bill.

The provision would
exempt from Social Security
taxes any wages paid to a
worker for domestic services
performed in any year during
which the worker is under 18.

No provision.

Effective Date.--Same as House
bill. Exemption for workers
under 18 applies to services
performed in calendar years
beginning after 1994.



Present Law

House Bill

Employees and employers
each pay a Social Security
payroll tax of 7.65 percent of
earnings up to a specified
ceiling. The self-employed pay
at the combined employee-
employer rate. The employee
and the employer share of the

payroll tax is allocated to the

Old-Age and Survivors Insurance
(OASI), the Disability

- Insurance (DI), and the
Hospital Insurance (HI)
programs at the following
rates:

Calendac vesn QASI tax gy DLtax rae HI tax rate
19941999 5.60% 0.60% 145%
2000 o SAM 0.71% 1.43%

10

The provision would
increase the employee and the
employer rate of tax for the DI
program from 0.6 percent to
0.94 percent, with a
commensurate reduction of the
rate of the OASI tax.
Beginning in 2000, the DI tax
rate would be reduced to 0.90
percent, with a commensurate
increase of the rate of the
OASI tax. The rate of tax
would be:

Calendar yean  QASI tax ratg DItax rata M1 tax rag
1994-1999 $.26% 0.94% 1.45%

2000 oa 330% 0.90% 1.45%



Senate Amendment

Conference Agreement

No provision.

11



Present Law

House Bill

12

In addition, the
Secretary of Health and Human
Services would be required to

-conduct a comprehensive study

of the reasons for rising costs
in the DI program. The study
would determine the relative
importance of: (a) increased
numbers of applications for
benefits, (b) higher rates of
benefit allowances, and (c)
decreased rates of benefit
terminations in increasing DI
Program costs. It would also
identify, to the extent
possible, underlying social,
economic, demographic,
programmatic, and other trends
responsible for changes in DI
applications, allowances, and
terminations. No later than
December 31, 1995, the
Secretary would be required to
issue a report to the House
Committee on Ways and Means and
the Senate Committee on Finance
summarizing the results of the
study and, if appropriate,
making legislative
recommendations.

Effective Date.--The provision
would apply to wages paid after
December 31, 1993, and to self-
employment income for taxable
years beginning after this
date.



Senate Amendment

Conference Agreement

13



Present Law

House Bill

3. Limitation on Payments
to Incarcerated Criminals and
Criminally Insane Individuals
Confined to Institutions By
Court Order at Public Expense
(sec. 4 of the House bill and
sec. 4 of the Senate amendment)

Generally, Social
Security benefits may not be
paid to any individual who is
confined in a penal institution
pursuant to a felony
conviction. This provision
does not apply to an individual
who is actively and
satisfactorily participating in
a rehabilitation program which
has been specifically approved
for the individual by a court
of law and, as determined by
the Secretary, is expected to
result in the individual being
able to engage in substantial
gainful activity upon release
and within a reasonable time.

Benefits to qualified
family members of incarcerated
felons continue to be paid.
However, there is no provision
that restricts payment of
Social Security benefits to
individuals confined to public
institutions pursuant to
verdicts related to felony
offenses for which the
individual was found to be not
guilty by reason of insanity.

14

The provision would:

- Apply the limitation
on benefit payments, which
currently applies only to
incarcerated felons, to all
individuals convicted of an
offense punishable by
imprisonment for more than one
year;

- Repeal the exception
to the limitation for inmates
participating in court-approved
rehabilitation; and



Senate Amendment

Conference Agreement

No provision.

No provision.

15



Present Law

House Bill

16

- Extend the limitation
to criminally insane
individuals who are confined to
institutions by court order at
public expense in connection
with an offense punishable by
imprisonment of more than one
Year. The court order must be
issued in connection with a
verdict of guilty but insane, a
verdict of not guilty by reason
of insanity, a finding of
incompetence to stand trial, or
a similar verdict or finding
based on similar factors (such
as mental disease, mental
defect, or mental
incompetence) .

The limitation would
continue to apply until such
time as the individual is
unconditionally released from
the care and supervision of the
institution to which he or she
was confined and the:
institution ceases to meet the
cost of the individual'’s basic
living needs.

A similar limitation
would be placed on Medicare
Part A hospital insurance (as
well as on Medicare Part B
supplemental medical insurance
in cases where eligibility for
Part B is conditioned on
eligibility for Part Aa).



Senate Amendment

Conference Agreement

Simjlar to the House
provision, except that it would
exclude court orders issued in
connection with findings of
incompetence to stand trial.

No provision.

No provision.
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Present Law

House Bill

4. Additional Debt
Collection Procedures
(sec. 3 of the Senate
Amendment)

The Omnibus Budget
Reconciliation Act of 1990
permitted the Social Security
Administration to collect
overpaid Old-Age, Survivors and
Disability Insurance benefits
by reducing an individual’s
Federal tax refund when other
efforts to collect the
overpayment have fail.

. In addition, certain debt
collection procedures are
available for use by most
Federal agencies. Those
include provisions enabling
Federal agencies to recover
debts owed to them by
offsetting other Federal
payments to which the debtor
may be entitled (called
"administrative offset"); to

18

To enforce the ban, the
Secretary of Health and Human
Services would be authorized to
require from institutions the
names and Social Security
numbers of the individuals
confined there under the
conditions desecribed above.

Effective Date.--The provision
would apply to benefits for
months commencing after 90 days
after enactment and with
respect to items and services
provided after this 90-day
period.

No provision.



Senate Amendment

Conference Agreement

Similar provision.

Effective Date.--The provision
applies with respect to

benefits for months commencing
after 90 days after enactment.

SSA would be authorized
to use three procedures that
are available to other Federal
agencies: wuse of
administrative offset,
reporting delinquent debtors to
credit reporting agencies, and
contracting with private debt
collection agencies.

These procedures would be
available for use only for the
purpose of recovering any
delinquent amount owed by
former Old-Age, Survivors and
Disability Insurance
beneficiaries who were paid
benefits not due. The term
"delinquent amount" is defined
to mean an amount (1) in excess
of the correct amount of
payment under title II of the

19



Present Law

House Bill

Xeport delinquent debtors to
credit reporting agencies; and
to contract with private debt
collection agencies to recover
delinquent debt. The Social
Security Administration (SSA)
is prohibited from using these
three debt collection
procedures.

5. Nursing Homes Required to
Report Admissions of SST
Recipients (sec. 5 of the
Senate Amendment)

Supplemental Security
Income recipients, or their
representative payees, are
required to report any change
in the recipient’s status
(e.g., income, resources,
living arrangements) that may
affect the amount of benefits
to which the recipient is
entitled. Generally, when an
SSI recipient enters a nursing
home for an extended period,
and payment for the recipient’s
care is being provided by
Medicaid, the amount of the
recipient’'s SSI benefit is
reduced to no more than $30 per
month, beginning with the first
full month of residence.
Because nursing home admissions
are not always reported

promptly to the Social Security.

Administration, some SSI
recipients receive more SSI
benefits than they are entitled
to in the months following
their admission.

20

No provision.



Senate Amendment

Conference Agreement

Social Security Act, (2) paid
to a person after the person
has attained age 18, and (3)
determined by the Secretary,
under regulations, to be
otherwise unrecoverable.

Effective Date.--The provision
applies to collection
activities begun on or after
the date of enactment and
before October 1, 1999.

Nursing home
administrators would be
required to report to SSA the
admission of any SSI recipient
within two weeks of the
recipient’s admission, so that
SSA can make timely adjustment
in the amount of the
recipient’s SSI benefit.

Effective Date.--The provision
is effective for admissions to
nursing homes occurring on or
after October 1, 1995.
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Mr. GIBBONS, from the committee of conference,
submitted the following

'CONFERENCE REPORT

[To accompany H.R. 4278]

The committee of conference on the disagreeing votes of the
two Houses on the amendment of the Senate to the bill (H.R.
4278), to make improvements in the old-age, survivors, and disabil-
ity insurance program under title II of the Social Security Act, hav-
ing met, after full and free conference, have agreed to recommend
and do recommend to their respective Houses as follows:

That the House recede from its disagreement to the amend-
ment of the Senate and agree to the same with an amendment as
follows: .

In lieu of the matter proposed to be inserted by the Senate
amendment, insert the following:

SECTION 1. SHORT TITLE.

This Act may be cited as the “Social Security Domestic Employ-
ment Reform Act of 1994”.

SEC. 2. SIMPLL{FICATION OF EMPLOYMENT TAXES ON DOMESTIC SERV-
ICES.

(a) THRESHOLD REQUIREMENT FOR SOCIAL SECURITY TAXES.—
(1) AMENDMENTS OF INTERNAL REVENUE CODE.—

(A) GENERAL RULE.—Subparagraph (B) of section
3121(a)(7) of the Internal Revenue Code of 1986 (defining
wages) is amended to read as follows:

“(B) cash remuneration paid by an employer in any
calendar year to an employee for domestic service in a pri-
vate home of the employer (including domestic service de-
scribed in subsection (g)(5)), if the cash remuneration paid
in such year by the employer to the employee for such serv-
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ice is less than the applicable dollar threshold (as defined

in subsection (x)) for such year;”.

(B) APPLICABLE DOLLAR THRESHOLD.—Section 3121 of
such Code is amended by adding at the end thereof the fol-
lowing new subsection:

“(x) APPLICABLE DOLLAR THRESHOLD.—For purposes of sub-
section (a)(7)(B), the term ‘applicable dollar threshold’ means
$1,000. In the case of calendar years after 1995, the Commissioner
of Social Security shall adjust such $1,000 amount at the same time
and in the same manner as under section 215(a)(1)(B)(ii) of the So-
cial Security Act with respect to the amounts referred to in section
215(a)(1)(B)(i) of such Act, except that, for purposes of this para-
graph, 1993 shall be substituted for the calendar year referred to in
section 215(a)(1)(B)(ii)II) of such Act. If any amount as adjusted
under the preceding sentence is not a multiple of $100, such amount
shall be rounded to the next lowest multiple of $100.”,

(C) EMPLOYMENT OF DOMESTIC EMPLOYEES UNDER AGE
18 EXCLUDED FROM COVERAGE.—Section 3121(b) of such
Code (defining employment) is amended—

(i) by striking “or” at the end of paragraph (19),
(it) by striking the period at the end of paragraph

(20) and inserting “ or”, and

(iii) by adding at the end the following new para-

graph: .

. ‘;{21) domestic service in a private home of the employer
which—

“(A) is performed in any year by an individual under
the age of 18 during any portion of such year; and

“(B) is not the principal occupation of such employee.”.

(D) CONFORMING AMENDMENTS.—The second sentence
of section 3102(a) of such Code is amended—

(i) by striking “calendar quarter” each place it ap-
pears and inserting “calendar year”, and

(ii) by striking “$50” and inserting “the applicable
dollar threshold (as defined in section 3121(x)) for such
year”,

(2) AMENDMENT OF SOCIAL SECURITY ACT.—

(A) GENERAL RULE.—Subparagraph (B) of section
209(a)(6) of the Social Security Act (42 U.S.C. 409(a)(6)(B))
is amended to read as follows:

“(B) Cash remuneration paid by an employer in any cal-
endar year to an employee for domestic service in a private
home of the employer (including domestic service described in
section 210(f)(5)), if the cash remuneration paid in such year by
the employer to the employee for such service is less than the
applicable dollar threshold (as defined in section 3121(x) of the
Internal Revenue Code of 1986) for such year;”.

(B) EMPLOYMENT OF DOMESTIC EMPLOYEES UNDER AGE
18 EXCLUDED FROM COVERAGE.—Section 210(a) of such Act
(42 U.S.C. 410(a)) is amended—

(i) by striking “or” at the end of paragraph (19),
(ii) by striking the period at the end of paragraph
(20) and inserting “; or”, and
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(iii) by adding at the end the following new para-
graph:

‘}‘{21) Domestic service in a private home of the employer
which—

“(A) is performed in any year by an individual under

the age of 18 during any portion of such year; and

“(B) is not the principal occupation of such employee.”.
(3) EFFECTIVE DATES.—

(A) IN GENERAL.—Except as provided in subparagraph
(B), the amendments made by this subsection shall apply to
remuneration paid after December 31, 1993. .

(B) EXCLUDED EMPLOYMENT.—The amendments made
by paragraphs (1)(C) and (2)(B) shall apply to services per-
formed after December 31, 1994.

(4) NO LOSS OF SOCIAL SECURITY COVERAGE FOR 1994; CON-
TINUATION OF W-2 FILING REQUIREMENT.—Notwithstanding the
amendments made by this subsection, if the wages (as defined
in section 3121(a) of the Internal Revenue Code of 1986) paid
during 1994 ta an employee for domestic service in a private
home of the employer are less than $1,000—

(A) the employer shall file any return or statement re-
quired under section 6051 of such Code with respect to such
wages (determined without regard to such amendments),
and

(B) the employee shall be entitled te credit under sec-
tion 209 of the Social Security Act with respect to any such
wages required to be included on any such return or state-
ment.

(b) COORDINATION OF COLLECTION OF DOMESTIC SERVICE EM-
PLOYMENT TAXES WITH COLLECTION OF INCOME TAXES.—

(1) IN GENERAL.—Chapter 25 of the Internal Revenue Code
of 1986 (relating to general provisions relating to employment
taxes) is amended by adding at the end thereof the following
new section:

“SEC. 3510. COORDINATION OF COLLECTION OF DOMESTIC SERVICE
EMPLgYMENT TAXES WITH COLLECTION OF INCOME
TAXES.

“(a) GENERAL RULE.—Except as otherwise provided in this sec-
tion—

“(1) returns with respect to domestic service employment
taxes shall be made on a calendar year basis,

“(2) any such return for any calendar year shall be filed on
or before the 15th day of the fourth month following the close
of the employer’s taxable year which begins in such calendar
year, and

“(3) no requirement to make deposits (or to pay installments
under section 6157) shall apply with respect to such taxes.

“b) DOMESTIC SERVICE EMPLOYMENT TAXES SUBJECT TO ESTI-
MATED TAX PROVISIONS.—

“(1) IN GENERAL.—Solely for purposes of section 6654, do-
mestic service employment taxes imposed with respect to any
calendar year shall be treated as a tax imposed by chapter 2

for the taxable year of the employer which begins in such cal-
endar year.
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“(2) EMPLOYERS NOT OTHERWISE REQUIRED TO MAKE ESTI-
MATED PAYMENTS.—Paragraph (1) shall not apply to any em-
ployer for any calendar year if—

“(A) no credit for wage withholding is allowed under
section 31 to such employer for the taxable year of the em-
ployer which begins in such calendar year, and

“(B) no addition to tax would (but for this section) be
imposed under section 6654 for such taxable year by reason
of section 6654(e).

“(3) ANNUALIZATION.—Under regulations prescribed by the

Secretary, appropriate adjustments shall be made in the appli-

cation of section 6654(d)(2) in respect of the amount treated as

tax under paragraph (1).

“(4) TRANSITIONAL RULE.—In the case of any taxable year
beginning before January 1, 1998, no addition to tax shail be
made under section 6654 with respect to any underpayment to
the extent such underpayment was created or increased by this
section. )

“(c) DOMESTIC SERVICE EMPLOYMENT TAXES.—For purposes of
this section, the term ‘domestic service employment taxes’ means—

“(1) any taxes imposed by chapter 21 or 23 on remuneration
paid for domestic service in a private home of the employer, and

“(2) any amount withheld from such remuneration pursu-
ant to an agreement under section 3402(p).

For purposes of this subsection, the term ‘domestic service in a pri-
vate home of the employer’ includes domestic service described in
section 3121(g)(5).

“(d) EXCEPTION WHERE EMPLOYER LIABLE FOR OTHER EMPLOY-
MENT TAXES.—To the extent provided in regulations prescribed by
the Secretary, this section shall not apply to any employer for any
calendar year if such employer is liable for any tax under this sub-
title with respect to remuneration for services other than domestic
service in a private home of the employer.

“(e) GENERAL REGULATORY AUTHORITY.—The Secretary shall
prescribe such regulations as may be necessary or appropriate to
carry out the purposes of this section. Such regulations may treat
domestic service employment taxes as taxes imposed by chapter 1 for
purposes of coordinating the assessment and collection of such em-
ployment taxes with the assessment and collection of domestic em-
ployers’ income taxes.

(). AUTHORITY TO ENTER INTO AGREEMENTS TO COLLECT
STATE UNEMPLOYMENT TAXES.—

“(1) IN GENERAL—The Secretary is hereby authorized to
enter into an agreement with any State to collect, as the agent
of such State, such State’s unemployment taxes imposed on re-
muneration paid for domestic service in a private home of the
employer. Any taxes to be collected by the Secretary pursuant to
such an agreement shall be treated as domestic service employ-
ment taxes for purposes of this section.

“(2) TRANSFERS TO STATE ACCOUNT.—Any amount collected
under an agreement referred to in paragraph (1) shall be trans-
ferred by the Secretary to the account of the State in the Unem-
ployment Trust Fund.
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“(3) SUBTITLE F MADE APPLICABLE.—For purposes of sub-
title F, any amount required to be collected under an agreement
under paragraph (1) shall be treated as a tax imposed by chap-
ter 23. _ :

“(4) STATE.—For purposes of this subsection, the term
‘State’ has the meaning given such term by section 3306()(1).”.

(2) CLERICAL AMENDMENT.—The table of sections for chap-
ter 25 of such Code is amended by adding at the end thereof
the following:

“Sec. 3510. Coordination of collection of domestic service employment
taxes with collection of income taxes.”.

(3) EFFECTIVE DATE.—The amendments made by this sub-
section shall apply to remuneration paid in calendar years be-
ginning after December 31, 1994.

(4) EXPANDED INFORMATION TO EMPLOYERS.—The Secretary
of the Treasury or the Secretary’s delegate shall prepare and
make available information on the Federal tax obligations of
employers with respect to employees performing domestic service
in a private home of the employer. Such information shall also
include a statement that such employers may have obligations
with respect to such employees under State laws relating to un-
employment insurance and workers compensation.

SEC. 3. ALLgl%IONS TO FEDERAL DISABILITY INSURANCE TRUST

(a) ALLOCATION WITH RESPECT TO WAGES.—Section 201(b)(1) of
the Social Security Act (42 U.S.C. 401(b)(1)) is amended by striking
“(0) 1.20 per centum” and all that follows through “December 31,
1999, and so reported,” and inserting “(0) 1.20 per centum of the
wages (as so defined) paid after December 31, 1989, and before Jan-
uary 1, 1994, and so reported, (P) 1.88 per centum of the wages (as
so defined) paid after December 31, 1993, and before January 1,
1997, and so reported, (Q) 1.70 per centum of the wages (as so de-
fined) paid after December 31, 1996, and before January 1, 2000,
and so reported, and (R) 1.80 per centum of the wages (as so de-
fined) paid after December 31, 1999, and so reported,”.

(b) ALLOCATION WITH RESPECT TO SELF-EMPLOYMENT IN-
COME.—Section 201(b)(2) of such Act (42 U.S.C. 401(b)2)) is
amended striking “(0) 1.20 per centum” and all that follows
through “December 31, 1999,” and inserting “(0) 1.20 per centum of
the amount of self-employment income (as so defined) so reported for
any taxable year beginning after December 31, 1989, and before
January 1, 1994, (P) 1.88 per centum of the amount of self-employ-
ment income (as so defined) so reported for any taxable year begin-
ning after December 31, 1993, and before January 1, 1997, (§) 1.70
per centum of the amount of self-employment income (as so defined)
so reported for any taxable year beginning after December 31, 1996,
and before January 1, 2000, and (R) 1.80 per centum of the amount
of self-employment income (as so defined) so reported for any tax-
able year beginning after December 31, 1999,”.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply with respect to wages paid after December 31, 1993, and
self-employment income for taxable years beginning after such date.

(d) STUDY ON RISING COSTS OF DISABILITY BENEFITS.—
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(1) IN GENERAL.—As soon as practicable after the date of
the enactment of this Act, the Commissioner of Social Security
shall conduct a comprehensive study of the reasons for rising
costsd payable from the Federal Disability Insurance Trust
Fund. '

(2) MATTERS TO BE INCLUDED IN STUDY.—In conducting the
study under this subsection, the Commissioner of Social Secu-
rity shall—

(A) determine the relative importance of the following

};f‘zcttz's in increasing the costs payable from the Trust

und:

(i) increased numbers of applications for benefits;

(ii) higher rates of benefit allowances; and

(iti) decreased rates of benefit terminations; and

(B) identify, to the extent possible, underlying social,

economic, demographic, programmatic, and other trends re-
sponsible for changes in disability benefit applications, al-
lowances, and terminations.

(3) REPORT.—Not later than October 1, 1995, the Commis-
sioner of Social Security shall transmit a report to the Commit-
tee on Ways and Means of the House of Representatives and the
Committee on Finance of the Senate setting forth the results of
the study conducted under this subsection, together with any
recommendations for legislative changes which the Commis-
sioner determines appropriate.

SEC. 4. NONPAYMENT OF BENEFITS TO INCARCERATED INDIVIDUALS
AND INDIVIDUALS CONFINED IN CRIMINAL CASES PURSU-

ANT TO CONVICTION OR BY COURT ORDER BASED ON
FINDINGS OF INSANITY.

(a) IN GENERAL.—Section 202(x) of the Social Security Act (42
U.S.C. 402(x)) is amended—

(1) in the heading, by inserting “and Certain Other Inmates
of Publicly Funded Institutions” after “Prisoners”:.

(2) by striking “(x)(1) Notwithstanding” and all that follows
through the end of paragraph (1) and inserting the following:
“(x)(1)(A) Notwithstanding any other provision of this title, no

monthly benefits shall be paid under this section or under section
22.13 to any individual for any month during which such individ-
ual— :

“(i) is confined in a jail, prison, or other penal institution
or correctional facility pursuant to his conviction of an offense
punishable by imprisonment for more than 1 year (regardless of
the actual sentence itmposed), or

“(ii) is confined by court order in an institution at public
expense in connection with—

“I) a verdict or finding that the individual is guilty
but insane, with respect to an offense punishable by impris-
onment for more than 1 year,

“(II) a verdict or finding that the individual is not
guilty of such an offense by reason of insanity,

“(I11) a finding that such individual is incompetent to
stand trial under an allegation of such an offense, or
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“(IV) a similar verdict or finding with respect to such
an offense based on similar factors (such as a mental dis-
ease, a mental defect, or mental incompetence,).

“(B)(i) For purposes of clause (i) of subparagraph (A), an indi-
vidual shall not be considered confined in an institution comprising
a jail, prison, or other penal institution or correctional facility dur-
ing any month throughout which such individual is residing out-
side such institution at no expense (other than the cost of monitor-
ing) to such institution or the penal system or to any agency to
which the penal system has transferred jurisdiction over the indi-
vidual. |

“(ii) For purposes of clause (ii) of subparagraph (A), an individ-
ual confined in an institution as described in such clause (ii) shall
be treated as remaining so confined until—

“(I) he or she is released from the care and supervision of
such institution, and

“(II) such institution ceases to mzet the individual’s basic
living needs.”;

and
(3) in paragraph (3), by striking “any individual” and all

that follows and inserting “any individual who is confined as
described in paragraph (1) if the confinement is under the juris-
diction of such agency and the Commissioner of Social Security
requires such information to carry out the provisions of this sec-
tion.”.

(b) EFFECTIVE DATE.—The amendments made by this section
shall apply with respect to benefits for months commencing after 90
days after the date of the enactment of this Act.

SEC. 5. ADDITIONAL DEBT COLLECTION PRACTICES.

(a) IN GENERAL.—Section 204 of the Social Security Act (42
U.S.C. 404) is amended by adding at the end the following new sub-
section:

“(f)(1) With respect to any delinquent amount, the Commis-
sioner of Social Security may use the collection practices described
in sections 3711(f), 3716, and 3718 of title 31, United States Code,
as in effect on October 1, 1994.

“(2) For purposes of paragraph (1), the term ‘delinquent
amount’ means an amount— '

l “(A) in excess of the correct amount of payment under this

title;

“(B) paid to a person after such person has attained 18
years of age; and

“(C) determined by the Commissioner of Social Security,
under regulations, to be otherwise unrecoverable under this sec-
tioln after such person ceases to be a beneficiary under this
title.”.

(b) CONFORMING AMENDMENT.—Section 3701(d) of title 31,
United States Code, is amended by inserting “, except to the extent
provided under section 204(f) of such Act (42 U.S.C. 404(f)),” after
“the Social Security Act (42 U.S.C. 301 et seq.)”.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to collection activities begun on or after the date of the
enactment of this Act and before October 1, 1999.
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SEC. 6. NURSING HOMES REQUIRED TO REPORT ADMISSIONS OF SSI
RECIPIENTS.

(@) IN GENERAL.—Section 1631(e)(1) of the Social Security Act
(42 U.S.C. 1383(e)(1)) is amended by adding at the end the follow-
ing new subparagraph:

“(C) For purposes of making determinations under section
1611(e), the requirements prescribed by the Commissioner of Social
Security pursuant to subparagraph (A) of this paragraph shall re-
quire each administrator of a nursing home, extended care facility,
or intermediate care facility, within 2 weeks after the admission of
any eligible individual or eligible spouse receiving benefits under
this title, to transmit to the Commissioner a report of the admis-
sion.”.

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall apply to admissions occurring on or after October 1, 1995.

SEC. 7. RULE OF CONSTRUCTION.

Until March 31, 1995, any reference in this Act (other than sec-
tion 3(d)) or any amendment made by this Act to the Commissioner
of Social Security shall be deemed a reference to the Secretary of
Health and Human Services.

And the Senate agree to the same.

SaM GIBBONS,
DAN ROSTENKOWSKI,
J.J. PICKLE,
ANDREW JACOBS, Jr.,
HAROLD FORD,
BILL ARCHER,
JIM BUNNING,
RICK SANTORUM,
Managers on the Part of the House

DANIEL PATRICK MOYNIHAN,
Max Baucus,
JOHN BREAUX,
BoB PACKWOOD,
BoB DOLE,
Managers on the Part of the Senate.



JOINT EXPLANATORY STATEMENT OF THE COMMITTEE OF
CONFERENCE

The managers on the part of the House and the Senate at the
conference on the disagreeing votes of the two Houses on the
amendment of the Senate to tﬁe bill (H.R. 4278) to make improve-
ments in the old-age, survivors, and disability insurance program
under title II of the Social Security Act, submit the following joint
statement to the House and the Senate in explanation of the effect
of the action agreed upon by the managers and recommended in
the accompanying conference report:

The Senate amendment struck all of the House bill after the
enacting clause and inserted a substitute text.

The House recedes from its disagreement to the amendment of
the Senate with an-amendment that is a substitute for the House
bill and the Senate amendment. The differences between the House
bill, the Senate amendment, and the substitute agreed to in con-
ference are noted below, except for clerical corrections, conforming
changes made necessary by agreements reached by the conferees,
and minor drafting and clerical changes.

SociaL SECURITY DOMESTIC EMPLOYMENT REFORM ACT OF 1994

1. SIMPLIFICATION OF EMPLOYMENT TAXES ON DOMESTIC SERVICES
(SEC. 2 OF HOUSE BILL AND SEC. 2 OF SENATE AMENDMENT)

Present law

Individuals who hire domestic employees such as baby-sitters,
housekeepers, and yard workers are required to withhold and pay
employment taxes when the worker’s wages exceed certain thresh-
olds. (Individuals who hire domestic workers who are properly clas-
sified as independent contractors to provide these services are ex-
cluded from these requirements.) For Social Security, the wage
threshold is reached, generally, when an employer pays $50 or
more per quarter to a domestic employee.

However, wages paid to domestic employees hired by farm op-
erators are subject to the thresholds that are used for determining
coverage for agricultural employees. For these employees, the wage
threshold is reached if either (1) the farm operator’s total farm pay-
roll for a year is $2,500 or more, or (2) the wages paid to an em-
ployee in a year are $150 or more. (This latter test applies only if
the farm operator’s total payroll for a year is less than $2,500.)

For Federal unemployment imsurance (FUTA), the threshold is
reached when an employer pays $1,000 or more in a calendar quar-
ter to one or more domestic employees.

When the $50 threshold is reached, the employer must file a
quarterly report (Form 942) with the Internal Revenue Service,
submitting with it the required Social Security tax for both the em-
ployer and the employee. The employer must also provide the em-

9)
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ployee and the Social Security Administration with a Wage and
Tax Statement (Form W-2) at the end of the year. When the
$1,000 unemployment insurance wage threshold is reached in any
calendar quarter, the employer must file a report (Form 940) with
the IRS at the end of the year, submitting the required tax.

In addition, employers of domestic workers must: notify em-
ployees who may be eligible for the earned income tax credit of the
existence of this credit; withhold income tax if the employee re-
quests it and the employer agrees; file and pay State unemploy-
ment insurance tax in each quarter in which the State unemploy-
ment insurance wage threshold (equal to the $1,000 Federal
threshold in 45 States) is reached; and, in some States, report
wages paid to domestic employees to the State for purposes of State
income tax.

House bill
Reporting

The bill requires individuals who employ only domestic work-
ers to report on a calendar-year basis any Social Security or Fed-
eral unemployment tax obligations for wages paid these workers
and authorizes the Secretary of the Treasury to revise Federal
Form 1040 to enable such employers to report both taxes on their
own Federal income tax returns.

The bill also requires the Secretary of the Treasury to provide
to domestic employers a comprehensive package of informational
materials, including all requirements of Federal law and a notifica-
tion that they may also be subject to State unemployment insur-
ance and workers compensation laws.

Threshold

The bill changes the threshold for withholding and paying So-
cial Security taxes on domestic workers from $50 per quarter to
$1,250 annually in 1995.

Indexing

The bill indexes the threshold for increases in average wages
in the economy, rounded to $50 increments.

Farm service
The bill does not apply to domestic service on a farm.

Estimated taxes

The bill includes domestic employers’ Social Security and Fed-
eral unemployment taxes in estimated tax provisions. Employers
may satisfy their tax obligations through regular estimated tax
payments or increased tax withholding from their own wages.

State unemployment

The bill authorizes the Secretary of the Treasury to enter into
agreements with States to collect State unemployment taxes in the
manner described above.
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Age limitation

No provision.

Effective date.—Generally applies to remuneration paid in cal-
endar years beginning after 1994.

The bill adjusts the Social Security tax threshold retroactively
to $1,150 for 1993 and to $1,200 for 1994. No underpayment of
taxes could be assessed (or, if assessed, could be collected), effective
on or after the date of enactment. No refunds would be provided.

Senate amendment
Reporting
Same as House bill.

Threshold

The amendment changes the threshold from $50 per quarter to
an annual threshold equal to the amount required for one quarter
of Social Security coverage (estimated to be $630 in 1995).

Indexing

Same as House bill, except the amendment would use a tech-
nically different indexing mechanism.

Farm service
The amendment applies to domestic service on a farm.

Estimated taxes

Same as House bill, except no estimated tax penalty would
apply to an underpayment of these taxes if they were paid on or
bef(1>re April 15 (or the date the return of the employer is filed, if
earlier.)

State unemployment
Same as House bill.

Age limitation

The amendment exempts from Social Security taxes any wages
paid to a worker for domestic services performed in any year dur-
ing which the worker is under the age of 18.

Effective date.—Generally applies to remuneration paid in cal-
endar years beginning after 1994 (same as House bill). Exemption
for workers under the age of 18 applies to services performed in
calendar years beginning after 1994. '

No provision with respect to retroactive adjustment of the
threshold for 1993 and 1994.

Conference agreement

-

Reporting

The conference agreement follows the House bill and the Sen-
ate amendment.

The Secretary of the Treasury continues to have regulatory au-
thority to allow States to pay the employment taxes for certain
public assistance recipients who employ household workers. Sev-
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eral States have agreements under which the State handles the ap-
propriate Federal employment taxes for household workers em-
ployed by public assistance recipients under State programs.

Threshold

¢ Oggle conference agreement provides that the threshold is
1,000.

Indexing

The conference agreement follows the House bill and the Sen-
ate amendment by indexing the $1,000 threshold. Indexing will
occur in $100 increments, rounded down to the nearest $100.

Farm service
The conference agreement follows the Senate amendment.
Estimated taxes

The conference agreement follows the House bill, except that
estimated tax penalties will not apply to amounts affected by the
conference agreement until 1998. The conferees intend that the In-
ternal Revenue Service disseminate the informational materials re-
quired by the statute so that taxpayers will be fully apprised of the
provisions of the conference agreement (including the provision re-
lated to estimated taxes).

Individuals not required to make estimated tax payments (in-
cluding by having income taxes withheld from their wages) are not
required to begin making estimated tax payments (or wage with-
holding) solely as a consequence of the conference agreement. Indi-
viduals otherwise required to make estimated tax payments (in-
cluding by having income taxes withheld from their wages) are re-
quired, after 1997, to include amounts affected by the conference
agreement in those estimated tax payment (or wage withholding).

State unemployment

The conference agreement follows the House bill and the Sen-
ate amendment.

Age limitation

The conference agreement follows the Senate amendment, ex-
cept that the exemption for workers under the age of 18 would not
apply to individuals whose principal occupation is household em-
ployment. Being a student is considered to be an occupation for
purposes of this test. Thus, for example, the wages of a student
who is 16 years old who also babysits will be exempt from the re-
porting and payment requirements, regardless of whether the
amount of wages paid is above or below the threshold. On the other
hand, for example, the wages of a 17 year-old single mother who
leaves school and goes to work as a domestic to support her family
will be subject to the reporting and payment requirements; she wiil
consequently obtain Social Security coverage with respect to those
wages.

Effective date.—The $1,000 threshold is effective for calendar
year 1994. The simplified reporting system, as well as the other
provisions of the conference agreement, are effective January 1,
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1995. Refunds would be given for payroll taxes on wages paid in
1994 when the total wages that an employee receives from an em-
ployer are below the $1,000 threshold.

There will be no loss of Social Security wage credits with re-
spect to amounts refunded for 1994. To provide information report-
ing to ensure that there is no loss of credits, an employer who
would have been required to file a Form W-2 (without regard to
the enactment of these provisions) will continue to be required to
do so, and will be required to report wages paid for the whole year
in the “social security wages” box, even though the employer will
receive a refund of any Social Security taxes paid. -

Example 1.—Assume Employer A pays domestic employee R
$500 in wages for calendar year 1994. A has been making quarterly
payments of the payroll taxes due on these wages. A will not be
required to make any further quarterly payments of payroll taxes
with respect to 1994 that are due on or after the date of enactment
of the conference agreement. A can obtain a refund of payroll taxes
previously paid. Employee R will get Social Security credit with re-
spect to the $500 of wages.

Example 2.—Assume Employer B pays a domestic employee
$1,500 in wages for calendar year 1994. B has been make quarterly
payments of the payroll taxes due on these wages. B must continue
t% S;nake quarterly payments of payroll taxes to the remainder of
1994.

Example 3.—Assume Employer A will pay domestic employee
R $500 in wages for calendar year 1995. Because the amount of
these wages is below the $1,000 threshold, A is not subject to re-
porting.

Example 4.—Assume Employer B will pay domestic employee
S $1,500 in wages for calendar year 1995. Because the amount of
these wages is above the $1,000 threshold, B is subject to report-
ing.

2. REALLOCATION OF A PORTION OF THE OLD-AGE AND SURVIVORS IN-
SURANCE PAYROLL TAX TO THE DISABILITY INSURANCE TRUST FUND
(SEC. 3 OF THE HOUSE BILL)

Present law

Employees and employers each pay a Social Security payroll
tax of 7.65 percent of earnings up to a specified ceiling. The self-
employed pay at the combined employee-employer rate. The em-
ployee and the employer share of the payroll tax is allocated.to the
Old-Age and Survivors Insurance (OASI), the Disability Insurance
(DI), and the Hospital Insurance (HI) programs at the following
rates:

OASI tax rate D! tax rate HI tax rate

Calendar years (percent) (perceat) (percent)

1994-99 5.60 0.60 145
2000 0n ... . . 5.49 0.71 1.45

House bill

The provision would increase the employee and the employer
rate of tax for the DI program from 0.6 percent to 0.94 percent,
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with commensurate reduction of the rate of the OASI tax. Begin-
ning in 2000, the DI tax rate would be reduced to 0.90 percent,
with a commensurate increase of the rate of the OASI tax. The rate
of tax would be:

OASH tax rate DI tax rate Hi tax rate

Calendar years (percent) (percent) (percent)

1998-99 ..o, 5.26 0.94 1.45
2000 00 ..o 5.30 0.90 1.45

In addition, the Secretary of Health and Human- Services
would be required to conduct a comprehensive study of the reasons
for rising costs in the DI program. The study would determine the
relative importance of: (a) increased numbers of applications for
benefits, (b) higher rates of benefit allowances, and (c) decreased
rates of benefit terminations in increasing DI program costs. It
would also identify, to the extent possible, underlying social, eco-
nomic, demographic, programmatic, and other trends responsible
for changes in DI applications, allowances, and terminations. No
later than December 31, 1995, the Secretary would be required to
issue a report to the House Committee on Ways and Means and
the Senate Committee on Finance summarizing the results of the
study and, if appropriate, making legislative recommendations.

Effective date.—The provision would apply to wages paid after
December 31, 1993, and to self-employment income for taxable
years beginning after this date.

Senate amendment
No provision.

Conference agreement

The conference agreement follows the House provision, with an
amendment making the allocation to the DI trust fund 0.85 percent
of payroll for the employer and employee, each, for the years 1997—
99. The resulting tax rates are:

Catendar years 0AS| tax rate DI tax rate Hi tax rate

{(percent) (percent) (percent)
1994-96 5.26 0.94 1.45
1997-99 ..., 5.35 0.85 1.45
2000 on ......oeoeeen. 5.30 0.90 1.45

The Commissioner of Social Security would be required to pro-
vide the study by October 1, 1995. The conferees understand that
the Social Security Administration may not have sufficient data to
provide as full a report as the Congress may want by the October
1 due date. The conferees expect that the Commissioner will sup-
plement the October 1 report with any subsequent findings and
recommendations that the Commissioner may wish to make no
later than December 31, 1995.
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3. LIMITATION ON PAYMENTS TO INCARCERATED CRIMINALS AND
CRIMINALLY INSANE INDIVIDUALS CONFINED TO INSTITUTIONS BY
COURT ORDER AT PUBLIC EXPENSE (SEC. 4 OF THE HOUSE BILL AND
SEC. 4 OF THE SENATE AMENDMENT)

Present law

Generally, Social Security benefits may not be paid to any indi-
vidual who is confined in a penal institution pursuant to a felony
conviction. (This provision does not apply to an individual who is
actively and satisfactorily participating in a rehabilitation program
which has been specifically approved for the individual by a court
of law and, as determined by the Secretary, is expected to result
in the individual being able to engage in substantial gainful activ-
ity upon release and within a reasonable time.) Benefits to quali-
fied family members of incarcerated felons continue to be paid.

When an individual is confined to a public institution pursuant
to verdict related to a felony offense for which he or she was found
to be not guilty by reason of insanity, the Social Security Act pro-
vides no limitation on benefit payments.

House bill

The provision would:

Apply the limitation on Social Security benefit payments,
which currently applies only to incarcerated felons, to all indi-
viduals convicted of an offense punishable by imprisonment for
more than one year;

Repeal the exception to the limitation for inmates partici-
pating in court-approved rehabilitation; and

Extend the limitation to criminally insane individuals who
are confined to institutions by court order at public expense in
connection with an offense punishable by imprisonment of
more than one year. The court order must be issued pursuant
to a verdict of guilty but insane, a verdict of not guilty by rea-
son of insanity, a finding of incompetence to stand trial, or a
similar verdict or finding based on similar factors (such as
mental disease, mental defect, or mental incompetence).

The limitation would continue to apply until such time as the
individual is unconditionally released from the care and super-
vision of the institution to which he or she was confined and the
inst(iltution ceases to meet the cost of the individual’s basic living
needs.

A similar limitation would be placed on Medicare Part A hos-
pital insurance (as well as on Medicare Part B supplemental medi-
cal insurance in cases where eligibility for Part B is conditioned on
eligibility for Part A).

To enforce the ban, the Secretary of Health and Human Serv-
ices would be authorized to require from institutions the names
and Social Security numbers of the individuals confined there
under the conditions described above.

Effective date.—The provision would apply to benefits for
months commencing after 90 days after enactment and with re-
spect to items and services provided after this 90-day period.
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Senate amendment

The amendment would suspend payment of any Social Security
benefit payable under title II of the Social Security Act to any indi-
vidual while confined in any public institution, if the individual
had been found guilty of a felony offense but insane, or not guilty
of a felony offense by reason of insanity or other similar disorder.
Federal or State agencies having jurisdiction over institutions
where such individuals are confined would be required to furnish
such information as the Secretary of Health and Human Services
may require to carry out this provision. .

Effective date.—The provision would apply with respect to ben-
efits for months commencing after 90 days after enactment.

Conference agreement

The conference agreement generally follows the House provi-
sion, modified to:

(1) maintain the current exception for prisoners in court-
approved rehabilitation;

(2) maintain Medicare eligibility for individuals whose
cash benefits have been suspended due to their confinement;

(3) provide that benefits will be reinstated to individuals
who are released from an institution to which they were com-
mitted pursuant to an insanity verdict, so long as the institu-
tion ceases to meet the individual’s basic living needs; and

(4) provide that an individual is not to be treated as con-
fined to a prison or other penal institution during any month
throughout which he or she resides outside such institution at
no expense (other than the cost of monitoring) to the institu-
tion or the penal system (or, if the penal system has trans-
ferred jurisdiction over the individual to another agency, at no
expense to the institution, the penal system, or that agency).

The fourth modification addresses an issue that has arisen be-
cause of the development of highly sophisticated electronic surveil-
lance technology. Relying on such technology, courts and prisons
are confining growing numbers of individuals to their homes, where
they can now be effectively monitored. SSA’s policy response to this
practice is two-fold: In cases where an individual is confined to
home by court order, the agency will resume ayment of monthly-
benefits. However, in cases where an individual is confined to home
without such an order (e.g., because of crowding in a prison), SSA
continues to suspend benefits.

The conferees disagree with SSA’s policy in the second in-
stance. The conferees believe that payments should be resumed for
any month in which a prisoner resides outside 2 correctional facil-
ity at no expense (other than the.cost of monitoring) to the penal
system.

4. ADDITIONAL DEBT COLLECTION PROCEDURES (SEC. 3 OF THE SENATE
AMENDMENT)

Present law

The Omnibus Budget Reconciliation Act of 1990 permits the
Social Security Administration to collect overpaid Social Security
benefits from former beneficiaries by reducing these individuals’
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Federal tax refunds when other efforts to collect the overpayment
have failed.

In addition, certain debt collection procedures are available for
use by most Federal agencies. Those include provisions enabling
Federal agencies to recover debts owed to them by offsetting other
Federal payments to which the debtor may be entitled (called “ad-
ministrative offset”); to report delinquent debtors to credit report-
ing agencies; and to contract with private debt collection agencies
to recover delinquent debt. The Social Security Administration
ngSA) is prohibited from using these three debt collection proce-

ures.

House bill
No provision.

Senate amendment

SSA would be authorized to use three procedures that are
available to other Federal agencies: administrative offset, reporting
delinquent debtors to credit reporting agencies, and contracting
with private debt collection agencies.

These procedures would be available for use only for the pur-
pose of recovering any delinquent amount owned by former Social
Security beneficiaries who were paid benefits not due. The term
“delinquent amount” is defined to mean an amount (1) in excess of
the correct amount of payment under title II of the Social Security
Act, (2) paid to a person after the person has attained age 18, and
(3) determined by the Secretary, under regulations, to be otherwise
unrecoverable.

Effective date.—The provision would apply to collection activi-
ties begun on or after the date of enactment and before October 1,
1999.

Conference agreement _
The conference agreement follows the Senate amendment.

5. NURSING HOMES REQUIRED TO REPORT ADMISSIONS OF SSI
RECIPIENTS (SEC. 5 OF THE SENATE AMENDMENT)

Present law

Supplemental Security Income recipients, or their representa-
tive payees, are required to report to the Social Security Adminis-
tration any change in the recipient’s status (e.g., income, resources,
living arrangements) that may affect the amount of benefits to
which the recipient is entitled. Generally, when an SSI recipient
enters a nursing home for an extended period, and payment for the
recipient’s care is being provided by Medicaid, the amount of the
recipient’s SSI benefit is reduced to no more than $30 per month,
beginning with the first full month of residence. Because nursing
home admissions are not always reported promptly to SSA, some
SSI recipients receive more benefits than they are entitled to re-
ceive in the months following their admission.

House bill
No provision.
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Senate amendment

Nursing home administrators would be required to report to
SSA the admission of any SSI recipient within two weeks of the re-
cipient’s admission, so that SSA can make timely adjustment in the
amount of the recipient’s SSI benefit.

Effective date.—The provision is effective for admissions to
nursing homes occurring on or after October 1, 1995.

Conference agreement

The conference agreement follows the Senate amendment.
SAM GIBBONS,
DAN ROSTENKOWSKI,
J.J. PICKLE,
ANDREW JACOBS, Jr.,
HAROLD FORD,
BILL ARCHER,
JIM BUNNING,
RICK SANTORUM,
Managers on the Part of the House.

DANIEL PATRICK MOYNIHAN,
MAXx BAucus,
JOHN BREAUX,
BoB PACKWOOD,
BoB DOLE,
Managers on the Part of the Senate.
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CONFERENCE REPORT ON H.R. 4278,
SOCIAL SECURITY DOMESTIC
EMPLOYMENT REFORM ACT OF
1994

Mr, GIBBONS submitted the follow-
ing conference report and statement on
the bill (H.R. 4278) to make improve-
ments in the old-age, survivors, and
disability insurance program under
title II of the Social Security Act:

CONFERENCE REPORT (H. REPT. 103-842)

The committee of conference on the dis-
agreeing votes of the two Houses on the
amendment of the Senate to the bill (H.R.
4278), to make improvements in the old-age.
survivors, and disability insurance program
under title I of the Social Security Act.
having met, after full and free conference,
have agreed to recommend and do rec-
ommend to their respective Houses as fol-
lows:

That the House recede from its disagree-
ment to the amendment of the Senate and
agree to the same with an amendment as fol-
lows:

In lieu of the matter proposed to be in-
serted by the Senate amendment. insert the
. following:

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Social Security
Domestic Employment Reform Act of 1994°".

"SEC. 2. SIMPLIFICATION OF EMPLOYMENT TAXES
ON DOMESTIC SERVICES.

(a) THRESHOLD REQUIREMENT FOR SOCIAL SE-
CURITY TAXES.—

(1) AMENDMENTS OF
CODE.—

(A) GENERAL RULE —Subparagraph (B) of sec-
sion 3121(a)(7) of the Internal Revenue Code of
1986 (defining wages) is amended to read as fol-
lows:

**(B) cash remuneration paid by an employer
in any calendar year to an employee for domes-
tic service in a private home of the emplover (in-
cluding domestic service described in subsection
(3)(3)). if the cash remuneration paid in such
year by the emplover to the emplovee for such
service is less than the applicable dollar thresh-
old (as defined in subsection (1)) for such
vear:”

INTERNAL REVENUE

CONGRESSIONAL RECORD—HOUSE

(B) APPLICABLE DOLLAR THRESHOLD.—Section
3121 of such Code is amended by adding at the
end thereof the following new subsection:

() APPLICABLE DOLLAR THRESHOLD.—For
purposes of subsection (a)(7)(B). the term ‘appli-
cable dollar threshold' means $1.000. In the case
of calendar years after 1995, the Commissioner
of Social Security shall adjust such $1.000
amount at the same time and in the same man-
ner as under section 215(a)(1)(B)(ii) of the Social
Security Act with respect to the amounts re-
ferred to in section 215(a)(1)(B)(i) of such Act,
ezcept that, for purposes of this paragraph. 1993
shall be substituted {or the calendar year re-
ferred to in section 215(a)(1)(B)ii)(1l) of such
Act. If any amount as adjusted under the pre-
ceding sentence is not a multiple of $100. such
amount shall be rounded to the next lowest mul-
tiple of $100."".

(C) EMPLOYMENT OF DOMESTIC EMPLOYEES
UNDER AGE 18 EXCLUDED FROM COVERAGE.—SecC-
tion 3121(b) of such Code (defining employment)
is amended—

(i) by smkmy “or at the end of paragraph
(19).

(ii) by striking the perlod at the end 0f para-
graph (20) and inserting **; or’", and

(iii) by adding at the end the Iallowmy new
paragraph:

*‘(21) domestic service in a private home of the
employer which—

*'(A) is performed in any year by .an individ-
ual under the age.of 18 during any portion of
such year: and

*(B) is not the principal occupation of such
employee.”.

(D) CONFORMING AMENDMENTS~The second
sentence of section 3102(a) of such Code .is
amended—

(i) by striking ‘‘calendar quarter” each place
it appears and inserting ‘‘calendar year’’, and

(ii) by striking ‘850'* and inserting ‘‘the appli- "
cable dollar threshold (as- delmed ‘in sectum
3121(x)) for such year”, = .-

(2) AMENDMENT OF SOCIAL sscvmv ACT.—

(A) GENERAL RULE.—Subparagraph (B) of sec-
tion 20%(a)X6) of :the Social Security Act (42
U.Ss.C. 409(a)(6)(8)) is amended to read as fol--
lows: ..

‘(B) Cash mnuneranon paid dy an employer

in any calendar year to an employee for domes—

tic service in a private home of the employer (in-
cluding domestic service in section
210()(5)). if the cash remuneration paid in such
year by the employer to the employee for such
service i8 less than the applicable dollar thresh-

old (as defined in section 3121(x) of the Internal

Revenue Code of 1986) for such year.”’. .

(B) EMPLOYMENT OF DOMESTIC EMPLOYEES
UNDER AGE 18 EXCLUDED FROM COVERAGE.—Sec-
tion 210(a) of such Act (42 U.S.C. 410(a)) is
amended—

(i) by striking *‘or'* at the end of paragraph
(19).

(ii) by striking the period at the end of para-
graph (20) and inserting **; or'’, and

(iii) by adding at the end the following new
paragraph:

**(21) Domestic service in a pxvate Lorie of the
employer which—

*(A) is performed in any year by an individ-

"ual under the age of 18 during any portion of

such year: and

**(B) is not the principal occupation of such
emplovee."".

(3) EFFECTIVE DATES —

(A) IN GENERAL.—Ezxcept as provided in sub-
paragraph (B). the amendments made by this
subsection shall apply to remuneration paid
after December 31, 1993.

(B) EXCLUDED EMPLOYMENT.—The amend-
ments made by paragraphs (1)(C) and (2)(B)
shalt apply to services performed after December
31, 1994.

(4) NO LOSS OF SOCiAL SECURITY COVERAGE
FOR 19%4: CONTINUATION OF W-2 FILING REQUIRE-
MENT.—Notwithstanding the amendments made
by this subsection. if the wages (as defined in
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section 3121(a) of the Internal Revenue Code of
1986) paid during 1994 to an employee for domes-
tic service in @ private home of the employer are
less than $1.000—

(A) the employer shall file any return or state-
ment required under section 6051 of such Code
with respect to such wages (determined without
regard to such amendments), and

(B) the employee shall be entitled to credit
under section 209 of the Social Security Act with
respect to any such wages required to be in-
cluded on any such return or statement.

(b) COORDINATION OF COLLECTION OF DOMES-
TIC SERVICE EMPLOYMENT TAXES WiTH COLLEC-
TION OF INCOME TAXES.—

(1) IN GENERAL.—Chapter 25 of the Internal
Revenue Code of 1986 (relating to general provi-
sions relating to employment tazes) is amended
by adding at the end thereof the following new
section: .

*SEC. 3510. COORDINATION OF COLLECTION OF
DOMESTIC SERVICE EMPLOYMENT
TAXES WITH COLLECTION OF IN-
COME TAXES.

‘“(a) GENERAL RULE.—Ezxcept as othenme
provided in this section—

‘“(1) returns with vespect to domestic service
employment taxes shall be made on a calendar
year basis,

‘“(2) any such retura for any calendar year-
shall be filed on or before the 15th day of the
fourth month following.the close of the employ-
er's taxabdle year whxch bemns m such calendar
year, and -

*“(3) no requirement to make deposits (or to
pay installments under section 6157) shall apply
with respect to such tares, -

**(b) DOMESTIC SERVICE EMPLOYMENT TAXES
SUBJECT TO ESTIMATED TAX PROVISIONS.—

‘(1) IN GENERAL.—Solely for purposes of sec-
tion 6654, domestic service employment tazres im-
posed with respect to any calendar year shall be
treated as a tar imposed by chapter 2 for the
taxabdle year of the employer which begins in
such calendar year,. .-

*'(2) EMPLOYERS NOT omsnw:ss Rsovmso 70
MAKE ESTIMATED PAYMENTS.—Paragraph (1)
shall not apply to any employer for any cal-
endar year if—

*(A) no credit for wage withholding is al-
lowed under section 3! to such employer for the
taxable year of the employer which begins in
such calendar year, and

‘(B) no addition to tar would (but for this
section) be imposed under section 6654 for such
tazable year by reason of section 6654(e).

‘‘(3) ANNUALIZATION.—Under regulations pre-
scribed by the Secretary..appropriate adjust-
ments shall be made in the application of section
6654(d)(2) in respect of the amount treated as
taz under paragraph (1).

‘‘(4) TRANSITIONAL RULE.—In the case of any
tazable year beginning before January 1, 1998.
no addition to tar shall be made under section
6654 with respect to any underpayment to the
extent such underpayment was created or in-
creased by this section.

‘(c) DOMESTIC  SERVICE  EMPLOYMENT
TAXES.—For purposes of this section, the term
‘domestic service employment tazes' means—

‘(1) any tarxes imposed by chapter 21 or 23 on
remuneration paid for domestic service in a pri-
vate home of the employer. and

‘“(2) any amount withheld from such remu-

neration pursuant to an agreement under sec-
tion 3402(p).
For purposes of this subsection, the term ‘domes-
tic service in a private home of the employer’ in-
cludes domestic service described in section
3121(g)(5).

‘‘(d) EXCEPTION WHERE EMPLOYER LIABLE
FOR OTHER EMPLOYMENT TAXES.—~T0 the extent
provided in regulations prescribed dy the Sec-
retary. this section shall not apply to any em-
plover for any calendar year if such employer is
liable for any tar under this subtitle with re-
spect to remuneration for services other than do-
mestic service in a private home of the emplover
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"'(e) GENERAL REGULATORY AUTHORITY.—The
Secretary shall prescribe such regulations as
may be necessery or appropriate to carry out
the purposes of this section. Such regulations
may treat domestic service employment tares as
tares imposed by chapter 1 for purposes of co-
ordinaing the assessment and collection of such
emplcyment tazes with the assessment and col-
lection of domestic employers’ income tazres.

“(f) ACTHORITY TO ENTER INTO AGREEMENTS
TO COLLECT STATE UNEMPLOYMENT TAXES,—

(1) IN GENERAL.~The Secretary is hereby au-
thorized to enter into an agreement with any
State to collect, as the agent of such State, such
State's unemployment tares imposed on remu-
neration paid for domestic service in a private
home of the employer. Any tazes to be collected
by the Secretary pursuant to such an agreement
sholl be treated as domestic service employment
tares for purposes of this section.

*(2) TRANSFERS TO STATE ACCOUNT —Any
amount collected under an agreement referred to
in paragraph (1) shall be transferred by the Sec-
retary to the account of the State in the Unem-
ployment Trust Fund.

*(3) SUBTITLE F MADE APPLICABLE.—For pur-
poses of subtitle F, any amount required to be
collected under an agreement under paragraph
(1) shall be treated as a tar imposed by chapter
23

*'(4) STATE.—For purposes of this subsection,
the term ‘State’ has the meaning piven such
term by section 3306(§)(1;."".

(2) CLERICAL AMENDMENT.~The table of sec-
tions for chapter 25 of suck Code is amended by
adding at the end thereof the Jollowing:

*“Sec. 3510. Coordination of collection of domes-
tic service employment tazes with
collection of tncome tazes.",

(3) EFFECTIVE DATE.~The amendments made
by this subsection shall apply to remuneration
paid in calendar years begtnning after December
31, 1994.

(4} EXPANDED INPORMATION TO EMPLOYERS.—
The Secretary of the Treasury or the Secretary’s
delegate shall prepare and make availzhle infor-
mation on the Federal tar obligations of employ-
ers m:mmmmmmam-
tic service in a private home of the emploper.
Such information shali also include o statement
that such employers may have obligations with
respect to such employees under State laws re-
lating to unemployment insurance and workers
compensation,

SEC. 3. ALLOCATIONS TO FEDERAL DISABILITY

INSURANCE TRUST FUND.

(@) ALLOCATION WITR RESPECT TO WAGES.—
Section 201(b)(1) of the Social Security Act (42
U.S.C. 401(b)(1}) is amended by striking *“(O)
1.20 per centum” and all that follows through
“December 31, 1999, and so reported,” and in-
serting **(0) 1.20 per centum of the wages (as 30
defined) paid after December 31, 1989, and be-
fore January 1, 1994, and so reported, (P) 1.88
per centwmn of the wages fas so defired) paid
after December 31, 1993, and before January 1,
1997, and so reported, (Q) 1.70 per centum of the
wages (as so defined) paid after December 31,
1996, and before January 1,.2000, and so re-
ported. and (R) 1.80 per centum of the wages (as
so defined) paid after December 31, 1999, and so
reported,”’.

(b) ALLOCATION WITH RESPECT TO SELF-EM-
PLOYMENT INCOME.—Section 201(b)(2) of such
Act (32 US.C. 401(b)N2)) is amended striking
*(0) 1.20 per centum” and all that follows
throuoh ‘‘December 31, 1999, and -inserting
(0} 1.20 per centum of the amount of self-em-
ployment income (as So defined) so reported for
any taxable year beginning after December Jl,
1989, and bdefore January 1, 1994, (P) 1.88 per
Centum of the amount of self-employment in-
come (as so defined) so reported for any tarable
vecr beginning after December 31, 1993, and be-
fore January 1, 1997, (Q) 1.70 per centum of the
amount of self-employment income (as so de-
fined) sc reported for any tarable year begin-
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ning after December 31, 199, and before Janu-
ary 1, 2006, axd (R) 1.80 per centum of the
amount of self-employment income (a3 so de-
fined) so reported for ary tarable year begin-
ning after December 31, 1999,".

(c) EFFECTIVE DATE.~The amendments made
by this section shall apply with respect to wages
paid after December 31, 1993, and self-employ-
ment income for taxable years deginning after
such date.

(d) STCDY OX RISING COSTS OF DISABILITY
BENEFITS.—

(1) IN GENERAL.—As soon as practicable after
the date of the enactment of this Act, the Com-
missioner of Soctal Security shall conduct a
comprehensive study of the reasons for rising
costs payable from the Federal Disability nsur-
ance Trust Fund.

(2} MATTERS TO BE INCLUDED IV STUDY.—In
conducting tke study under tAis subsection, the
Commissioner of Social Security shall—

(A) determine the relatrve importance of the
Jollowing factors in increasing the costs payable
from the Trust Fund:

(i) increased numbers of applications for bene-
fits; :

(ii) higher rates of bemefit allowances; and

(i) decreased rates of bemefit terminations:
aend . -

(B) identify, to the estent possible, underiying
social, economic, demographic, programmatic,
and other trends responsible for changes in dis-
ability demefit applications, allowances, and ter-
mingtions.

(3) REPORT—Not later than October 1, 1985,
the Commissioner of Social Security shall trans-
mit a report to the Committee on Ways and
Means of the House of Representatives and the
Committee on Finance of the Senate setting
Jorth the results of the study conducted under

this subsection, together with any recommenda-

tions for legislative changes which the Commis-
sioner determiines appropriate.

SEC. 4. NONPAYMENT OF BENEFITS TO INCAR-
CERATED INDIVIDUALS AND INDJ

(a) IN GENERAL.—Section 202(x) of the Social
Security Act (42 U.S.C. 402(1)) is amended—

(1) in the heading, by inserting “‘and Certain
Other Inmates of Publicly Funded Institutions'
after *'Prisoners’";

(2) by striking **(z)(1) Notwithstanding” and
all.that follows through the end of paragraph
(1) and inserting the follorwing: :

*(z)N1)(A) Notwithstanding any other provi-
sion of this title, no monthly benefits shall de
paid under this section or under section 223 to
any individual for any month during whick
such individual— .

‘(i) is confined in a jail. prison. or other

penal institution or correctional facility pursu- -

ant to his conviction of an offense punishable
by imprisonment for more than 1 year (regard-
less of the actual sentence imposed), or

**(ii) is confined by court order in an institu-
tion at public ezpense in connection with—

(1) @ verdict or finding that the individual is
guilty but insane, with respect to an offense
punishabdle by imprisonment for more than 1
year,

*(11) a verdict or finding that the individual
is not guilty of such an ojfense by reason of in-
sanity,

(111} a finding that such individual is incom-
petent to stand trial under an cllegation of such
an offense, or

*(1V) a similar verdict or finding with respect
to such an offense based on stmilar factors (such
as a mental disease, a mental defect, or mental
incompetence).

*{B)(i) -For purposes of clause (i) of subpara-
graph (A). an individual shall not be considered
confined in an institution comprising a il
prison, or other penal institul:on oy correctional
Jacility during any month throuohaut which
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such individual is residing outside such institu-
tion at no erpense (ather than the cost of mon-
itoring) to such institution or the penal system
0T to any agency to which the penal system has
transferred jurisdiction over the individual.

*'(ii) For purposes of clause (ii) of subpara-
graph (A). an individual confired in an institu-
tion as described in such clause (ii) shall be
treated as remaining so confined until—

*(1) he or she is released from the care anfl su-
pervision of such institution, and

"'(11) such institution ceases to mect the indj-
vidual's dasic biving needs."":
and :

(3) in paragraph (3), by striking “any individ-
ual” and all that follows and inserting “‘any in-
dividual who is confined as deseribed in pare-
graph (1) if the confinement is under the juris-
diction of such agency and the Commissioner of
Social Security requires such information to
carvy out the provisions of thiy section.”.

(b) EFFECTIVE DATE~The amendments made
by this section skall apply with respect to bene-
Jits for months commencing after 90 days after
the date of the enactment of this Act.

SEC. & MMCB.NM DEBYT COLLECTION PRAC.
" .

(a) IN GENERAL.—Section 204 of the Social Se-

" curity Act (42 U.S.C. 4#M) is amended by adding

at the end the following new subsection:

"(/XI) With respect to. any delinquent
amount, the Commmissioner of Social Security
may use the collection prectices described in sec-
tions 3711(f), 3716, and 3718 of title 31, United
States Code, as in effect on October 1, 1994,

(2} For purposes of puragraph (1), the term
‘delinguent amount’ means an amount—

*(A) in excess of the correct amount df pay-
ment under this tithe:

*(B) paid to a person after such person has
attained 18 yeary of age; and

*(C) determined by the Commissioner of Social
Security, under regulations, to be otherwise un-
recoverable under this section after such person
ceases to be a beneficiary under this title. ",

) CONFORMING AMENDMENT —Section -
3701(d) of title 31, United States Code, {s amend-
ed by inserting **, except to the extent provided
under section 204(f) of such Act (42 U.S.C.
404(0))."* after *the Social Security Act -(42
U.S.C. 302 et seg)".

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to collection activities
begun on or after the date of the enactment of
this Act and before October 1, 1999,

SEC. 6. NURSING HOMES REQUIRED TO REPORT
. ADMISSIONS OF SSI RECIPIENTS.

(@} IN GENERAL.—Section 1631(e)(1) of the So-
cial Security Act (42 US.C. 1383(e)(1)) is amend-
ed by adding at the end the following new sub-
paragraph:

*(C) For purposes of making determinations
under section 1611(e). the -requirements pre-
scrided by the Commissioner of Sacial Security
pursuaat to subparagraph (A) of this paragraph
shall require each administrator of a nursing
home, extended care facility, or intermediate
care facility, within 2 weeks after the gdmission
0f any eligible individual or eligible spouse ye-
ceiving bdenefits under this title, to transmit to
the Commissianer a report of the admission."".

(b} EFFECTIVE DATE—The amendment made
by subsection (a} shall apply to edmissians oc-
curring on or after October 1, 1995.

SEC. 7. RULE OF CONSTRUCTION.

Until March 31, 1995, axy reference in this Act
(other thar section 3(d)) or any amendment
made by this Act to the Commissioner of Social
Security shall be deemed a reference to the Sec-
retary of Health and Human Services.

And the Senate agree to the same.

SAM GIBBONS,

DAN ROSTENKOWSKI,

J.J. PICKLE,
ANDREW JACOBS, Jr.,
HAROLD FORD,
BILL ARCHER.
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JIM BUNNING.
RICK SANTORUM.
Managers on the Part of the House

DANIEL PATRICK MOYNIHAN,

MAX BAUCUS.

JOHN BREAUX.

BoB PACKWOOD.

BoB DOLE.

Managers on the Part of the Senate.
JOINT EXPLANATORY STATEMENT OF
THE COMMITTEE OF CONFERENCE

The managers on the part of the House and
the Senate at the conference on the disagree-
ing votes of the two Houses on the amend-
ment of the Senate to the bill (H.R. 4278) to
make improvements in the old-age. survi-
vors. and disability insurance program under
title II of the Social Security Act. submit
the following joint statement to the House
and the Senate in explanation of the effect of
the action agreed upon by the managers and
recommended in the accompanying con-
ference report:

The Senate amendment struck all of the
House bill after the enacting clause and in-
serted a substitute text.

The House recedes from its disagreement
to the amendment of the Senate With an
amendment that is.a substitute for the
House bill and the Senate amendment. The
differences between the House bill, the Sen-
ate amendment, and the substitute agreed to
in conference are noted below. except for
clerical corrections, conforming changes
made necessary by agreements reached by
the conferees, and minor drafting and cleri-
cal changes. . .

SOCIAL SECURITY DOMESTIC EMPLOYMENT

REFORM ACT OF 1984 .

1. SIMPLIFICATION OF EMPLOYMENT TAXES ON
DOMESTIC BERVICES (BEC. 2 OF HOUSE BILL
AND SEC. 2 OF SENATE AMENDMENT)

Present law o

Individuals who hire domestic employees
such' as baby-sitters, housekeepers, and yard
workers are required to withhold and pay
employment taxes when the worker's wages
exceed certain thresholds. (Individuals who
hire domestic workers who are properly clas-
sified as independent contractors to provide
these services are excluded from these're-
quirements.) For Social Security. the wage
threshold is reached. generally, when an em-
ployer pays $50 or more per quarter to a do-
mestic employee.

However, wages paid to domestic employ-
ees hired by farm operators are subject to
the thresholds that are used for determining
coverage for agricultural employees. For
these employees, the wage threshold is
reached if either (1) the farm operator’s total
farm payroll for a year is $2,500 or more. or
(2) the wages paid to an employee in a year
are $150 or more. (This latter test applies
only if the farm operator's total payroll for
a year is less than $2,500.)

For Federal unemployment insurance
(FUTA). the threshold is reached when an
employer pays $1.000 or more in & calendar
quarter to one or more domestic employees.

““When the $50 threshold is reached..the em-
ployer must file a quarterly report (Form
912) with the Internal Revenue Service. sub-
mitting with it the required Social Security
tax for both the employer and the employee.
The employer must also provide the em-
ployee and the Socia)l Security Administra-
tion with a Wage and Tax Statement (Form
W-2) at the end of the year. When the $l 000
unemployment insuranceé wage threshold is
reached in any calendar quarter. the em-
plover must file a report (Form 840) with the
IRS at the end of thé year. submitting the
required tax.

11, addition. employers of domestic workers
mus: notify employees who may be eligible

CONGRESSIONAL RECORD—HOUSE

for the earned income tax credit of the exist-
ence of this credit: withhold income tax if
the employee requests it and the employer

. agrees: file and pay State unemployment in-

surance tax in each quarter in which the
State unemployment insurance wage thresh-
old (equal to the $1,000 Federal threshold in
45 States) is reached: and. in some States, re-
port wages paid to domestic employees to
the State for purposes of State income tax.

House bill

Reporting

The bill requires individuals who employ
only domestic workers to report on & cal-
endar-year basis any Social Security or Fed-
eral unemployment tax obligations for wages
paid these workers and authorizes the Sec-
retary of the Treasury to revise Federal
Form 1040 to enable such employers to report
both taxes on their own Federal income tax
returns.

The bill also requires the Secretary of the
Treasury to provide to domestic employers a
comprehensive package of informational ma-
terials, including all requirements of Federal
law and & notification that they may also be
subject to State unemployment insurance
and workers compensation laws.

Threshold

The bill changes the threshold for with-
holding and paying Social Security taxes on
domestic workers from $50 per quarter to
$1,250. annually in 1995.

Inderxing

The bill indexes the threshold for increases
in average wages in the economy, rounded to
$50 u_xcremenu.

‘Farm service

The bill does not apply to domestic service
on a farm.

Estimated tazes

The bill includes domestic employers’ So-
cial Security and -Federal unemployment
taxes in estimated tax provisions. Employers
may satisfy their tax obligations through
regular estimated tax payments.or increased
tax withholding from their OwWn wages.

State unemployment

The bill' authorizes the Secretary of the
Treasury to enter into agreements with
States to collect State unemployment taxes
in the manner described above.

Age limitation

No provision.

Effective date.—Generally applies to remu-
peration paid in calendar years beginning
after 1994. .

The bill adjusts the Social Security tax
threshold retroactively to-$1,150 for 1993 and
to $1.200 for 1994. No underpayment of taxes
could be assessed (or, if assessed. could be
collected). effective on or after the date of
enactment. No refunds would be provided.

Senate amendment

Reporting

Same as House bill.

Threshold

The amendment changes the threshold
from $50 per quarter to an annual threshold
equal to the amount required for one quarter
of Social Security coverage (estirtated to be
$630 in 1995).

Indering

Same as House bill, except the amendment
would use a technically different indexing
mechanism.

Farm service

The amendment applies to domestic serv-
ice on a farm.
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Estimated tares

Same as House bill, except no estimated
tax penalty would apply to an underpayment
of these taxes if they were paid on or before
April 15 (or the date the return of the @ -
ployer is filed. if earlier.)

State unemployment

Same as House bill.

Age limitation

The amendment exempts from Social Secu-
rity taxes any wages paid to a worker for do-
mestic services performed in any year during
which the worker is under the age of 18.

Effective date.—Generally applies to remu-
neration paid in calendar years beginning
after 1994 (same as House bill). Exemption
for workers under the age of 18 applies to
services performed in calendar years begin-
ning after 1994..

No provision with respect to retroactive
adjustment of the threshold for 1993 and 18%4.
Conference agreement '

REPORTING

The conference agreement follows the
House bill and the Senate amendment.

The Secretary of the Treasury continues to
have regulatory authority to allow States to
pay the employment taxes for certain public
assistance recipients who employ household
workers. Several States have agreements
under which the State handles the appro-
priate Federal employment taxes for house-
hold workers employed by public assistance
recipients under State programs.

THRESHOLD

The conference agreement provides that

the threshold is $1,000.

INDEXING

The conference agreement follows the
House bill and the Senate amendment by in-
dexing the $1,000 threshold. Indexing will
occur in $100 increments, rounded down.to
the nearest $100, - - - ’

FARM BERVICE

The conference agreement follows the Sen-
ate amendment. .

ESTIMATED TAXES

The conference agreement follows the
House bill, except that estimated tex pen-
alties will not apply to amounts affected by
the conference agreement until 1998. The
conferees intend that the Internal Revenue
Service disseminate the informational mate-
rials required by the statute 60 that tax-
payers will be fully apprised of the provi-
sions of the conference agreement (including
the provision related to estimated taxes),

Individuals not required to make €sti-
mated tax payments (including by baving in-
come taxes withheld from their wages) are
not required to begin making estimated tax
payments (or wage withholding) solely as a
consequence of the conference agreement.
Individuals otherwise required to make esti-
mated tax payments (including by having in-
come taxes withheld from their wages) are
required, after 1997. to include amounts af-
fected by the conference agreement in those
estimated tax payment (or wage withhold-
ing). . ’
STATE UNEMPLOYMENT

The conference agreement follows the
House bill and the Senate amendment.
AGE LIMITATION

The conference agreement follows the Sen-
ate amendment, except that the exemption
for workers under the age of 18 would not
apply to individuals whose principal occupa-
tion is household employment. Being a stu-
dent is considered to be an occupation for
purposes of this test. Thus. for example, the
wages of a student who is 16 years old who
also babysits will be exempt from the report-
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ing and payment requirements, regardless of

whether the amount of wages pald is above

or below the threshold. On the other hand,
for example, the wages of a 17 Year-old single
mother who Jeaves school and goes to work

23 a domestic to support her family will be

subject to the reporting and payment re-

quirements; she will consequently obtain So-
cial Security coverage with respect to those
wages.

Effective date.—~The $1.000 threshold is ef-
fective for calendar year 1994. The simplified
reporting system, as well as the other provi-
sions of the conference agreement. are effec-
tive January 1, 1995, Refunds would be given
for payrall taxes on wages paid tn 1994 when
the total wages that an employee recetves
from an employer are below the 31,000
threshold.

There will be-no loss of Social Security
wage credits with respect to amounts re-
funded for 19%4. To provide information re-
porting the ensure that there fs no loss of
credits, an employer who would have been
required to file a Form W-2 (without regard
to the enactment of these provisions) will
continue to be required to do 80, and will be
required to report wages paid for the whole
year in the “social security wages® box, even
though the employer will receive a refand of
any Social Security taxes patd.

- Example 1.~Assume Employer A pays & do-
mestic empioyes R $500 in wages for calendar
year 1994. A has been making Quarterly pay-
ments of the payrol! taxes due om these
wages. A will not be required to make eny
further quarterly payments of payroll taxes
with respect to 1994 that are due on or after
Lhedauotenmt.ott.hecomme
amemnt.Aunobum:nmndmm
taxes previously paid. Employes R will get
Social Security credit with. respect to the
3500 of wages,

Erample 2.—Assume Employer B pays g do-
mestic employee $1.500 in wages for calendar
year 1984. B bas been make quurterly pay-

-ments of the payroll taxes due on these
wages. B must continne to make quarterly
payments of payrall taxes to the remainder
of 1904, :

Example 3.—~Assume Employer A will Pay
domestic employes R 3500 in wages for cal-
endar year 1995. Because the amount of these
wages i3 below the $1,000 threshold, A is not
subjett to reporting.

Example 4.—Assame Employer B will Py
domestic empioyee 8 31,500 in wages for cal-

- endar year 1985. Because the amount of theee
wages i3 above the $1,000 threshold, B is sub-

Ject to reporting,

2. REALLOCATION OF A PORTION OF THE OLD-AGE
AND SURVIVORS INSURANCE PAYROLL TAX TO
THE DISABILITY INSURANCE TRUST FUND (SEC.
3 OF THE HOUSE BILL)

Present law
Employees and employers each pay a So-

cial Security payroll tax of 7.65 percent of

earnings up to a specified cetdng. The self-
employed pey at the combined employee-em-
ployer rate. The employee and the employer
share of the payroll tax is allocated to the

Old-Age and Servivors Insurance (OASI), the

Disability Insgrance (DI), and the Hospital

lnsuracce (HI) programs at the following

rates:

‘E Ditss  HWin
Calendar years me v me
e (o= (oo
sy ) o)
1994-99 $60 0.60 145
W e e 49 44 1.85
House bill

The provision would increase the employee
axnd the employer rate of tax for the D1 pro-
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gTam from 0.6 percent to (.94 percent., with
commensurate reduction of the rate of the
OASI tax. Beginning in 2000, the D} tax rate
would be reduced to 0.90 percent. with a com-
mensurate jncrease of the rate of the QASI
tax. The rate of tax would be:

B9 b wen

3 [ 17] rate

2lendat years &t: e (oer.

ceal) cent]  cenf)
1954-99 526 084 148
2000 o $.30 a%0 145

In addition, the Secretary of Health and
Human Services would be required to con-
duct a comprehensive study of the reasoms
for rising costs in the DI program. The study
would determine the relative importance of:
(3) increased numbers of applications far
benefits, (b) higher rates of benefit allow-
ances, and (c) decreased rates of benefit ter-
minations in increasing DI program costs. It
would also jdentify. to the extent possible,
underlying social, economic, demographic,
programmatic, and other trends responsible
for changes in DI sppiications, allowances,
and terminations. No later than December
31, 1995, the Becretary would be required to
issue a repart to the House Committee on
Ways and Means and the Senate Cammittee
on Finance summarizring the results of the

‘study and, if appropriate, making legislative

recommendations. . .

Effective date.—The provision would apply
to wages paid after December 31, 1933, and to
self-employment income for taxable years
beginning after this date. )
Senate amendment

No provision. -

Conference agreement - . .

The conference agreement f{ollows—the
House provision, with an amendment making
the allocation to the DI trust fund 0.85 per-
cent of payroll for the employer and em-
ployee, each, for the years 1997-99. The re-

sulting tax rates are:

. % wm wm

e nh

Calendar years &t: (et (per-

ey o0 cend
1994-96 526 0S4 LS
1993-99 B3 68 )4
2000 o0 830 8% 145

The Commissioner. of Sacfal Security
would be required to pravide the study by
October 1, 1995. The conferees understand
that the Social Security Administration
may not have sufficient data to provide as
nularemut.he()onmmunt by
the October 1 due date. The conferees expect
that the Commiseioner will supplement the
October 1 report with any subsequent find-
ings and recommendations that the Commis-
sioner may wish to make no later than De-
cember 31, 1995.

3. LIMITATION ON PAYMENTS TO INCARCERATED
CRIMINALS AND CRIMINALLY INSANE INDIVID-
UALS CONFINED TO INSTITUTIONS BY COURT
ORDER AT PUBLIC EXPENSE (SEC. 4 OF THE
HOUSE BILL AND SEC. 4 OF THE SENATE
AMENDMENT) :

Present law -

Generally, Social Security benefits may
not be paid to any individual who i8 confined
in a penal {nstitution pursvant to a felany
conviction. (This provision does not apply-to
an individual who is actively and satisfac-
torily participating in a rehabilitation pro-
g€ram which has been specifically approved
for the individual by a court of law and, as
determined by the Secretary, is expected to
result in the individual being able to engage
in substantial gainful activity upon release
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and within a reasopable time.) Benefits to
qualified family members of incarcerated fe)-
ons cantinue to be paid.

When an individual is confined to a public
institution pursuant to verdict related to a
felony offense for which he or she was found
to be not guilty by reason of insanity, the
Social Security Act provides no limitation
on benefit payments.

House bill

The provision woudd: .

Apply the lfmitation on Social Security
benefit payments, which currently applies
only to incarcerated felons, to all individoals
convicted of an offense punishable by impris-
onment. for more than one year: .

Repeal the exception to the limitation far
inmates participating in court-approved re-
habilitation; and

Extend the limitation to criminally insane
individuals who are confined to institutions
by court order at public expense in connec-
tion with an offenss punishable by imprison-
meat of more than one year. The court order
Tnust be issued pursuant to a verdict of
guilty but insane, a verdict of nat guilty by
reason of insanity, a finding of incompetence
to stand trial, or a similar. verdict or finding
based an similar factors (such as mental dis-
ease, mental defect, or mental jincam-
petence).

The limitation -would continue to apply
until sach time as the individual is uncondi-
tionzily reiessed from the care and super-
vision of the inatitution to which he or she
was confined and the institution ceases to

. meet the cost of the individual's basic living
needs, s

A-inuhrnmm&knmdbemcedon
Medicare Part A hospital insurance (as well
43 on Msadicare Part B sapplemental medical
msunncammeowhmenmumy for Part
B is conditioned on eligivllity for Part A).

To enforee the ban, the Secretary of
Health and Human Services would be author-
ized to require from institutions the names
and Social Security nambers of the individ-
uals confined there under the conditions de-
scribed above. =

Effective date.—The provision would apply
to benefits for months commencing after 90
days after enactment and with respect to
items and services provided after this 90-day
period. .

Senate amendment

The amendment would suspend payment of
any Social Becurity benefit payahie under
title II of the Social Security Act to any in-
dividual while confined in any public institu-
tion, if the individual had been found guilty
of a felony offense but insane, or not guilty
of a felony offense by reason of insanity or
other similer disorder. Federal or State
agencies having Jjuriadiction over instity-
tions where such individuals gre confined
would be required to furnish such informa-
tion as the Secretary of Health and Human
Services may require to carry out this provi-
sion.

Effective date —The provision would apply
with respect to bemefits for months com-
mencing after 90 days after enactment.
Conference agreement

The canference agreement geperally fol-
lows the House provision, modified to:

(1) maintain the current exception for pris-
opers in courtapproved rehabilitation;

(2) maintain Medicare eligibility for indi-
viduals whose cash benefits have peen sus-
pended due to their confinement:

(3) provide that benefits will be reinstated
to individuals who are rejeased from an in-
stitution to which they were committed pur-
suant Lo an jnsanity verdict. eo long as the *
institution ceases to meet the individual's
basic living needs; and
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4) provide that an irdividual is not to be
treated as confined to a prison or other pena!l
tnstitution during any month throughout
which he or she resides outside such institu-
tion at no expense {other than the cost of
moritoring) to the institution or the penal
system (or. if the penal system has trans-
ferred jurisdiction over the individual to an-
other agency. at no expense to the institu-
tion. the penal system. or that agency).

The fourth modification addresses an issue
that has arisen because of the development
of highly sophisticated electronic .surveil-
lance technology. Relying on such tech-
nology. courts and prisons are confining
growing numbers Of individuals to their
komes. where they can now be effectively
monitored. SSA's policy response to this
prac:ice is two-fold: In cases where an indi-
vidual is confined to home by court order.
the agency will resume payment of monthly
benefits. However, in cases where an individ-
ual is confined to home without such an
order (e.g.. because of crowding in a prison).
SSA continues to suspend benefits.

The conferees disagree with SSA’s policy
in the second instance. The conferees believe
that payments should be resumed for any
month in which a prisoner resides outside a
correctional facility at no-expense (other
than the cost of monitoring) to the penal
system.

4. ADDITIONAL DEBT COLLECTION PROCEDURES
(SEC. 3 OF THE SENATE A.\iE.\'D.\lE.\'T) :
Present law

The Omnibus Budget Reconciliation Act of
1990 permits the Social Security Administra-

tion to collect overpaid Social Security ben-’

efits from former beneficiaries by reducing
these individual's Federal tax refunds when
other efforts to collect. the overpa}ment
have failed.

In addition. certain debt-collection proce-
dures are available for use by most Federal
agencies. Those include provisions enabling
Federal agencies to recover debts owed to
‘them by offsetting other Federal payments
to which the debtor may be entitled- (called
--administrative offset’’): to report delin-
quent debtors to credit reporting agencies:
and to contract with private debt collection
agencies to recover delinquent debt. The So-
cial Security Administration (SSA) is pro-
hibited from using these three debt collec-
tion procedures. - -

House bill
No provision.

Senate amendment ~

SSA would be authorized-to use three pro-
cedures that are available to other Federal
agencies: administrative offset. reporting de-
linquent debtors to credit reporting agen-
cies. and contracting with private debt col-
lection agencies.

These procedures would be available for
use only for the purpose of recovering any
delinquent amount owned by former Social
Security beneficiaries who were paid benefits
not due. The term ‘-delinquent amount™ is
defined to mean an amount (1) in excess of
the correct amount of payment under title II
of the Social Security Act. (2) paid to a per-
son after the person has attained age 18. and
(3) determined by the Secretary. under regu-
Jations. to be otherwise unrecoverable.

Effective date.—The provision would apply
<0 collection activities begun on or after the
date of enactment and before October 1. 1999.

Conference agreemer.t

The conference agreement follows the Sen-
ate amencmens.
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5. NURSING HOMES REQUIRED TO REPORT ADMIS-
SIONS OF 831 RECIPiENTS (SEC. § OF THE SEN-
ATE AMENDMENT: ’

Present law

S:upplemental Security Income recipients.
or their representative payees. are required
to report to the Social Security Administra-
tion any change in the recipient's status
te.g.. income. resources. living arrange-
ments) that may affect the amount of bene-
fits to which the recipient is entitled. Gen-
erally. when an SSI recipient enters a nurs-
ing home for an extended period. and pay-
meat for the recipient’s care is being pro-
vided by Medicaid. the amount of the recipi-
ent's SSI benefit is reduced to no more than
$30 per mor.th. beginning with the first full
morth of residence. Because nursing home
admissions are not always reported promptly
to SSA. some SSI recipients receive more
benefits than they are entitled to receive in
the months following thexr admission.

-House bill

No provision.

Senate amendment

Nursing home administrators would be re-
quired to.report to SSA the administration
of any SSI recipient within two weeks .of the
recipient's admission. so that'SSA can make

timely adjustment in the amount of the re-

cipient's SSI benefit.

Effective date.—The prousion is effective
for admissions to nursing homes occurring
on or after October 1. 1995.

Conference agreement

““The conference agreement follows the Sen-

ate amendment.

SAM GIBBONS.

DAN ROSTENKOWSKI, *

JJ. PICKLE. -~ :

ANDREW JACOBS. Jr.. -

HARoOLD FORD. - -

‘BILL ARCHER,

JiM BUNNING. | . -

RICK SANTORUM,

Managers on the Part of the House.

DANIEL PATRICK MOYNIHAY.

MaAX Baucts,

JOHN BREATX.

BOB PACKWOOD.

BOB DOLE.

Managers on the Part of the Senate.

Mr. GIBBONS. Mr. Speaker. I call up
the conference report on the bill (EH.R.
4278) to make improvements in the old-
age. survivors. and disability insurance
program under title II of the Social Se-
curity Act. and ask unanimous consent
for its immediate consideration.

The Clerk read the title of the bill..

The SPEAKER pro tempore {(Mr.
ROWLAND). Is there Objection to the re-
guest of the gentleman from Florida?

There was no objection.

Mr. GIBBONS. Mr. Speaker. I .ask
unanimous consent that the conference
report be considered as read. and that
any points of order against the con-
ference report or its consideration be
waived.

The SPE A.KI-ZR pro-tempore, Is there
objection to the request of the gen-
tleman from Florida?

There was no objection.

The SPEAKER pro tempore. The gen-
tleman from Florida [Mr. GIBBONS) will
be recognized for 30 minutes. and the
gentleman from Kentucky {Mr.
BUNNING] will be recognized for 30 min-
utes.

The Chair recognizes the gentleman
from Florida [Mr. GIBBONS).
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Mr. GIBBONS. Mr. Speaker. I yield
myself such time as I may consume. I
do not intend to take up that much
time. '

Mr. Speaker. this is a good con-
ference report. The chairman of the
subcommittee who handled this legis--
lation is here to go over the fine points
and details of it.

Mr. Speaker. I ask that I be per-
mitted to yield the balance of my time
to the gentleman from Indiana [Mr. Ja-
COBS). chairman of .the subcommittee.
who handled this legislation. and that
he be permitted to yield such time as

.he sees fit.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Florida?

There was no objection.

0 1300

PARLIAMENTARY INQUIRY

Mr. JACOBS. Mr. Speaker. I have a
parliamentary inguiry. .

The SPEAKER -pro tempore (Mr.
ROWLAND). The gentleman will state
his parliamentary inquiry.

Mr. JACOBS. Has the gentleman
from Kentucky .{Mr. BUNNING] been
yielded the customa.ry 50 percent of the
time?

The SPEAKER pro tempore. The gen—

.tleman has been yielded 30 minutes.

Mr. JACOBS. Mr.-Speaker. I yield
myself such time as I may consume.

Mr. Speaker, I begin by commending
my co-chairman. the gentleman from
Kentucky [Mr. BUNNING). It-has. beena
long effort, it has been-an entirely co-
operative effort, and. therefore, to that
extent it has been a pleasant effort to
correct the egregious wrong that has

~occurred by the inadvertence of the

U.S. Government to the taxpavers of
this country.

Mr. Speaker. almost 2 years ago it
was discovered that the threshold for
household employers to pay Social Se-
curity taxes on domestic workers had
remained $50 for 40 years. Now at the
same time the threshold for getting
any credit for paying the tax had been
more than indexed during those 40
years. Two years ago the Government
discovered the error. and got right on
it now. and 2 years later, finally. it is
being corrected: or, putting it another
way. one might say that the wheels of
justice will never get a speeding ticket.

This report, this conference report.
does the following:.

It allows household employers to file
their obligations for Social Security
taxes on an annual rather than quar-
terly basis. Moreover it allows them to
file those taxes on their 1040 forms that
they.are filing anyway. It makes the
threshold heretofore $200 per year.
$1.000 per year. and. as a token of apol-
ogy to the American people. it makes
this retroactive to the first day of this
year. of 1994. refunds the taxes paid by
any household worker or employer on
wages that did not cross the threshold
of $1.000.
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It has other features such as indexing
by $100 the amount of the threshold
into the future. It has a provision deal-
ing with people who do not file 1040
forms alone, but also estimate their
taxes because of self-employment.

It has another principal feature.
which is correcting an anomaly of a
law that was passed in 1980 that for-
bade Social Security payments to fel-
ons in prison. The. anomaly was, al-
though I can personally testify that
the law in 1980 was intended to deny
those same benefits to murderers and
other wrongdoers who were declared
criminally insane and incarcerated
anyway, some have read the statute
not to cover those individuals. This
would correct that anomaly, and while
1t is correcting that anomaly, it raises
sufficient funds for the trust fund to
allow for the change that I have Just.
described, including the retroactive re-
fund for. those who do not cross the
threshold of $1,000 for the year 1994.

Mr. Speaker, I look forward ‘with
avidity to hearing from my colleague,
the gentleman from Kentucky [Mr.
BUNNING) who is from where my moth-
er 1s from, and I reserve the balance of
my time. '

Mr. BUNNING. Mr. Speaker, I yield 1
minute to the gentleman from Wiscon-
sin [Mr. PETRI) to speak out of order.

: DIRTY TRICKS o

(By unanimous consent (Mr. PETRI
was given permission to address the
House out of order.) '

" Mr. PETRI. Mr. Speaker,.the uge of
bogus polls to spread ugly rumors is a
campaign practice the media and cam-
paijgn reformers should look'into,

Here {s how it works: -A so-called
pollster calls every household and asks
a series of questions gyuch as, “Do you
plan to vote for Smith op Jones?”
"What if you learned that Smith steals
candy from children?” “Would that
~hange your -vote?" “What if you
iearned that Smith is fighting four pa-
ternity suits and his mother complains
he never comes home -for' Christmas?
Would that change your vote?"

Now, obviously, the charges have to
be more plausible than those—but they
do not have to be true. They can be to-
tally misleading. They are designed to
spread ugly rumors. .

And you can never find these polls
listed in the disclosure forms cam-
paigns are required to file. Instead, sep-
arate groups which. are allied with a
political party do the dirty work tech-
nically separately from the actual
campaigns.

During the final weeks of the cam-
paign, these bogus pollsters will be
calling every household in some areas
to spread rumors about candidates’ po-
sitions on pay raises. Social Security.
and who knows what e]se.

I understand that Wisconsin and Ohio
are the greatest victims of this tech-
nique. But you can bet it will become
rationwide if it is allowed to g0 un-
guestioned. ’

We should tighten the campaign dis-
closure laws so people will know when
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somebody allied with a campaign tries
to pull this dirty trick. Or at least. the
media should expose it.

Mr. BUNNING. Mr. Speaker, 1 'yield
myself such time as I may consume.

Mr. Speaker, It is a pleasure to be
here for Congress’ second major piece
of Social Security legislation this year,
and for the final action in a process
that the House started back in March
of last year.

This was when the Social Security
Subcommittee held .the first of the
three hearings on the provisions in the
conference report.

I would like to commend my col-
league, ANDY JACOBS, the chairman of
the Social Security Subcommittee, for
his diligence, persistence, and
perserverance.

He is a pleasure to work with, and I
thank him for another great effort.

This legislation addresses three prob-
lems. The first i8 one made famous by
the hapless Zoe Baird. -

Singlehandedly, Ms. Baird has done
more to publicize the law that provides
Soctal Security protection for nannies
and other domestic employees than the
IRS and the Social Security Adminis-
tration have been able.to do combined.

As a result of the publicity that sur- '

rounded Zoe Baird, a lot of hard-
working and normally law-abiding
American taxpayers woke up to a ter-
rible realization—that they. were tax
cheats and lawbreakers. ’

I'm sure that Congress, back in 1951
when domestic workers were first cov-
ered under Social Security, never in-
tended to make lawbreakers out of
householders who hire cleaning ladies
and parents who hire babysitters.

But, that is just what happened when
1t set the wage threshold at $50 a cal-
endar quarter, and never provided for
any increase as the years went by.

A $50 quarterly threshold was prob-
ably more than adequate back in 1951,
and easily exempted the occasional
cleaning lady or babysitter earning a $1
an hour a day or two a month. Today,
$50 1s just over a day’s pay at minimum
wage. . Co :

The conference report before us ad-
dresses these problems. First, it raises
this outdated $50 in wages paid in a cal-
endar quarter to $1,000 paid in a year.

Now, I would have preferred a higher
amount based on the fact that the $50
threshold amount was never indexed.

I strongly supported the $1,800
threshold that was passed by the House
last year, only to be stripped from the
budget reconciliation bill at the insist-
ence of the Senate—or even. the $1.250
threshold that was in the House ver-
sion of this legislation.

But I also appreciate the need to pro-
tect Social Security eligibility for
those who spend their lifetimes clean-
ing other people’s homes—many of
whorm are 1ow income women.

I belleve that the $1.000 threshold.
which will be indexed. should be high
énough to protect these employees and
still relieve the average householder of
the burden of having to report wages of
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someone they occasionally employ in
their home.

This legislation exempts teenagers
under 18 who babysit or mow lawns,

Because Americans who employ
babysitters and cleaning ladies have
been expecting Congress to fix this
problem for over a year now. I am
Pleased that the House conferees were
successful in making these provisions
retroactive to January, 1994.

It took 40 years to recognize and deal
with this problem. .

Going back to the beginning of this

‘year was the least Congress could do

for average Americans who occasion-
ally hire people to look after their chil-
dren or mow their grass.

The legislation algo allows house-
holders who hire domestic workers to
report and pay .their employees’ Social
Security taxes as part of their personal
tax returns, rather than have to com-
plete all sorts of complicated addi-
tional paperwork. :

Because it will be easfer for house-
holders. to pay. the Social Security
taxes on their domestjic workers, more
domestic workers will end up getting
the same Social Security credit that
other workers get toward disability or
retirement benefits,

The second provision transfers a
small part of the revenues now going
into the 'Social Security retirement
trust fund to the disability trust fund.

The Social Security retirement trust,

-which the actuaries say hag enough
‘money to last until 2036 while the dis-

ability trust fund -will run -out of
money as early as .next spring if we

- don’t act now.’ -

Currently, the cusabmts'v program

" pays over 33 billion a month in benefits

to almost 4 million Beverely disabled
workers and their families.

We recognize, however, that this
transfer is just a Band-Aid, and that
the administration has to take a seri-
ous look at why the disability program
is 1n trouble. :

We are looking forward to getting
the study they have been doing on this
serious problem by October of next
year.

We will also be closely monitoring
8SA’s efforts to clear up its disability
backlogs and do disability reviews.

In my opinion, SSA’s faijlure to do
these reviews and take nondisabled
people off the rolls has not only con-
tributed to the program’s financial
problems, but to the public's lack of
confidence as well.

There are serious problems at SSA.
but it will be an independent agency
next year, unfettered by HHS. We will
be expecting the leadership of this
independent agency to do something

.about those problems.

Tre third provision is also overdue.
Congress voted—14 years ago—to pro-
hibit payment of Social Security. hene-
fits to criminals like the Son of Sam,
who are being completely supported at -
the taxpavers' expense as they serve
out their time behind bars.
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Thix provision likewise prohibits

payment of berefits to those who have
conimitted terrible crimes. but who are
found not guiity by reason of irsanity,
and ere institutionalized at taxpayers’
expense instead of imprisoned.
" To allow the criminally insane to
collect benefits is an affront to the
families of the victims of their terrible
acts. as well as to hard-working tax-
payers.

Mr. Speaker, it has been a long haul.
but we have finally taken action on
problems that have been around a long
time:

This legislation will help millions of
averaze Americans do the right thing
for those they employ to care for their
children or clean their homes.

It will help ensure that the millions

of severely disabled Americans and

their families will continue to receive
benefits without worry.

And it will stop benefits to the crimi-
nally insane who are already institu-
tionalized at taxpayers' expense.’

1 am pleased that we are considering
- this important legislation today. and I
urge its speedy passage.
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Mr. Speaker, I reserve the balance of
my time.

Mr. JACOBS. Mr. Speaker 1 vield
myself such time as I may consume.

‘Mr. Speaker, I omitted one Dolnt
that the world. or at least this part of
it. ought to know, and that is that this
bill also exempts all domestic workers
under the age of 18 except in the case of
a young person who works full-time,
perhaps as a child. works full-time. has
not reached the age of 18. That person
would be covered under the payment of
the taxes and the $1.000 threshold.

Mr. Speaker, I yield such time a8 she
may consume €0 the gentlewoman from
Connecticut {Mrs. KENNELLY].

(Mrs. KENNELLY
given permisgsion to revise and extend
her remarks.)

Mrs. KENNELLY. Mr. Speaker. the
conference report before us contains a
mesasure which will help thousands of
workers across the country. It will up-
date the threshold at which employers
must start paying taxes for their do-
mestic employees. This is what we now
cali the nanny tax. It is much-needed
legislation. and it is long overdue.

The nanny tax threshold was set
more than 40 years ago and remains to
this very day. nntil this very moment.
artificially low. Today._if you use &
baby-sitter or someone t0 mow your
lawn on a regular basis. you probably
owe this tax. And while the law was
never meant t0 address the 14-year-old
baby-sitter. that is exactly what it has
done.

It is necessary that we safeguard peo-
ple wbo perforrn domestic work. The
law was never about the person who
shovels yonr walk, or the person who
mows your iawn. Or apout the baby-sit-
ter. It was about peopie who proudly,
with dignity, do domestic work.

asked and was .
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When employe:s fail to pay this tax,
workers who have multiple employers
can find themseives ineligible for bene-
fits after a lifetime of work. This is not
right. and this legislation will change
this.

This conference report raises the
threshold at which taxes must be paid
to $1.000 annuelly, and requires the
taxes to be filed only once a year. Can
you imagime. and some of you can,
what it is like to have to file a tax for
your domestic worker four times a
year? Anyone who has tried to do it
can truly understand why many did
not. The IRS code had become anachro-
nistic in this whole area. And as a re-
sult of the law becoming outdated. peo-
ple who worked day in and day out. and
worked hard, but who worked for a
number of employers, were not getting
their Social Security taxes paid cor-

-rectiy.

As I stand here today, I hear about
the gridlock. I hear about how Con-
gress does not know how to do any-
thing. I hear about how we cannot

move forward and help the American
people.

“The panny tax is an example where
we can. in a bipartisan fashion, make it
easier for the American people to do
their duty and obey the law. With this
legislation, we make it much less l{ke-
ly that someene who wakes up in the

morning and works maybe 5 days .a°

week. sometimes 7 days a week. at do-
mestic work, proudly. will find that
their employer has not- pa:ld the Socia.l
Security tax. -

We have achieved this in a bipartisan -

fachion. We have achieved it in a dipar-

‘tisan fashion in the House of Rep-

resentatives. and we have achieved it
in a bipartisan fashion on the Senate
side. We have achieved this. without
loading it up with a number of amend-
ments. And we have achieved it in the
way we should legislate. .
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We are passing legisiation that may
not get much attention in the news-
papers or the media who say we cannot
do anything, but it will be noticed by

the thousands upon thousands of do--

mestic workers who now can count on
the fact that their empioyer only has
to fill out one form, once a year. when
they do their income tax return.

Numerous Members cont.r:lbut.ed to
this success.

1 stand here and thank the acting
chairman of our committee. the gen-
tleman from Florida {Mr. GIBBONS). to
thank the gentleman from Indiana {Mr.
Jacons), who truly understood what
was happening here. and to thank Mr.
ARCHER and Mr. BUNNING on the other
side of the aisie. I'd like also to offer
my thanks to Mrs. MEEK, whose com-
mitment to this.legislation is second to
none. and Mr. HOUGHTON, who was &ls0
instrumental in passage of this bill and
he is to be commended. I thank Sen-
ator MOYNIHAN for his help. and all the
other people involved. This bill is mot
for the elite of America. this is not for
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the well-known names. it is for the
working men and women who have to
count on their Social Security. This is
for working people. It is also for the
men and women of America who want
to obey the law and just cannot quite
figure out the forms and the back and
the forth and the up and the down.
With this change, they can be law-abid-
ing citizens.

Mr. Speaker. this is a solid achieve-
ment and should be recognized as such.

Mr. BUNNING. Mr. Speaker. 1 yield 4
minutes to the gentleman from Texas,
[Mr. ARCHER], the ranking member on
the full Committee on Ways and
Means.

(Mr. ARCHER asked and was given
permission to revise and extend his re-
marks.) .

Mr. ARCHER. Mr. Speaker, I thank
the gentleman for yielding time to.me.

1 rise in support of H.R. 4278 with a
great deal of compliments and acco-
lades to both the chairman of the Sub-
committee on Social Security. the gen-
tleman from Indiana {Mr. JACOBS]. and
the ranking Republican, the gentleman
from Kentucky, [Mr. BONNING). 1 aiso
want to note that another member of
our committee, the gentleman from
New York {Mr. HOUGHTON]. contributed
a great deal toward the development of
this bil.

It is truly a biparusa.n bill. It is

.something that needs to-be done. actu-

ally has needed to be done for a long
time to correct a situatien where ons:
of the Nation's basic iaws has been in
effect but not effective. Because we are
not dealing with business people -who
are used to the process of withholding
from the payroll of employees. We are
dealing with people who. are average
citizens in the .home. employing other
average citizens in the home, employ-
ing other average citizens to do work
in the home. -

This bill corrects the problem by
streamlining and simplifying the proo-
ess for the employer. makes it easier to
understand and to comply with the
law, and sets a-threshold below which
it is mot necessary to g0 through the
administrative red tape because the
numbers are 80 1ow that the cost of ad-
miristration does not justify the added
effort. So it is long overdue and some-
thing that I believe would serve the
benefit of both the person who employs
someone in the home and the person
who works in the home.

In addition. as the chairman of the
subcommittee knows for many. many
years I have devoted a great deal of at-
tention t0 Social Security, along with
him, to attempt to shore up and sta-
bilize the fund so that Americans could
have more confidence in it. There is a
part of this bill that has been alluded
to that is exceedingly important. that
takes away Social Security benefits
from the triminally insane who are al-
ready being supported by the taxpayers
while institutionalized.

The injustice of paying benefits o
such individuals has cried out for cor-
rection for many, many years, This bill
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finally corrects it, and takes that load
off of the Social Security fund. In
doing so. it helps to stabilize it for the
future.

So on all counts. this bill makes
sense. It is in the interest of the tax-
payers. It is in the interest of the So-
cial Security beneficiaries. It is in the
interest of all Americans, and I urge its
adoption.

Mr. BUNNING. Mr. Speaker, I yield
myself such time as I may consume.

Mr. Speaker, I would like to thank
the ranking member of the Committee
on Ways and Means for the outstanding
job that he has done on our committee.
He mentioned shoring up Social Secu-
rity has been one of his priorities since
he first was ranking on the Sub-
committee on Social Security. He has
worked actively on Social Security is-
sues for over a decade. I want to thank
him for his leadership and guidance,
particularly on this bill, and all the
bills that we take up in the Sub-
committee on Social Security.

It is a pleasure to be here, Mr. Speak-
er, for Congress’ second major piece of
Social Security legislation this year,
and for the final action in a process
that the House started back in March
of last year. This was when the Social
Security Subcommittee held the first
of the three hearings on the provisions
in the conference report. I would like
to commend my colleague, ANDY JA-
COBS, the chairman of the Social Secu-
rity Subcommittee, for his diligence,
persistence, and perseverance.. He is a
pleasure to work with, and I thank him
for another great effort. : -

This legislation addresses three prob-
lems.

The first is one made famous by the
hapless Zoe Baird. Singlehandedly, Ms.
Baird has done more to publicize the
law that provides Social Security pro-
tection for nannies and other domestic
employees than the IRS and the Social
Security Administration have been
able to do combined.

As a result of the publicity that sur-
rounded Zoe Baird, a 1ot of hard work-
ing and normally law-abiding Amer-
ican taxpayers woke up to a terrible re-
alization—that they were tax - cheats
and law breakers.

I am sure that Congress, back in 1951
when domestic workers were first cov-
ered under Social Security, never in-
tended to make law breakers out of
householders who hire cleaning ladies
and parents who hire babysitters. But,
that just what happened when it set
the wage threshold at $50 a calendar
quarter, and never provided for any in-
Crease as the years went by,

A $50 quarterly threshold was prob-
ably more than adequate back in 1951,
and easily exempted the occasional
cleanirg ladv or babysitter earning a
dollar an hour a day or two a month.
Today. $30 is just over a day's pay at
minimum wage.

The conference report before us ad-
dresses these problems. First, It raises
this outdated $50 in wages paid in a cal-
endar quarter to S1.000 paid in a vear,
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Now, I would have preferred a higher

-amount based on the fact that the $50

threshold amount was never indexed. I
strongly supported the $1.800 threshold
that was passed by the House last year,
only to be stripped from the budget
reconciliation bill at the insistence of
the Senate—or even the $1.250 thresh-
old that was in the House version of
this legislation.

But I also appreciate the need to pro-
tect Social Security eligibility for
those who spend their lifetimes clean-
ing other people's homes—many of
whom are low-income women. I believe
that the $1,000 threshold, which will be
indexed, should be high enough to pro-
tect these employees and still relieve
the average householder of the burden
of having to report wages of someone
they occasionally employ in their
bhome. This legislation exempts teen-
agers under 18 who babysit or mow
lawns.

Because Americans who employ
babysitters and cleaning ladies have
been expecting Congress to fix this
problem for over a year now, I am
pleased that the House conferees were
successful in making these provisions
retroactive to January 1994. It took 40
years to recognize and deal with this
problem. Going back to the beginning
of this year was the least Congress
could do for average Americans who oc-
casionally hire people to look after
their children or mow their grass,

The legislation also allows house-
holders who hire domestic workers to
report and pay their employees’ Social
Security taxes as part of their personal
tax returns, rather than have to com-
plete all sorts of complicated addi-
tional paperwork. Because it will be
easier for householders to pay the So-
cial Security taxes on their domestic
workers, more domestic workers will
end up getting the same Social Secu-
rity credit that other workers get to-
ward disability or retirement benefits.

The second provision transfers a
small part of the revenues now going
into the Social Security retirement
trust fund, which the actuaries say has
enough money to last until 2036, to the
disability trust fund. which will run
out of money as early as next spring if
we do not act now. Currently, the dis-
ability program pays over $3 billion a
month in benefits to almost 4 million
severely disabled workers and their
families. We recognize, however, that
this transfer is-just a bandaid, and that
the administration has to take a seri-
ous look at why the disability program
is in trouble. We are looking forward to
getting the study they have been doing
on this serious-problem by October of
next year.

We will also be closely monitoring
SSA's efforts to clear up its disability
backlogs and do disability reviews. In
my opinion, SSA's failure to do these
reviews and take nondisabled people off
the rolls ' has not only contributed to
the program’s financial problems. but
t0 the public’s lack of confidence as
well. There are serious problems at
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SSA. but it will. be an independent
agency next year, unfettered by HHS.
We will be expecting the leadership of
this independent agency to do some-
thing about those problems.

The third provision is also overdue.
Fourteen years ago, Congress voted to
prohibit payment of Social Security
benefits to criminals like the Son of
Sam, who are being completely sup-
ported at ‘the taxpayer's expense as
they serve out their time behind bars.

This provision }ikewise prohibits
bPayment of benefits to those who have
committed terrible crimes, but who are
found not guilty by reason of insanity,
and are institutionalized at taxpayers'’
expense instead of imprisoned. To
allow the criminally insane to collect
benefits is an affront to the families of
the victims of their terrible acts, as
well as to hard-working taxpayers.

Mr. Speaker, it has been a long haul,
but we have finally taken action on
problems that have been around a long
time. This legislation will help mil-
lions of average Americans do the right
thing for those they employ to care for
their children.or ciean their homes. It
will help ensure that the millions of se-
verely disabled Americans and their
families will continue to receive bene-
fits without werry. And it will stop
benefits to the criminally insane who
are already institutionalized at tax-
payers’ expense. I am pleased that we
are considering this important legisla-
tion today, and I urge its speedy pas-

.sage. :

Mr. Speaker, I yield 2 minutes and 30°
seconds to the gentleman from Califor-
nia [Mr. HERGER). C _

Mr. HERGER. Mr. Speaker, I appre-
ciate the opportunity to be nhere today,
in support of the conference agreement

‘on what has become known as the

nanny tax.

Mr. Speaker, when people think
about the problem that average citi-
zens have had reporting and paying the
Social Security taxes on domestic
workers, they usually think in terms of
younger families who employ baby-
sitters to look after their children
while they work, or enjoy an occa-
sional night out.

In fact, this has been a problem for
many senior citizens as well. Many of
us know from watching our own par-
ents and grandparents that, as people
get older, they fight to retain the dig-
nity that comes from being independ-
ent. They do not want to burden their
children, who are busy trying to- raise
their own families—or who live too far
away to provide regular help. So, they
hire individuals to come into their
home to do some of the tasks that they
find difficult to do—clean the house.
take care of the lawn, things like that.

As we know Mr. Speaker, senior citi-
Zéns areé among our most law-abiding
citizens. They want to do the right
thing. And they know better than any-
one the value of earning enough Socia)
Security credit to qualify for benefi::,
in retirement. Unfortunately, up unt:}
now ic was very difficult for them to do
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the right thing when it came to paying
the Social Security tax on domestic
workers they hire because of all of the
extra. complicated paperwork they
have been required to complete four
times a year in addition to their .an-
nual tax return.

Mr. Speaker. this legislation stream-
lines the whole process of paying So-
cial Security taxes on domestic work-
ers by raising the threshold to $1.000 a
vear instead of $50 a quarter. and. more
importantly. by doing away with bur-
densome quarterly returns. and allow-
ing householders—young and old—to
pay the tax on their personal tax re-
turn. By so doing we will be removing
the worry of dealing with burdensome
paperwork every 3 months from the
minds of senior citizens who want to do
the right thing as taxpayers when they
hire domestic workers who help them
to remain independent. :

In closing. I commend the gentleman
from Kentucky for his efforts and lead-
ership on this legislation. and I join
with him and my colleagues in urging
its speedy passage.

Mr. BUNNING. Mr. Speaker. 1 yleld 3
minutes to the gentleman from Wis-
consin {Mr. KLUG].

Mr. KLUG. Mr. Speaker. I would like
to thank my oolleague. the gentleman
from Kentucky [Mr. BUNNING]. who has
been s0 heipful on this whole process
and also %0 the chairman of the sub-
committee. the gentleman from Indi-
ana {Mr. JACOBS]. who has been so won-
derful as well, .

1 would like to take issue with my
colieague from Connecticut who said
today's piece of legislation is an indi-
cation of how well Congress works. To
the contrary. I think it is an indication
of how extraordinarily difficult it can
be around here to get the stmplest
thing done.

My colleague may remember that
this all began in January of 1993, when
one of the President’'s Cabinet nomi-
nees suddenly discovered she had not
paid the Social Security that was due
one of her workers for years. What was
even more frightening was that Ameri-
cans all over this country who go to
work and pay the bills and try to keep
their nose clean discovered that they
were breaking the law because they
were not filing Social Security pay-
ments if they simply paid somebody $50
in a 3month period.

In this day and age. if Members have
three boys like I do and they go out to
the movie once & month and out to din-
ner and then hire somebody to shovel
the snow. bango. they are over the
limit and they have broken the law.

So in February of 1993, I introduced

one of the first variations of legislation
to try to fix this problem and worked
very closely with a number of my col-
leazues around the House. And within
a couple of weeks., we had more than 50
¢osponsors to try to solve the problem.
wnich included annual reporting. &3 t0-
¢av’'s bill does. which required also an
«nnual cost-of-living increase. 2s to-
aay’s piece of legislation does. And
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then we found ourselves amazingly in
front of the Committee on Ways and
Means doing hearings. and it seemed
like full steam ahead.

Then it was in the budget bill. and
then it got stripped out last year in a
conference fight with the Senate.
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Then we found ourselves in February
of 1994. nearly a year after the original
bills had been introduced. nearly a year
after the first hearings had begun. and
we were stalled out. And so at that
point. my colleagues. the gentleman
from Oregon [Mr. KOPETSKI}, and the
gentleman from Wisconsin (Mr. KLECZ-
KA). both Democrats. and ‘the gen-
tleman from Pennsylvania. [Mr..
SANTORUM]. also on the Committee on
Ways and Means. a friend of mine.
began to try to urge the Senator from
New York [Mr. MOYNIHAN] and our col-
leagues in the other body to get mov-
ing so-we could finally get this done.
We almost found ourselves in a situa-
tion again this week where it died in
conference once again, where we had a
$1.800 threshold. a $1.200 threshold. a
$1.000 threshold and a $670 threshold.

In a final gesture to good. common
sense and in a final tribute again tomy
colieagues from Kentucky and Indiana
who managed to stick with “this and-
bulldog all the way. we find ourselves
with a very important piece of legisia-
tion today which solves the problem
which says you have an annual $1.000
standard, a cost -of living increase, and
for the millions of Americans who dis-
covered way back in January of 1993
they were law-breakers will discover
when they file their income taxes next
April. they are no longer.law-breakers,
in fact they can comply with a law
which i3 now meamingful and intel-
ligent and much more germane in 1994
than the 1950°'s piece of legislat.xon we
found ourselves with.

Mr. BUNNING. Mr. %peaker. 1 yield 2
minutes to the gentleman from New
York (Mr. HOUGHTON], a member of the
subcommittee. who has done an excep-
tional amount of work on this legisla-
tion. ‘

Mr. HOUGHTON asked and was given
permission to revise and extend his re-
marks.)

Mr. HOLGHTON Mr. Speaker. 1
would like to talk about a couple of in-
dividuals. First of all, the gentleman
from Kentucky [Mr. BUNNING] and the
gentieman from Indiana {Mr. JACOBS].
They have done an extraordinary job.
But I have got. to talk about the people
that I have worked very closely with
on this. the gentlewoman from Florida
(Mrs. MEEK] and the gentlewoman from
Connecticut [Mrs. KENNELLY). They
really have stuck to this. they put
their heart into it. and I would like to
feel that they were of help to the gen-
tleman from Kentucky {Mr.. BUNNINC]
and the gentleman from Indiana [Mr.
JacoBs] in pulling off this legislative
coup swhich we thought was going to go
down tre drain about 24 hours ago.
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Very briefly. I happen to be an opti-
mist. I know that it is difficult to get
legislation through here. having seen
what happened to GATT and the delay
of that. the fact that this could come
to a conclusion, I am really very happy
about. Some people could think this is
not in the league of finance reform or
of crime legislation or things like that.
but I think it is very important. There
was a problem out there. it was not
being fixed. Not-only were people not
paying their taxes, but also. very im-

- portantly. those making a minimum

amount of wage were not getting So-
cia! Security credit, and not really un-
derstanding it.“The solution was there,
the package was put together. I think
it is a good bill, and I very strongly
support the conference report on H.R
4278.

Mr. BUNNING. Mr. Speaker. I yield

‘myself such time as I may consume.

Mr. Speaker. I would like to thank
the gentleman from New York [Mr.

"HOUGHTON]. my -colleague on the sub-

committee. for his remarks and for his
continued. support during this process.
He has been extremely concerned about
getting the nanny tax problem solved.

Mr. Spedker, I yield 2 minutes to the
gentleman from Louisiana Mr
MCCRERY].

Mr. MCCRERY.. 'Mr Speaker. I-thank
the gentleman ‘for yielding me the
time. - -

Mr. Speaker. I want to thank him for
his valiant efforts on the part of hard-
working Americans who will benefit
from this change in.the law, and also-
the gentieman from Indiana [Mr. Ja-
CcOBs) on the Democratic side, I thank
him for his umylelding effort.s to get
this law simplified.

The Members of the Congress now
bhave an opportunity to do something
that we seldom do here, and, that is, to
make the lives of many hard-working
Americans across this country a little
bit. simpler. .a little bit less com-
plicated. a little bit less burdensome.
Usually what we do on this House floor
has the opposite effect. But this bill fi-
nally is one that can make things bet
ter for folks who try to abide by the
law. who work hard, and also provide a
job for somebody in their community.

. My wife works, and so we Lappen to
have someone who comes in and keeps
our baby boy. We have gone through
this hassle of filing .all the forms nec-
essary. and. of course, paying the
taxes. It is a real disincentive. I was
just talking to another Member who
said that when he and his wife had a
similar circumstance a few years ago.
they hired someone and the hassle was
so great that after keeping that person
on the job for just a little while, they
decided to let the person go, because it
just was not worth the hassle. That is
the effect of the law that is on the
books now ‘that we do nut hear about
too often. people actually losing jobs
because of the hassle that Congress has
imposed upon those families who need
to have somebody tn come into their
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bome and keep their children during
the day.

This bill is a great effort on the part
of the members of the Committee on
Ways and Means who have worked so
hard to make this provision in the law
less complicated and it is a great op-
rortunity for all of us as Members of
the House and Members of the Congress
to do something that will not only
make lives less complicated in this
country but also give the opportunity
for more people to go to work in this
country. Any time we can do that, we
ought to do it.

I urge all of my colleagues to vote in
favor of this legislation.

Mr. BUNNING. Mr. Speaker, I yield
myself such time as I may consume.

Mr. Speaker, I would like to conclude
our side by thanking the chairman of
the Subcommittee on Social Security
for his extreme hard work in solving
some of the problems in the con-
ference, and the staff that worked with
him on solving those problems.

It is not easy to come out with the
numbers that we came out with, but it
is only through our chairman’s hard
work that we were able to accomplish
this. I really cannot say enough kind
things about the gentleman from Indi-
ana [Mr. JAcoBs) and the hard work
that he has done on this. I think gen-
erally speaking that is how good bipar-
tisan legislation comes about. I know
the gentleman tn the chair also has had
a lot of experience in that. I would like
to thank everybody involved in this
whole piece of legislation.

Mr. Speaker, I yield back the balance
of my time.

Mr. JACOBS. Mr. Speaker, 1 yield
myself such time as I may consume.

Mr. Speaker, before making the cus-
tomary motions, I too would like to ex-
press specifically my gratitude first of
all to the gentleman from Kentucky
[Mr. BUNNING). It is just a pure pleas-
dre and an example I think to all Mem-
bers of the Congress and really al] citi-
zens of our country that if you are a
different religion, if you are of a dif-
ferent party or whatever, if we truly do
all want the same things, namely, jus-
tice, fairness, civility. that you can do
it even with honest difference of opin-
fon in a very pleasant way. That has
been my experience working with the
gentleman from Kentucky.

None of God’s children is a waste of
skin. My mother's favorite quotation is
from an old Senator, I think. from Ari-
zona who said, “There iS so much good
in the worst of us and so much bad in
the best of us that it hardly becomes
any of us to say very much about the
rest of us.” That is the best way to leg-
islate. We have honest Qm‘erences of
opinion. although I must' say that the
gentleman  from  Kentucky [Mr.
BUNNING] and I have gone in lockstep
on this obvious problem.

1 also pay my compliments to the
Senator from New York [Mr. Moy-
NIHAN]. He has been a stalwart both
with the independent agency and also
in clarifving and straightening this

problem out: and the gentleman from
Wisconsin {[Mr. KLUG]), as has been indi-
cated, has made an enormous contribu-
tion. been devoted to the cause, and a
number of other people, including the
gentleman from Louisiana [Mr.
MCCRERY] who spoke here today. I
thank those who were kind enough to
compliment my own efforts and I re-
turn those compliments greatly.

Mr. Speaker, in a free society, the
best statecraft is reasonable laws. Rea-
sonable laws will be adhered to because
most people that God put on earth are
reasonable if you get to know them.
Reasonable laws will be obeyed. Unrea-
sonable laws will not be obeyed. Today
we have the opportunity to make a law
that has been enormously unreasonable

reasonable. It is a happy day for all’

Americans.
GENERAL LEAVE

Mr. JACOBS. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days within
which to revise and extend their re-
marks on the conference report on H.R.
4278, the legislation under consider-

-ation.

The SPEAKER pro tempore (Mr.
ROWLAND). Is there objection to the re-
quest of the gentleman from Indiana?

There was no objection.

Mr. BUNNING. Mr. Speaker, I have
no further requests for time, and I
yield back the balance of my time.

Mr. JACOBS. Mr. Speaker, I have no
further requests for time, I yield back
the balance of my time, and I move the
previous question on the conference re-
port.

The previous question was ordered.

The SPEAKER pro tempore. The
question is on the conference report.

The question was taken; and the
Speaker pro tempore announced that
the ayes appeared to have it.

Mr. FORD of Tennessee. Mr. Speaker,
I object to the vote on the ground that
a quorum is not present and make the
point of order that a quorum is not
present.

The SPEAKER pro tempore. Evi-
dently a quorum is not present.

The Sergeant at Arms will notify ab-
sent Members.

The vote was taken by electronic de-
vice. and there were—yeas 423, nays 0,
not voting 11, as follows:

[Roll No. 494)
YEAS—423

Abercrombie Barton Brooks
Ackerman Bateman Browder
Allard Becerra Brown (CA)
Andrews (ME) Beilenson Brown (FL)
Andrews (NJ) Bereuter Brown (OH)
Andrews (TX) Berman Bryant
Archer Bevill Bunning
Armey Bilbray Burton
Bacchus (FL) Bilirakis Buyer
Bachus (AL) Bishop Byrne
baesler Blackwell Callaban
Baker (CA) Bliley Calvert
Baker (LA) Blute Camip
Ballenger Boehlert Canady
Barca Boehner Cantwell
Earcia Bonilla Cardin
Bariow Bonior Carr
Barrett (NE) Borski Castle
Barrett (W] Boucher Chapman
Basilet? HBrewster Clay
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Clayton
Clement
Clinger
Clybura
Coble
Coleman
Colltns (GA)
Coliips (IL)
Collins (XT;
Combest
Condit
Conyers
Cooper
Coppersmith
Costello

Cox

Cramer
Crane

Crapo
Cunningham
Danper
Darden

de la Garza ~
Deal
DeFazio
DeLauro
DeLay
Dellums
Derrick
Deutsch
Diuaz-Balar:
Dickey
Dicks

Dixon
Dooley
Doolittle
Dornan
Dreier
Duncan
Dunn
Durbin
Edwards (CA)
Edwards (TX)
Ehlers
Emerson
Engel

Fields (LA)
Flelds (TX)
Filner
Fingerhut
Fish

Flake
Foglietta
Ford (MI)
Ford (TN)
Fowler
Frank (MA)
Franks (CT)
Franks (NJ)
Frost
Furse
Gallegly
Ge)denson
Gekas
Gephardt
Geren
Gibbons
Gilchrest
Gilimor
Gilman
Gingrich
Ghckman
Gonzalez
Goodlatte
Goodhing
Gordon
Goss
Grams.
Grandy
Green
Greenwood
Gunderscn
Gutierrez
Hall tOH)
Hall (TX}
Hamburg
Hamilten
Hancock
Hansen
Harman
Hasters

Hestings
Hayss

Heley
Hefzer
Herger
Hilhard
Hinchey
Hoagland
Holteon
Hochbrueckner
Hoekstra
Hoke

Holden

Hora
Houghton
Hoyer
Hu!fington
Hughes
Hunzer
Hutcinson
Hatto

Hyde

Inghs

lnhofe

Inslee

Istook

Jaocobs
Jefferson
Johason (CT)
Joknson (GA)
Johnson (SD)
Johnson. E. B.
Jobnson. Sam
Johaston
Kanorski
Kapar
Kasich

Kennedy
Kennelly
Kildes

Lewts (CA)
Lew:s (FL)
Lewns (GA)
Lewns (KY)
Lightfoot
Linder
Lipi
Livingston
Lloyd

Lowey
Lucas
Machtley
Msloney
Macn
Maston
Magzallo
reslies
Mesvinsky
Marwey
Marinez
Matsm)
Mazzoli
McCardless
McClositey
MiCcolium
McCrery
MeCurdy
McDade
M Demott
Mchai?
MsHush
Melaz:s
McKeos
McX:aney
Mcadiian
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McNulty
Meehan
Meek
Menendcz
Meyers
Mfume
Mica
Michel
Miller (CA)
Miller (FL)
Mineta
Minge
Mink
Moakley
Mclinari
Mollohan
Montzomery
Moorhead
Moran
Morella
Murphy
Murtha
Myers
Nadler
Neal (MA)
Neal (NC)
Nussie
Oberstar
Obey

Olver

Ortiz

Orton
Owens
Oxley
Packard
Pallone
Parker
Pastor
Paxon
Payne (NJ)
Payne (VA)
Pelosi
Penny
Peterson (FL)
Peterson (MN)
Petri

Pickett
Pickle
Pombo
Pomeroy
Porter
Portman
Poshard
Price (NC)
Pryce (QH)
Quillen
Quinn
Rahall
Ramstad
Rangel
Ravenpel
Reed

Regula
Reynolds
Richardson
Ridge
Roberts
Roemer
Rogers
Rohrabacher
Ros-Lehtinen
Rose
Rostenkowski
Roth
Roukema
Rowland
Roybal-Allard
Royce

Rash

Sako

Sanders
Sangmeister
Santorum
Sarralius
Sawver
Saxton
Schaefer
Schenk
Schiff
Schroeder
Schumer
Sceott
Sensenbrenner
Serrano
Sharp

Shaw

Shays
Shepherd
Shusics
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Sisisky
Skaggs
Skeen
Skelton
Slaughter
Smuth (14)
Smith (MD)
Smith (NJ)
Smith (OR)
Smith (TX:
Snowe
Solomon
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So the conference report was agreed

to

The result of the vote was announced

as above recorded.
A motion to reconsider was laid on

the table.

October 6, 1994
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SOCIAL SECURITY DOMESTIC EM-
PLOYMENT REFORM ACT OF
1994—CONFERENCE REPORT

Mr. MOYNIHAN. Mr. President, I
submit a report of the committee of
conference on H.R. 4278 and ask for its
immediate consideration.

The PRESIDING OFFICER. The re-
port will be stated.

The legislative clerk read as follows:

October 6, 199+



October 6, 1994

The commitiee of conference on the dis-
agreeing votes of the two Houses on the
amendment of the Senate to the bil]l (HLR.
42731 1o make improvements in the old-age,
survivors, and disability insurance program
under title II of the Social Security Act,
having met. altar full and free conference,
have 2gTeed to recommend and do rec-
ommend to their respective Houses this re-
port. signed by all of the conferees.

The PRESIDING OFFICER. Without
objection, the Senate will proceed to
the consideration of the conference re-
port. .
{The conference report is printed in
the House proceedings of the RECORD of
October 4, 1994.)

Mr. MOYNIHAN. Mr. President, I am
pleased o bring to the floor today the
conference report on H.R. 4278, the So-
cial Security Domestic Employment
Reform Act of 1994. Earlier today the
House voted to approve the report by a
recorded vote of 423 to 0.

Let me begin by thanking the distin-
guished ranking minority member of
the Finance Committee, Senator PACK-
WOOD, for his assistance in bringing
this bill to enactment.

Indeed, I wonid be remiss if I failed to
note that there has been remarkabile
support for this iegislation on both
sides of the aisle. Senators will recall
that on May 12 of this year HR. 4278
was passed by the House of Representa-
tives by a recorded vote of 420 to 0. 1t
passed the Senate on May 25 by unani-
mous consent, .

Tais oonference agreement, which
the House and Senate conferees con-
cluded just late yesterday, updates and
increases the $50 wage threshold used
since 1951 to determine whether an em-
Ployer must pay Bocial Security taxes
on wages paild to domestic employees.

It repeals the current ‘Tequirements
for quarterly filing of domestic em-
ployment taxes. Henoeforth, employers
will be able to file annual reports of
the domestic wages they have paid dur-
ing the year at the same time they file
their personal income tax returns.

Finally, this 1legislation exempts
from Social Betwrity taxes the wages
paid to domestic workers under the age
of 18. with the exception of a young
worker whose principal employment is
domestic service. Thus it completely
exempts wages paid to the teenager
who is the oocasional babysitter or who
mows the neighbor’'s lawn.

As events of the last 2 years have

shown, these changes are long overdue. .

The Department of the Treasury -esti-
mates that fewer than one-quarter of
employers report the wages they pay.to
their domestic employees. This wide-
spread problem of noncompliance in
payment ©of Social Security taxes for
domestic employees was brought to the
attention of the public by the unhappy
experienoe of several nominees for high
government office.

But the most unfortunate effect of
the current law is the fact that many
thousands of domestic workers have
not been receiving the Social Security
wage credits they have rightfully
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earned. "This is a most serious denial of
fairness that cammot go mntended.

“The $50-per-quarter threshold for do-
mestic emplioyees was adopted in 1950,
some 44 years ago. At a hearing by the
Committee on Finance on July 21, 1933,
every witness who appeared supported
increasing the threshold and simplify-
ing the wage reporting requirements.
Among those testifying was Robert J.
Myers, Chief Actuary of the Social Se-
curity Administration for 23 years, who
told the committee that legislation to
this effect would greatly improve cov-
erage compliance for domestic work-
ers. The commrittee heard similar testi-
mony from the Department pf the
‘Treasursy.

Under the conference report, begin-
ning in 1995 the tareshold will increase
to 51,000. In subsequent years the
threshold will be adjusted for growth in
wages, with increases occwrring in $100
increments. ]

In addition, the conference report
simplifies the way employers can pay
the taxes they owe on wages they pay
to  domestic -employees. Currently.
thése employers nmust sit down every 3
months, figure their payroll taxes. and
write 2 check to the IRS for the
amount due. Under the conference re-
port, for 3 years—1995, 1996, and 1997—
employers will be abie to pay the pay-
roll taxes they owe on wages paid to
their domestic employees at the end of
the year, when they file their personal
income tax returns. In wubsequent
Yyears, employers will be aliowed either
to increase the rate of withholding
from their own salaries to cover their
anticipated payroll tax liability on
wages paid to domestic employees or to
make -quarterly estimated tax pay-
ments. ]

The conference report includes other
improvements in the Social Security
program.

It prohibits payment of Social Secn-
Tity benefits to individnals who are
found to be not guilty of an offense by
reason of insanity, but who are, as a re-
sult of such a wverdict, confined in a
public institution. This extends to
these individuals the same rule that
applies to Social Security beneficiaries
who are confined in correctional facili-
ties after having been convicted of a
felony cifense.

There are also two provisions con-
cerning overpayments. One will help
prevert them from ‘happening in the
first place. and the second will allow
the Social Security Administration to
use additional procedures to recover
overpayments after “they have been
made.

More specifically, nursing homes ‘will
be asked to help prevent overpayments
that sometime occur when Supple-
mental Security Income recipients are
first admitted by requiring the nursing
home to report the admission of these
recipients within 2 weeks of the date of
admission. Under the law. a SSI recipi-
ent's benefit is reduced to $30 per
month while in & nursirg home. be-
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cause the cost of care is being paid by
Medicaid.

The conference report also strength-
ens SSA's ability to recover overpay-
ments by giving the agency the same
authority to use certain debt collection
tools that are currently used by other
Federal agencies. Under this provision,
the Social Security Administration
will be able to recover debts owed by
former Social Security beneficiaries by
withholding other Federal payments to
which the debtor is entitled, by report-
ing delinquent debtors to credit report-
ing agencies, and by hiring private debt
coliection agencies to recover out-
standing obligations.

The conference report assures the
solvency of the disability insurance
program by aliocating a greater por-
tion of Social Security taxes to the
Disability Insurance Trost Fand. This
reallocation was neoessitated by the
recent growth in the disability rolls, a
phenomenon which is not yet fully un-
derstood. The conferees agreed to re-
quire the Commissioner of Social Seca-
rity to conduct a study of the rising
costs of the disability program and to
Teport to the Congress by October 1,
1995, on the findings of the study and
any recommendations for legislative
changes.

Mr. President, passage of this legisla-
tion is long over due. I ask that my
colleagues join me in supporting the

conference report on H.R. 4278. )

Mr. President, I ask unanimouns con-
sent that the oonferenoe report be
agreed t0: ‘that the motion to recon-
sider laid on the table: and that any
statements thereon appear in the
RECORD at the appropriate lace as
though read.

The PRESIDING OFFICER.
objection, 1t is 50 ordered.

So the conference report was agreed.

Mr. MOYNIHAN. Mr. President, may
I say, indeed., at long last, after 44
years, we have decriminalized baby-
sitting.

Wlt!;cut







H.R.4278 As finally approved by the House and Senate (Enrolled)

H. R. 4278
One Hundred Third Congress

of the

United States of America
AT THE SECOND SESSION
Begun and held at the City of Washington on Tuesday, the twenty-fifth day of
January, one thousand nine hundred and ninety-four

An Act
To make improvements in the old-age, survivors, and disability insurance
program under title II of the Social Security Act.

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the "Social Security Domestic Employment Reform
Act of 1994".
SEC. 2. SIMPLIFICATION OF EMPLOYMENT TAXES ON DOMESTIC

SERVICES.
(a) Threshold Requirement for Social Security Taxes.--
(1) Amendments of internal revenue code.--
(A) General rule.--Subparagraph (B) of section 3121(a)(7) of the

Internal Revenue Code of 1986 (defining wages) is amended to read as
follows:



"(B) cash remuneration paid by an employer in any calendar year
to an employee for domestic service in a private home of the employer
(including domestic service described in subsection (8)(9)), if the
cash remuneration paid in such year by the employer to the employee
for such service is less than the applicable dollar threshold (as
defined in subsection (x)) for such year;".

(B) Applicable dollar threshold.--Section 3121 of such Code is
amended by adding at the end thereof the following new subsection:

"(x) Applicable Dollar Threshold.--For purposes of subsection (a)(7)(B),
the term 'applicable dollar threshold' means $1,000. In the case of calendar
years after 1995, the Commissioner of Social Security shall adjust such
$1,000 amount at the same time and in the same manner as under section
215(a)(1)(B)(ii) of the Social Security Act with respect to the amounts
referred to in section 215(a)(1)(B)(i) of such Act, except that, for purposes
of this paragraph, 1993 shall be substituted for the calendar year referred
to in section 215(a)(1)B)(ii)(I) of such Act. If any amount as adjusted
under the preceding sentence is not a multiple of $100, such amount shall be
rounded to the next lowest multiple of $100.".

(C) Employment of domestic employees under age 18 excluded from
coverage.--Section 3121(b) of such Code (defining employment) is
amended--

(i) by striking "or" at the end of paragraph (19),

(i) by striking the period at the end of paragraph (20) and
inserting "; or", and

(iii) by adding at the end the following new paragraph:
"(21) domestic service in a private home of the employer which--

"(A) is performed in any year by an individual under the age of
18 during any portion of such year; and

"(B) is not the principal occupation of such employee.".



(D) Conforming amendments.--The second sentence of section
3102(a) of such Code is amended--

(i) by striking "calendar quarter" each place it appears and
inserting "calendar year", and

(ii) by striking "$50" and inserting "the applicable dollar
threshold (as defined in section 3121(x)) for such year".

(2) Amendment of social security act.--

(A) General rule.--Subparagraph (B) of section 209(a)(6) of the
Social Security Act (42 U.S.C. 409(a)(6)(B)) is amended to read as
follows:

"(B) Cash remuneration paid by an employer in any calendar year to an
employee for domestic service in a private home of the employer
(including domestic service described in section 210(f)(5)), if the cash
remuneration paid in such year by the employer to the employee for such

service is less than the applicable dollar threshold (as defined in
section 3121(x) of the Internal Revenue Code of 1986) for such year;".

(B) Employment of domestic employees under age 18 excluded from
coverage.--Section 210(a) of such Act (42 U.S.C. 410(2)) is amended--

(i) by striking "or" at the end of paragraph (19),

(ii) by striking the period at the end of paragraph (20) and
inserting "; or", and

(iii) by adding at the end the following new paragraph:
"(21) Domestic service in a private home of the employer which--

"(A) is performed in any year by an individual under the age of
18 during any portion of such year; and

"(B) is not the principal occupation of such employee.".



(3) Effective dates.--

(A) In general.--Except as provided in subparagraph (B), the
amendments made by this subsection shall apply to remuneration paid
after December 31, 1993.

(B) Excluded employment.--The amendments made by paragraphs
(1)(C) and (2)(B) shall apply to services performed after December
31, 1994.

(4) No loss of social security coverage for 1994; continuation of w-2
filing requirement.--Notwithstanding the amendments made by this
subsection, if the wages (as defined in section 3121(a) of the Internal
Revenue Code of 1986) paid during 1994 to an employee for domestic
service in a private home of the employer are less than $1,000--

(A) the employer shall file any return or statement required
under section 6051 of such Code with respect to such wages
(determined without regard to such amendments), and

(B) the employee shall be entitled to credit under section 209 of
the Social Security Act with respect to any such wages required to be
included on any such return or statement.

(b) Coordination of Collection of Domestic Service Employment Taxes With
Collection of Income Taxes.--

(1) In general.--Chapter 25 of the Internal Revenue Code of 1986

(relating to general provisions relating to employment taxes) is amended
by adding at the end thereof the following new section:

"SEC. 3510. COORDINATION OF COLLECTION OF DOMESTIC SERVICE
EMPLOYMENT TAXES WITH COLLECTION OF INCOME TAXES.
"(a) General Rule.--Except as otherwise provided in this section--

"(1) returns with respect to domestic service employment taxes shall
be made on a calendar year basis,



"(2) any such return for any calendar year shall be filed on or
before the 15th day of the fourth month following the close of the
employer's taxable year which begins in such calendar year, and

"(3) no requirement to make deposits (or to pay installments under
section 6157) shall apply with respect to such taxes.

"(b) Domestic Service Employment Taxes Subject to Estimated Tax
Provisions.--

"(1) In general.--Solely for purposes of section 6654, domestic
service employment taxes imposed with respect to any calendar year shall
be treated as a tax imposed by chapter 2 for the taxable year of the
employer which begins in such calendar year.

"(2) Employers not otherwise required to make estimated payments.--
Paragraph (1) shall not apply to any employer for any calendar year if--

"(A) no credit for wage withholding is allowed under section 31
to such employer for the taxable year of the employer which begins in
such calendar year, and

"(B) no addition to tax would (but for this section) be imposed
under section 6654 for such taxable year by reason of section
6654(e).

"(3) Annualization.--Under regulations prescribed by the Secretary,
appropriate adjustments shall be made in the application of section
6654(d)(2) in respect of the amount treated as tax under paragraph (1).

"(4) Transitional rule.--In the case of any taxable year beginning
before January 1, 1998, no addition to tax shall be made under section

6654 with respect to any underpayment to the extent such underpayment was

created or increased by this section.

"(c) Domestic Service Employment Taxes.--For purposes of this section,
the term 'domestic service employment taxes' means--

-

"(1) any taxes imposed by chapter 21 or 23 on remuneration paid for
domestic service in a private home of the employer, and



"(2) any amount withheld from such remuneration pursuant to an
agreement under section 3402(p).

For purposes of this subsection, the term 'domestic service in a private home
of the employer' includes domestic service described in section 3121(g)(5).

"(d) Exception Where Employer Liable for Other Employment Taxes.--To the
extent provided in regulations prescribed by the Secretary, this section
shall not apply to any employer for any calendar year if such employer is
liable for any tax under this subtitle with respect to remuneration for
services other than domestic service in a private home of the employer.

"(e) General Regulatory Authority.--The Secretary shall prescribe such
regulations as may be necessary or appropriate to carry out the purposes of
this section. Such regulations may treat domestic service employment taxes as
taxes imposed by chapter 1.for purposes of coordinating the assessment and
collection of such employment taxes with the assessment and collection of
domestic employers' income taxes.

"(f) Authority To Enter Into Agreements To Collect State Unemployment
Taxes.--

"(1) In general.--The Secretary is hereby authorized to enter into an
agreement with any State to collect, as the agent of such State, such
State's unemployment taxes imposed on remuneration paid for domestic
service in a private home of the employer. Any taxes to be collected by
the Secretary pursuant to such an agreement shall be treated as domestic
service employment taxes for purposes of this section.

"(2) Transfers to state account.--Any amount collected under an
agreement referred to in paragraph (1) shall be transferred by the
Secretary to the account of the State in the Unemployment Trust Fund.

"(3) Subtitle f made applicable.--For purposes of subtitle F, any
amount required to be collected under an agreement under paragraph (1)
shall be treated as a tax imposed by chapter 23.

"(4) State.--For purposes of this subsection, the term 'State' has
the meaning given such term by section 3306(j)(1).".



(2) Clerical amendment.--The table of sections for chapter 25 of such
Code is amended by adding at the end thereof the following:

"Sec. 3510. Coordination of collection of domestic service
employment taxes with collection of income
taxes.".

(3) Effective date.--The amendments made by this subsection shall
apply to remuneration paid in calendar years beginning after December 31,
1994.

(4) Expanded information to employers.--The Secretary of the Treasury
or the Secretary's delegate shall prepare and make available information
n the Federal tax obligations of employers with respect to employees
performing domestic service in a private home of the employer. Such
information shall also include a statement that such employers may have
obligations with respect to such employees under State laws relating to
unemployment insurance and workers compensation.

SEC. 3. ALLOCATIONS TO FEDERAL DISABILITY INSURANCE TRUST
FUND.

(a) Allocation With Respect to Wages.--Section 201(b)(1) of the Social
Security Act (42 U.S.C. 401(b)(1)) is amended by striking "(O) 1.20 per
centum" and all that follows through "December 31, 1999, and so reported,”
and inserting "(O) 1.20 per centum of the wages (as so defined) paid after
December 31, 1989, and before January 1, 1994, and so reported, (P) 1.88 per
centum of the wages (as so defined) paid after December 31, 1993, and before
January 1, 1997, and so reported, (Q) 1.70 per centum of the wages (as so
defined) paid after December 31, 1996, and before January 1, 2000, and so
reported, and (R) 1.80 per centum of the wages (as so defined) paid after
December 31, 1999, and so reported,”.

(b) Allocation With Respect to Self-Employment Income.--Section 201(b)(2)
of such Act (42 U.S.C. 401(b)(2)) is amended by striking "(O) 1.20 per
centum" and all that follows through "December 31, 1999," and inserting "(O)
1.20 per centum of the amount of self-employment income (as so defined) so
reported for any taxable year beginning after December 31, 1989, and before
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January 1, 1994, (P) 1.88 per centum of the amount of self-employment income
(as so defined) so reported for any taxable year beginning after December 31,
1993, and before January 1, 1997, (Q) 1.70 per centum of the amount of self-
employment income (as so defined) so reported for any taxable year beginning
after December 31, 1996, and before January 1, 2000, and (R) 1.80 per centum
of the amount of self-employment income (as so defined) so reported for any
taxable year beginning after December 31, 1999,".

(c) Effective Date.--The amendments made by this section shall apply with
respect to wages paid after December 31, 1993, and self-employment income for
taxable years beginning after such date.

(d) Study on Rising Costs of Disability Benefits.--
(1) In general.--As soon as practicable after the date of the
enactment of this Act, the Commissioner of Social Security shall conduct

a comprehensive study of the reasons for rising costs payable from the
Federal Disability Insurance Trust Fund.

(2) Matters to be included in study.--In conducting the study under
this subsection, the Commissioner of Social Security shall--

(A) determine the relative importance of the following factors in
increasing the costs payable from the Trust Fund:

(1) increased numbers of applications for benefits;
(i1) higher rates of benefit allowances; and
(iii) decreased rates of benefit terminations; and
(B) identify, to the extent possible, underlying social,
economic, demographic, programmatic, and other trends responsible for

changes in disability benefit applications, allowances, and
terminations.



(3) Report.--Not later than October 1, 1995, the Commissioner of
Social Security shall transmit a report to the Committee on Ways and
Means of the House of Representatives and the Committee on Finance of the
Senate setting forth the results of the study conducted under this
subsection, together with any recommendations for legislative changes
which the Commissioner determines appropriate.

SEC. 4. NONPAYMENT OF BENEFITS TO INCARCERATED INDIVIDUALS
AND INDIVIDUALS CONFINED IN CRIMINAL CASES PURSUANT TO
CONVICTION OR BY COURT ORDER BASED ON FINDINGS OF INSANITY.

(a) In General.--Section 202(x) of the Social Security Act (42 U.S.C.
402(x)) 1s amended--

(1) in the heading, by inserting "and Certain Other Inmates of
Publicly Funded Institutions" after "Prisoners”;

(2) by striking "(x)(1) Notwithstanding" and all that flows through
the end of paragraph (1) and inserting the following:

"(x)(1)(A) Notwithstanding any other provision of this title, no monthly
benefits shall be paid under this section or under section 223 to any
individual for any month during which such individual--

"(i) is confined in a jail, prison, or other penal institution or
correctional facility pursuant to his conviction of an offense punishable
by imprisonment for more than 1 year (regardless of the actual sentence
imposed), or

"(ii) is confined by court order in an institution at public expense
in connection with--

"(I) a verdict or finding that the individual 1s guilty but
insane, with respect to an offense punishable by imprisonment for
more than 1 year,

. "(I) a verdict or finding that the-individual is not guilty of
such an offense by reason of insanity,



"(III) a finding that such individual is incompetent to stand
trial under an allegation of such an offense, or

"(IV) a similar verdict or finding with respect to such an
offense based on similar factors (such as a mental disease, a mental
defect, or mental incompetence).

"(B)(i) For purposes of clause (i) of subparagraph (A), an individual
shall not be considered confined in an institution comprising a jail, prison,
or other penal institution or correctional facility during any month
throughout which such individual is residing outside such institution at no
expense (other than the cost of monitoring) to such institution or the penal
system or to any agency to which the penal system has transferred
Jurisdiction over the individual.

"(ii) For purposes of clause (ii) of subparagraph (A), an individual
confined in an institution as described in such clause (ii) shall be treated
as remaining so confined until--

"(D he or she is released from the care and supervision of such
institution, and

"(II) such institution ceases to meet the individual's basic living
needs.";

and

(3) in paragraph (3), by striking "any individual” and all that
follows and inserting "any individual who is confined as described in
paragraph (1) if the confinement is under the jurisdiction of such agency
and the Commissioner of Social Security requires such information to
carry out the provisions of this section.”.

(b) Effective Date.--The amendments made by this section shall apply with
respect to benefits for months commencing after 90 days after the date of the
enactment of this Act.
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SEC. 5. ADDITIONAL DEBT COLLECTION PRACTICES.

(a) In General.--Section 204 of the Social Security Act (42 U.S.C. 404)
is amended by adding at the end the following new subsection:

"(f)(1) With respect to any delinquent amount, the Commissioner of Social
Security may use the collection practices described in sections 3711(f),
3716, and 3718 of title 31, United States Code, as in effect on October 1,
1994.

"(2) For purposes of paragraph (1), the term 'delinquent amount' means an
amount--

"(A) in excess of the correct amount of payment under this title;

"(B) paid to a person after such person has attained 18 years of age;
and '

"(C) determined by the Commissioner of Social Security, under
regulations, to be otherwise unrecoverable under this section after such
person ceases to be a beneficiary under this title.".

(b) Conforming Amendment.--Section 3701(d) of title 31, United States
Code, is amended by inserting ", except to the extent provided under section
204(f) of such Act (42 U.S.C. 404(f))," after "the Social Security Act (42
U.S.C. 301 et seq.)".

(c) Effective Date.--The amendments made by this section shall apply to
collection activities begun on or after the date of the enactment of this Act
and before October 1, 1999.

SEC. 6. NURSING HOMES REQUIRED TO REPORT ADMISSIONS OF SSI
RECIPIENTS.

(a) In General.--Section 1631(e)(1) of the Social Security Act (42 U.S.C.
1383(e)(1)) is amended by adding at the end the following new subparagraph:

"(C) For purposes of making determinations under section 1611(g), the

requirements prescribed by the Commissioner of Social Security pursuant to
subparagraph (A) of this paragraph shall require each administrator of a
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nursing home, extended care facility, or intermediate care facility, within 2
weeks after the admission of any eligible individual or eligible spouse
receiving benefits under this title, to transmit to the Commissioner a report
of the admission.".

(b) Effective Date.--The amendment made by subsection (a) shall apply to
admissions occurring on or after October 1, 1995.

SEC. 7. RULE OF CONSTRUCTION.

Until March 31, 1995, any reference in this Act (other than section 3(d))
or any amendment made by this Act to the Commissioner of Social Security
shall be deemed a reference to the Secretary of Health and Human Services.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.
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PUBLIC LAW 103-387—O0CT. 22, 1994 108 STAT. 4071
Public Law 103-387

103d Congress
An Act
To make improvements in the old-age, survivors, and disability insurance program Oct. 22, 1994
under title II of the Social Security Act. [H.R. 4278)
Be it enacted by the Senate and House of Representatives of _ .
the United States of America in Congress assembled, %%cwzls_ﬁcumy
m
SECTION 1. SHORT TITLE. Employment
This Act may be cited as the “Social Security Domestic Employ-. {‘;52?‘“ Act of
ment Reform Act of 1994”. 26 USC 1 note.
SEC. 2. SIMPLIFICATION OF EMPLOYMENT TAXES ON DOMESTIC
SERVICES.

(a) THRESHOLD REQUIREMENT FOR SOCIAL SECURITY TAXES.—
(1) AMENDMENTS OF INTERNAL REVENUE CODE.—

(A) GENERAL RULE.—Subpara%rath (B) of section
3121(a)(7) of the Internal Revenue Code of 1986 (defining 26 USC 3121.
wages) is amended to read as follows:

“B) cash remuneration paid by an employer in any
calendar year to an employee for domestic service in a
private home of the employer (including domestic service
described in subsection (g)(5)), if the cash remuneration
paid in such year by the employer to the employee for
such service is less than the applicable dollar threshold
(as defined in subsection (x)) for such year;”.

(B) APPLICABLE DOLLAR THRESHOLD.—Section 3121 of
such Code is amended by adding at the end thereof the
following new subsection:

“(x) APPLICABLE DOLLAR THRESHOLD.—For Sgrposes of sub-
section (a)(7)(B), the term ‘applicable dollar threshold’ means
$1,000. In the case of calendar years after 1995, the Commissioner
of Social Security shall adjust such $1,000 amount at the same
time and in the same manner as under section 215(a)(1)(B)(ii)
of the Social Security Act with respect to the amounts referred
to in section 215(a)(1)(B)(i) of such Act, except that, for purposes
of this J)aragraph, 1993 shall be substituted for the calendar year
referred to in section 215(a)(1)(B)(ii)(II) of such Act. If any amount
as adjusted under the preceding sentence is not a multiple of
$%gob 0such amount s be rounded to the next lowest multiple
of $100.”.

(C) EMPLOYMENT OF DOMESTIC EMPLOYEES UNDER AGE
18 EXCLUDED FROM COVERAGE.—Section 3121(b) of such
Code (defining employment) is amended—

(i) by striking “or” at the end of paragraph (19),
(i) by striking the period -at the end of paragraph
(20) and inserting “; or”, and
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(1i1ﬁ) by adding at the end the following new para-
graph:

“(21) domestic service in a private home of the employer
which—

“(A) is performed in any year by an individual under
the age of 18 during any portion of such year; and

“(B) is not the principal occupation of such employee.”.

(D) CONFORMING AMENDMENTS.—The second sentence
of section 3102(a) of such Code is amended—

(i) by striking “calendar quarter” each place it
appe(a:;sband insertin 5“8alengar year”, anli‘ih licabl

i) by striking “$50” and inserting “the applicable
dollgr threshold (as defined in section 312 l(x))p or such
year”.

(2) AMENDMENT OF SOCIAL SECURITY ACT.—

(A) GENERAL RULE.—Subparagraph (B) of section
209(a)(6) of the Social Security Act (42 U.S.C. 409(a)(6)(B))
1s amended to read as follows:

“(B) Cash remuneration fpa.id by an employer in any cal-
endar year to an employee for domestic service in a private
home of the employer (including domestic service described
in section 210(1')85)), if the cash remuneration paid in such
year by the employer to the employee for such service is less
than the applicable dollar threshold (as defined in section
3121(x) of the Internal Revenue Code of 1986) for such year;”.

(B) EMPLOYMENT OF DOMESTIC EMPLOYEES UNDER AGE
18 EXCLUDED FROM COVERAGE.—Section 210(a) of such Act
(42 U.S.C. 410(a)) is amended—

(i) by striking “or” at the end of paragraph (19),

(ii) by striking the period at the end of paragraph
(20) and inserting “; or”, and

(1i1ﬁ) by adding at the end the following new para-

graph:
b ‘;&21) Domestic service in a private home of the employer
which—
“(A) is performed in any year by an individual under
the age of 18 during any portion of such year; and
“(B) is not the principal occupation of such employee.”.
26 USC 3102 (3) EFFECTIVE DATES.—
note. (A) IN GENERAL.—Except as provided in subparagraph
(B), the amendments made by this subsection s apply
to remuneration paid after December 31, 1993.
(B) EXCLUDED EMPLOYMENT.—The amendments made
by ﬂparagraphs (1XC) and (2)B) shall apply to services
erformed after December 31, 1994.
26 USC 3102 4) NO LOSS OF SOCIAL SECURITY COVERAGE FOR 1994,
note. CONTINUATION OF W-2 FILING REQUIREMENT.—Notwithstanding
the amendments made by this subsection, if the wages (as
defined in section 3121(a) of the Internal Revenue Code of
1986) paid during 1994 to an employee for domestic service
in a private home of the employer are less than $1,000—
(A) the employer shalf) file any return or statement
required under section 6051 of such Code with respect
to such wages (determined without regard to such amend-
ments), anf
(B) the employee shall be entitled to credit under sec-
tion 209 of the Social Security Act with respect to any



PUBLIC LAW 103-387—OCT. 22, 1994 108 STAT. 4073

such wages required to be included on any such return

or statement.

(b) COORDINATION OF COLLECTION OF DOMESTIC SERVICE
EMPLOYMENT TAXES WITH COLLECTION OF INCOME TAXES.—

(1) IN GENERAL.—Chapter 25 of the Internal Revenue Code
of 1986 (relating to general provisions relating to employment
taxes) is amended by adding at the end thereof the following
new section: :

“SEC. 3510. COORDINATION OF COLLECTION OF DOMESTIC SERVICE
EMPLOYMENT TAXES WITH COLLECTION OF INCOME
TAXES. ’

“(a) GENERAL RULE.—Except as otherwise provided in this sec-
tion—

“(1) returns with respect to domestic service employment
taxes shall be made on a calendar year basis,

“(2) any such return for any calendar year shall be filed
on or before the 15th day of the fourth month following the
close of the employer's taxable year which begins in such cal-
endar year, and

“(3) no requirement to make deposits (or to pay install-
ments under section 6157) shall apply with respect to such
taxes.

“(b) DOMESTIC SERVICE EMPLOYMENT TAXES SUBJECT TO ESTI-
MATED TAX PROVISIONS.—

“(1) IN GENERAL.—Solely for purposes of section 6654,
domestic service employment taxes imposed with respect to
any calendar year shall be treated as a tax imposed by chapter
2 for the taxable year of the employer which begins in such
calendar year.

“(2) EMPLOYERS NOT OTHERWISE REQUIRED TO MAKE ESTI-
MATED PAYMENTS.—Paragraph (1) shall not apply to any
employer for any calendar year if—

“(A) no credit for wage withholding is allowed under
section 31 to such employer for the taxable year of the
employer which begins in such calendar year, and

“B) no addition to tax would (but for this section)
be imposed under section 6654 for such taxable year by
reason of section 6654(e).

“(3) ANNUALIZATION.—Under regulations prescribed by the
Secretary, appropriate adjustments shall be made in the
application of section 6654(d)2) in respect of the amount
treated as tax under paragraph (1).

“(4) TRANSITIONAL RULE.—In the case of any taxable year
beginning before January 1, 1998, no addition to tax shall
be made under section 6654 with respect to any underpayment
to the extent such underpayment was created or increased
by this section.

“(c) DOMESTIC SERVICE EMPLOYMENT TAXES.—For purposes of
this section, the term ‘domestic service employment taxes’ means—

“(1) any taxes imposed by chapter 21 or 23 on remuneration
paild for domestic service in a private home of the employer,
an

“(2) any amount withheld from such remuneration pursu-
ant to an agreement under section 3402(p).
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26 USC 3510
note.

26 USC 3510
note.

For purﬁoses of this subsection, the term ‘domestic service in a
private home of the employer includes domestic service described
In section 3121(g)(5).

“(d) EXCEPTION WHERE EMPLOYER LIABLE FOR OTHER EMPLOY-
MENT TAXES.—To the extent provided in regulations prescribed
by the Secretary, this section shall not ap fy to any employer
for any calendar year if such employer is liable for any tax under
this subtitle with respect to remuneration for services other than
domestic service in a private home of the employer.

“(e) GENERAL REGULATORY AUTHORITY.—The Secretary shall
prescribe such regulations as may be necessary or appropriate
to carry out the purposes of this section. Such regulations may
treat domestic service employment taxes as taxes imposed by chap-
ter 1 for purposes of coordinating the assessment and collection
of such employment taxes with the assessment and collection of
domestic employers’ income taxes.

“(f) AUTHORITY To ENTER INTO AGREEMENTS T0 COLLECT STATE
UNEMPLOYMENT TAXES.—

“(1) IN GENERAL.—The Secretary is hereby authorized to
enter into an agreement with any State to collect, as the
agent of such State, such State’s unemployment taxes imposed
on remuneration paid for domestic service in a private home
of the employer. Any taxes to be collected by the Secretary
pursuant to such an agreement shall be treated as domestic
service employment taxes for purposes of this section.

“(2) TRANSFERS TO STATE ACCOUNT.—Any amount collected
under an agreement referred to in paragraph (1) shall be trans-
ferred by the Secretary to the account of the State in the
Unemployment Trust Fund. :

“(3) SUBTITLE F MADE APPLICABLE.—For purposes of subtitle
F, any amount required to be collected under an agreement
under paragraph (1) shall be treated as a tax imposed by
chapter 23.

“(4) STATE.—For purposes of this subsection, the term
‘State’ has the meaning given such term by section 3306(j)(1).”.

(2) CLERICAL AMENDMENT.—The table of sections for chap-
ter 25 of such Code is amended by adding at the end thereof
the following:

“Sec. 3510. Coordination of collection of domestic service employment taxes
with collection of income taxes.”.

(3) EFFECTIVE DATE.—The amendments made by this sub-
section shall apply to remuneration paid in calendar years
beginning after December 31, 1994.

(4) EXPANDED INFORMATION TO EMPLOYERS.—The Secretary
of the Treasury or the Secretary’s delegate shall prepare and
make available information on the Federal tax obligations of
employers with respect to employees performing domestic serv-
ice in a private home of the employer. Such information shall
also include a statement that such employers may have obliga-
tions with respect to such employees under State laws relating
to unemployment insurance and workers compensation.

SEC. 3. ALLOCATIONS TO FEDERAL DISABILITY INSURANCE TRUST
FUND.
(a) ALLOCATION WITH RESPECT TO WAGES.—Section 201(b)(1)

of the Social Security Act (42 U.S.C. 401(bX1)) is amended by
striking “(O) 1.20 per centum” and all that follows through “Decem-
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ber 31, 1999, and so reported,” and inserting “(O) 1.20 per centum
of the wages (as so defined) paid after December 31, 1989, and
before January 1, 1994, and so reported, (P) 1.88 per centum of
the wages (as so defined) paid after December 31, 1993, and before
January 1, 1997, and so reported, (Q) 1.70 per centum of the
wages (as so defined) paid after December 31, 1996, and before
January 1, 2000, and so reported, and (R) 1.80 per centum of
the wages (as so defined) paid after December 31, 1999, and so
reported,”.

(b) ALLOCATION WITH RESPECT TO SELF-EMPLOYMENT
INCOME.—Section 201(b)2) of such Act (42 U.S.C. 401(b)2)) is
amended by striking “(O) 1.20 per centum” and all that follows
through “December 31, 1999,” and inserting “(O) 1.20 per centum
of the amount of self-employment income (as so defined) so reported
for any taxable year beginning after December 31, 1989, and before
January 1, 1994, (P) 1.88 per centum of the amount of self-employ-
ment income (as so defined) so reported for any taxable year begin-
ning after December 31, 1993, and before January 1, 1997, (Q)
1.70 per centum of the amount of self-employment income (as
so defined) so reported for any taxable year beginning after Decem-
ber 31, 1996, and before January 1, 2000, and (R) 1.80 per centum
of the amount of self-employment income (as so defined) so reported
for any taxable year beginning after December 31, 1999,”.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply with respect to wages paid after December 31, 1993,
gnd self-employment income for taxable years beginning after such

ate.

(d) STUDY ON RISING COSTS OF DISABILITY BENEFITS.—

(1) IN GENERAL—As soon as practicable after the date
of the enactment of this Act, the Commissioner of Social Secu-
rity shall conduct a comprehensive study of the reasons for
?sin,{g costs payable from the Federal Disability Insurance Trust

und.

(2) MATTERS TO BE INCLUDED IN STUDY.—In conducting
the study under this subsection, the Commissioner of Social
Security shall—

(A) determine the relative importance of the following
factors in increasing the costs payable from the Trust Fund:
(1) increased numbers of applications for benefits;
(ii) higher rates of benefit allowances; and
(iii) decreased rates of benefit terminations; and
(B) identify, to the extent possible, underlying social,
economic, demographic, programmatic, and other trends
responsible for changes in disability benefit applications,
allowances, and terminations.

(3) REPORT.—Not later than October 1, 1995, the Commis-
sioner of Social Security shall transmit a report to the Commit-
tee on Ways and Means of the House of Representatives and
the Committee on Finance of the Senate setting forth the
results of the study conducted under this subsection, together
with any recommendations for legislative changes which the
Commissioner determines appropriate.

42 USC 401 note.
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42 USC 402 note.

SEC. 4. NONPAYMENT OF BENEFITS TG INCARCERATED INDIVIDUALS
AND INDIVIDUALS CONFINED IN CRIMINAL CASES PURSU-
ANT TO CONVICTION OR BY COURT ORDER BASED ON FIND-
INGS OF INSANITY.

(a) IN GENERAL.—Section 202(x) of the Social Security Act
(42 U.S.C. 402(x)) is amended—

(1) in the heading, by inserting “and Certain Other Inmates
of Publicly Funded Institutions” after “Prisoners”;

(2) by striking “(x)(1) Notwithstanding” and all that follows
through the end of paragraph (1) and inserting the following:
“(xX1)(A) Notwithstanding any other provision of this title,

no monthly benefits shall be paid under this section or under
section 223 to any individual for any month during which such
individual—

“(i) is confined in a jail, prison, or other penal institution
or correctional facility pursuant to his conviction of an offense
punishable by imprisonment for more than 1 year (regardless
of the actual sentence imposed), or

“(ii) is' confined by court order in an institution at public
expense in connection with—

“(I) a verdict or finding that the individual is guilty
but insane, with respect to an offense punishable by impris-
onment for more than 1 year, '

“II) a verdict or finding that the individual is not
guilty of such an offense by reason of insanity,

“1I) a finding that such individual is incompetent
to stand trial under an allegation of such an offense, or

“IV) a similar verdict or finding with respect to such
an offense based on similar factors (such as a mental
disease, a mental defect, or mental incompetence).

“(B)(i) For purposes of clause (i) of subparagraph (A), an individ-
ual shall not be considered confined in an institution comprising
a jail, prison, or other penal institution or correctional facility
during any month throughout which such individual is residing
outside such institution at no expense (other than the cost of mon-
itoring) to such institution or the penal system or to any agency
to which the penal system has transferred jurisdiction over the
individual.

“(ii) For purposes of clause (ii) of subparagraph (A), an individ-
ual confined in an institution as described in such clause (ii) shall
be treated as remaining so confined until—

“() he or she is released from the care and supervision
of such institution, and

“(I) such institution ceases to meet the individual’s basic
Linvfing needs.”;

(3) in paragraph (3), by striking “any individual” and all
that follows and inserting “any individual who is confined as
described in paragraph (1) if the confinement is under the
jurisdiction ofP such agency and the Commissioner of Social
Security requires such information to carry out the provisions
of this section.”.

(b) EFFECTIVE DATE.—The amendments made by this section
shall apply with respect to benefits for months commencing after
90 days after the date of the enactment of this Act.
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SEC. 5. ADDITIONAL DEBT COLLECTION PRACTICES.

(a) IN GENERAL.—Section 204 of the Social Security Act (42
U.S.C. 404) is amended by adding at the end the following new
subsection:

“f)(1) With respect to any delinquent amount, the Commis-
sioner of Social Security may use the collection practices described
in sections 3711(f), 3716, and 3718 of title 31, United States Code,
as in effect on October 1, 1994.

“(2) For purposes of paragraph (1), the term ‘delinquent amount’
means an amount—

“(A) in excess of the correct amount of payment under
this title; :

“(B) paid to a person after such person has attained 18
years of age; and

“(C) determined by the Commissioner of Social Security,
under regulations, to be otherwise unrecoverable under this
section after such person ceases to be a beneficiary under
this title.”.

(b) CONFORMING AMENDMENT.—Section 3701(d) of title 31,
United States Code, is amended by inserting “, except to the extent
provided under section 204(f) of such Act (42 U.S.C. 404(f),” after
the Social Security Act (42 U.S.C. 301 et seq.)”.

(c) EFFECTIVE DATE.—The amendments made by this section 31 USC 3701
shall apply to collection activities begun on or after the date of M°%
the enactment of this Act and before October 1, 1999.

SEC. 6. NURSING HOMES REQUIRED TO REPORT ADMISSIONS OF SSI
RECIPIENTS.

(a) IN GENERAL.—Section 1631(e)(1) of the Social Security Act
(42 U.S.C. 1383(e)(1)) is amended by adding at the end the following
new subparagraph:

“(C) For purposes of making determinations under section
1611(e), the requirements prescribed by the Commissioner of Social
Security pursuant to subparagraph (A) of this paragraph shall
require each administrator of a nursing home, extended care facility,
or intermediate care facility, within 2 weeks after the admission
of any eligible individual or eligible spouse receiving benefits under
this title, to transmit to the Commissioner a report of the
admission.”.

(b) EFFECTIVE DATE.—The amendment made by subsection (a) 42 USC 1383
shall apply to admissions occurring on or after October 1, 1995 Rote-
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42USC 402 note. SEC. 7. RULE OF CONSTRUCTION.

Until March 31, 1995, any reference in this Act (other than
section 3(d)) or any amendment made by this Act to the Commis-
sioner of Social Security shall be deemed a reference to the Sec-
retary of Health and Human Services.

Approved October 22, 1994.

LEGISLATIVE HISTORY—H.R. 4278 (S. 1231):

HOUSE REPORTS: ggs.f 103-491 (Comm. on Ways and Means) and 103-842 (Comm. of
~onference).
SENATE REPORTS: No. 103-252 accompanying S. 1231 (Comm. on Finance).
CONGRESSIONAL RECORD, Vol. 140 (1994):
May 10, 12, considered and passed House.
May 25, considered and passed Senate, amended, in lieu of S. 1231.
Oct. 6, House and Senate agreed to conference report.
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DEPARTMENT OF THE TREASURY
WASHINGTON, O.C,

AECNETARY OF THE TREASURY June 28, 1994

The Honorable Daniel Patrick ¥oynihan
Chairaan

Conmittee on Finance

tUnitad Stataa sanate

Nashing’ton, B.C. 20510
Dear Mr. Chairman:

This lettaer presants the views of the Administration en H.R.
4278, tha "Bovial Security Act Amandments of 1994," as passed
by the House and the Senate.

The Administration strongly supports the enactment of this
legislation. The legislation would dramatically simplify the
payment of employment taxes on behalf of household employees.
We balieve this legislation will ba a significant step toward
improving cemplisnce amonyg household amployers, thus axpanding
covaraga for household workers. We hava the following ~
suggestions as the conferees meet to reconeile the relatively
minor differences in the House and Senate versions of the
legislation.

Central to simplification is modifying the threshold for
housahold loyees. The House version increases the threshold
to $1,280 le the Senate amendment sets the threshold at the
amount required for a quarter of coverage (estimated to be £640
in 1995, in the 1994 8ccial Security Trustees’ report). As

the Administration previously tastified, we beliava that an even
$1,000 throshold world provide significant administrative
advantages because it is easier for taxpayars to remanber and to
calculate from year to year.

Both the House and Senate versions woula provide for paricdic
incroaces in the threshold to prevent a recurrences of problams
that resulted from the curzent outdated threshold, although the
‘indexing mechanisns in the House and Sanate vargions differ
somawhat. ¥e vould suggest am indexing method that would raise
the threshold in gven dollar amounts, such as $200 or $500
incraments. Por axample, using eithar a $200 or $500 indexing
mathod, 8 $1,000 threshold would be indexad to $1,200 after five
years or to §1,500 after elaven Yyears, assusing a four percant
annual increase in wages. This type of procedure would ratain
the benefits of indexing but would alsc help raeduce taxpayer
confusion and administrative complexity resulting from more
fraquent changes to the waga threshold. :



Tha effactive datas of the House and Jenate versions als: differ
and ve balisve that the Senatea'e 1995 sffective dates batter
serves tha effactive administration of the tax system. The
Administration does not suppoert the House bill's ratroactive
relief for years 1993 and 1994. This provision rewards household
employers who have not complied with the law. Moreover, bscause
enployers vho 4id cemply are precluded from ebtain a refund,
these taxpayars are punigshed. In addition, the provision woulad
create severe adminigtrative preblems for the Internal Ravanus

Barvice.

With respact to the treatment of household workers under ags 18,
the Adminigtration prefers the position in the House bill. We
have concerns that the exemption provided in the Senats amendment
weuld oreate disparities batween tegnagers perforning household
vork and those who work for a trade or buziness. We delieve that
the increased threshold adeguately addresses concerns about
occasional enployment for minimal wages. In any event, if a
teenager exenption is included, wa suggest that the conferees
consider whether it would be appropriata to lover the ags for
exenption,

With respect to the treatmeant of household exploydent taxes for
estimated tax purposaes, the Administration supports the House
provision that would aenable taxpayers to satisfy their household
enploywent tax cbligationes through regular ¢stinated tax payments
or increased tax withholding from their own wages. . The Senate
version could result in taxpayers facing a large lump sunm
arpploynant tax payment with thair annual return, which could in
turn discourage compliance. Unlike the current sxceptions to the
estimated tax rules for certain one-time occurrances, household
employment taxes ara a predictaple, annual amount for which the

taxpayer can plan.

We also would suggest that the conference agreement clarify that
the Secrstary of the Treasury has ragulatory authority to allow
States to continue to pay the employmant taxes for certain public
assistance recipients who employ household workers. Saveral
States have agency agreenents undar which the State handlas the
appropriate Pederal smployment taxee for housshold workers
edployed by public assistance racipients under state prograns.

The Administration strongly supports adoption of the Disability
" Insurance payroll tax rate reallecation schedule as included in
tho House version. We view this as urgent because the DI Trust
Ffund is projected to bs exhausted next yesr, The Administration
also supports the debt collection authority provision of the
Senate amendaent. This provision i& consistent with the
recoumandation contained in the Vice Prasident's National
Parformance Rsview Report.
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This lagislalion i{s consistant with the progran of the f.egident
to promcte sensible and equitable adninistration of the intarmal
revenue laws. The Office of Managesent and Budget hag advised
that thore is no objection from the standpoint of the

Adninistraticn’s program to the summission of this raport to
congress, )

8m“‘1y,

LT

Lligyd Bantsan






Ei 11 5L CHEYARY OF 1B AL TH AND HUMAN SCRVICE S,
& WANMUNGTON, DG 20200

oct. 13, 1994
The Honorable Alice M. Rivlin
Director, Ottice of Management
and Budget
Washington, DC 20503

Dear Mrs. Rivliin:

This responds Lo your request for our views on H.R. 4278, an
enrolled bill "To make improvements in the old-age, survivors,
and disability insurance program undex title II of the Social
Security Act." Upon enactment, the bill would be cited as Lhe
"Social Security pomestic Employment Reform Act of 1994."

We support enactment of this legislation because it contains
significant provisions that are important to the integrity of the
social security and supplemental security income programs.

Specifically, the bill would--

o increase the sowial security payroll tax threshold on
domestic sexvices from $50 per quarter to $1,000
annually in 1994 (and index it in later years to
increases in average wages) and simplify procedures for
reporting and paying tax liabilities on such services;

o reallocate a portion of the social security payroll tax
proceads from the Old-Age and Survivors Insurance Trust
Fund to the Digability Insurance Trust Fund;

o extend the limitation on payment of social security
benefits currently applicable to incarcerated felons to
all individuals convicted of an offense punishable by
imprisonment of more than one year (regardless of
whether the offense was a felony) and to criminally
insane individuals who are confined to institutions at
public expense by court order in connection with an
offense punishable by imprisonment of more than one
yecar;

o extend to the Social Security Administration, for use
in collecting debt arising under the soecial securily
program, three debt collection authorities that have
been available to other agencies for years: offsetting
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debt administratively, rcporting debtors to credil
burcaus, and cngaging the services of privatc debt
collectors; and

o require nursing homes to report Lo the Socilal Security
Administration the admission of any recipient of
supplemental security income benefits within two weeks
of the recipient‘s admission, so that Lhe agency can
make timely adjustment in the amount of the recipient’s
benefit.

We support H.R. 4278. We especially support the provisions that
bring reasonableness back to social security tax law, and
golvency back to the disability insurance program. Accordingly,
we recommend that the President approve this legislation.

Sincerely,

Is/ Donna E. Shalala
Donna E. Shalala
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On March 23, 1994, the House adopted the cofiference report on H.R. 3345, the
Federal Workforce Restructuring Act of 1994. The Senate adopted the conference
report on March 24. The bill will now go to the President.

The bill would give agency heads temporary authority to offer voluntary separation
incentive payments of up to $25,000 to employees who agree to resign or retire by
March 31, 1995. (Exceptions could be granted up to March 31, 1997, if the agency
head determined it necessary to delay the employee's separation to ensure the
performance of the agency's mission.) Any employee accepting an incentive payment,
but rehired by the Federal government within 5 years after separation, would be
required to repay the incentive payment to the appropriate agency.

Agencies would be authorized to limit voluntary separation incentive payments to any
component of the agency; any occupation; any geographic location; or any
combination of these factors.

S Marl D ic Emo] Bill

On March 22, 1994, the Senate Committee on Finance marked up and ordered
favorably reported Chairman Moynihan's (D., NY) bill, S. 1231, the "Social Security
Domestic Employment Reform Act of 1993". Under the bill:

0 The threshold for coverage of domestic employees' earnings would be raised
from $50 per calendar quarter to an annual amount equivalent to the earnings
required that year to earn a quarter of-coverage (estimated to be $630 in 1995);

o  Domestic employees under age 18 would no longer be covered under Social
Security; and

OFRCE OF LEGISLATION AND CONGRESSIONAL AFFAIRS



Wages paid to domestic employees would be reported annually, rather than
quarterly Social Security taxes generally would be due when the employer's
income taxes are due, but would not be subject to estimated tax payment
requirements.

The domestic employment provisions would apply to wages paid after
December 31, 1994.

The bill also would:

o

Require nursing homes to notify SSA w1thm 2 weeks after they admit SSI
recipients (effective October 1, 1995);

Prohibit payment of Social Security benefits to individuals confined in public
institutions who have been found not guilty of a felony by reason of insanity or
other mental disorder (effective 90 days after enactment); and

Authorize SSA to use certain additional debt collection procedures, including
reporting delinquent debtors to credit agencies, contracting with private debt
collection agencies, and recovering debts by offsetting other Federal payments
to which the debtor may be entitled (effective October 1, 1994 through
September 30, 1999).
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House of Representatives Passes
Social Security Legisiation

On May 12, under suspension of the rules, the House of Representatives voted 420-0
to pass H.R. 4278, the "Social Security Act Amendments of 1994." H.R. 4278
includes provisions to increase the threshold for coverage of domestic employees'
wages, increase the portion of Social Security taxes allocated to the Disability
Insurance Trust Fund, and broaden the prisoner nonpayment provisions. The
provisions are described in the attachment to Legislative Bulletin Number 103-10.

On May 17, under suspension of the rules, the House of Representatives voted 413-0
to pass H.R. 4277, the "Social Security Administrative Reform Act of 1994." The
bill includes provisions to make the Social Security Administration an independent
agency and to impose certain restrictions on Disability Insurance and Supplemental
Security Income payments to substance abusers. The provisions are described in the
attachment to Legislative Bulletin Number 103-10.

Also on May 17, under suspension of the rules, the House of Representatives passed
by voice vote H.R. 3419, the "Tax Simplification and Technical Corrections Act of
1993." The bill contains a number of minor and technical provisions affecting the
Social Security and SSI programs. The bill includes the Social Security-related
provisions described in Legislative Bulletin Number 103-6.

(J
o
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Senate Passes Domestic Employment Legisiation

On May 25, 1994, the Senate approved, by voice vote, H.R. 4278 (Jacobs), which
includes a provision to increase the threshold for coverage of domestic employees'
wages. The Senate struck the language of the bill as passed by the House (see
Legislative Bulletins Nos. 103-10 and 103-11) and inserted the text of S. 1231

(Moynihan), as approved by the Senate Finance Committee (see Legislative
Bulletin No. 103-9).

The major difference between the House and Senate domestic employment
provisions is that the House version raises the coverage threshold to $1,250 in 1995,
indexed in later years to increases in average wages, while the Senate version raises
the threshold to an annual amount equivalent to the earnings required that year to
earn a quarter of coverage (estimated to be $640 in 1995).

The Senate has requested a conference with the House and has appointed the
following conferees: Senator Moynihan (D., NY), Senator Baucus (D., MT), Senator
Breaux (D., LA), Senator Packwood (R., OR), and Senator Dole (R., KS). House

conferees have not been appointed.
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HOUSE AND SENATE APPROVE
NANNY TAX BILL CONFERENCE REPORT

On October 6, 1994, both the House and the Senate approved the conference report on
H.R. 4278, the Social Security Domestic Employment Reform Act of 1994, clearing
the legislation for the President's approval. The House passed the measure by a vote
of 423-0. The Senate passed the report by voice vote. As passed, H.R. 4278
provides for the following:

Simplificati f Emol T D tic Servi
0 The threshold for coverage of domestic employees' earnings paid per employer

is raised from $50 per calendar quarter to $1,000 in calendar year 1994. In
calendar years after 1995, this amount will increase in $100 increments as
average wages increase.

0 In cases where domestic employees were paid less than $1,000 in 1994, their
employers must report the earnings on form W-2 and the employees will
receive credit under Social Security for the wages. (However, no Social
Security taxes are payable on these wages.)

0 Instead of being treated as agricultural employees, domestic employees on
farms operated for profit are treated like other domestic employees and their
earnings are subject to the new threshold instead of the threshold applicable to
agricultural employees.

0 Beginning with calendar year 1995, domestic employees will no longer be
covered under Social Security in any year before they reach age 18 unless their
principal occupation is household employment.

0 In cases where the employer has only domestic employees, wages paid to those
employees will be reported annually, rather than quarterly, on the employer's
personal income tax return, and Social Security employer and employee taxes
will be subject to quarterly estimated tax payment requirements.
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These provisions are effective with respect to remuneration paid in calendar years
beginning after 1994.

\llocati he Disability I (DD Trust Fund

0 Allocates a greater portion of the OASDI tax rate (0.94 percent instead of 0.60
percent) to the DI Trust Fund for 1994 through 1996. For 1997 through 1999,
the DI reallocation will be increased from the currently scheduled 0.60 percent
to 0.85 percent. Beginning with 2000, the DI Trust Fund allocation will be
0.90 percent instead of the currently scheduled 0.71 percent.

These provisions are effective with respect to wages paid after December 31, 1993,
and self-employment income for taxable years beginning after such date.

N : . of Benefits to Individuals Found Not Guilty t
Reason of Insanity

0 Extends the current prisoner nonpayment provision to all individuals confined to
a jail, prison, or other penal institution or correctional facility pursuant to a
conviction of a crime punishable by imprisonment for more than 1 year
(regardless of the actual sentence imposed). Suspension will also apply to
beneficiaries confined by court order in an institution at public expense in
connection with a finding that the individual is: guilty but insane, with respect
to an offense punishable by imprisonment for more than 1 year; not guilty of
such an offense by reason of insanity or by reason of similar factors (such as a
mental disease, a mental defect, or mental incompetence); or incompetent to
stand trial for such an offense.

0 Also provides that an individual shall not be considered to be confined in a jail,
prison, or other penal institution or correctional facility if he is residing outside
the institution at no expense (other than the cost of monitoring) to the institution
or the penal system or to any agency to which the penal system has transferred
jurisdiction over the individual.

These provisions are effective with respect to benefits for months beginning after 90
days after enactment.



ADDITIONAL DEBT COLLECTION PRACTICES

0 Authorizes SSA to use certain delinquent debt collection procedures available to
other Federal agencies, but not to SSA, under the Debt Collection Act of 1982.
The procedures include reporting delinquent debtors to credit agencies,
contracting with private debt collection agencies, and recovering debts by
administrative offset of other Federal payments to which the debtor may be
entitled. The procedures may be applied only if the overpayment was paid to a
person after he or she attained age 18, the debt is not recoverable by other
means provided by the Social Security Act, and the debtor is no longer a
beneficiary.

The provision is effective with respect to collection activities begun on or after
enactment and before October 1, 1999.

NURSING HOME NOTIFICATION

) Requires nursing homes to notify SSA within 2 weeks after they admit SSI
recipients (effective October 1, 1995).
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